SENATE BILL NO. 436
INTRODUCED BY B. BROWN
BY REQUEST OF THE DEPARTMENT OF REVENUE
IN THE SENATE

FEBRUARY 19, 1991 INTRODUCED AND REFERRED TQ COMMITTEE
i ON TAXATION.

FIRST READING.

MARCH 23, 1991 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.
MARCH 25, 1991 PRINTING REPORT.
MARCH 26, 1991 SECOND READING, DO PASS.
MARCH 27, 1991 ENGROSSING REPORT.

THIRD READING, PASSED.
AYES, 47:; NOES, 2.

TRANSMITTED TO HOUSE.
IN THE HOUSE

MARCH 27, 1991 INTRODUCED AND REFERRED TC COMMITTEE
ON TAXATION.

FIRST READING.

APRIL 13, 1991 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

APRIL 16, 1901 SECOND READING, CONCURRED IN AS
AMENDED.

APRIL 17, 1991 THIRD READING, CONCURRED IN,

AYES, 78; NOES, 22,
RETURNED TO SENATE WITH AMENDMENTS.
IN THE SENATE
APRIL 17, l991~ RECEIVED FROM HOUSE.

APRIL 18, 1991 SECOND READING, AMENDMENTS NOT
CONCURRED IN.



ON MOTION, CONFERENCE COMMITTEE
REQUESTED.

APRIL 19, 1991 CONFERENCE COMMITTEE APPOINTED.
IN THE HOUSE

APRIL 20, 1991 ON MOTION, CONFERENCE COMMITTEE
REQUESTED AND APPOINTED.

IN THE SENATE -
APRIL 23, 1991 CONFERENCE COMMITTEE REPORTED.
IN THE HOUSE

APRIL 25, 1991 CONFERENCE COMMITTEE
REPORT REJECTED.

IN THE SENATE

APRIL 29, 1891 SECOND READING, CONFERENCE COMMITTEE
REPORT ADOPTED.

THIRD READING, CONFERENCE COMMITTEE
REPORT ADOPTED.

IN THE HOUSE

APRIL 29, 1991 ON MOTION, PREVIOUS ACTION
RECONSIDERED.

CONFERENCE COMMITTEE REPORT ADOPTED.
- ‘ IN THE SENATE
APRIL 29, 1991 SENT TO ENROLLING.

REPORTED CORRECTLY ENRCLLED,
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BILL NO. _Z%
INTRODUCED BY :%ﬁ(’ i
BY REQUEST OF THE DEPARTMENT OF REVENUE
A BILL FOR AN ACT ENTITLED: "AN ACT RESTRUCTURING THE

PROPERTY TAX CLASSIFICATION SYSTEM BY CONSOLIDATING CLASSES;
ELIMINATING CLASS TWELVE PROPERTY AND IRCLUDING TRAILERS AND
MOBILE HOMES IN CLASS FOUR PROPERTY; ELIMINATING CLASS
EIGHTEEN (NONPRODUCTIVE MINING CLAIMS), CLASS NINETEEN
[ NONPRODUCTIVE REAL ESTATE), AND CLASS TWENTY
(OUT-OF-PRODUCTION AGRICULTURAL LAND AND TIMBERLAND), ALL OF
WHICH BECOME TAXABLE AS CLASS FOUR PROPERTY; CONSOLIDATING
RAILROAD PROPERTY AND AIRLINE PROPERTY INTO ONE CLASS:
DELETING THE FORMULA FQOR COMPUTING THE VALUE OF OTHER
COMMERCIAL PROPERTY NECESSARY FOR TAXATION OF RAILROAD
PROPERTY AND AIRLINE PROPERTY BY DELETING NET AND GROSS
PROCEEDS; DELETING IN CLASS SIX PROPERTY THE SEPARATE
PROVISION FOR MALTING BARLEY FACILITIES; AMENDING SECTIONS
7-13-2527, 15-1-111, 15-6-134, 15~6~136, 1S5-6~141, 15-6-144,
15-6-145, 15-8-205, 15-10-402, 15-10-412, 15-16-611, AND
67-3-204, MCA; REPEALING SECTIONS 15-6-142, 15-6-144,
15-6-147, 15-6-148, 15-6-149, 15-6-150, 15-6~153, 15-6-154,

AND 15-6-155, MCA; AND PROVIDING AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
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LC 0978701

Seaection 1. Section 7-13-2527, MCA, is amended to read:

*7-13-2527. List of property owners. (1) A copy of the
order creating the district shall be delivered to the county
assessor of each county within the distriet.

{2) The assessor shall, on or before Bugust 1 of any
given year, prepare and certify a list of all persons owning
class foury-elass—twelve; or class fourteen eleven property
within such district and deliver a copy of such list to the
board of trustees of said district.”

Section 2. Ssection 15-1-111, MCA, is amended to read:

"15-1-111, Reimbursement to local governments and
schools —— duties of department and county treasurer --—
statutory appropriation. (1) {a)} On or before May 1, 19990,
the department of revenue shall remit to the county
treasurer of each county 30% of the reimbursement amount
specified in subsection (l)(b), as computed by the
department. The department shall base the reimbursement on
the reduction in perscnal property tax revenues due toc the
reduction in personal property tax rates for class eight
property, as provided for in 15-6-138, and any reduction in
taxes based upon recalculation of the effective tax rate for
property in 15-6-145 and-15-6-347. The reimbursement basis
must also include loss of personal property tax revenue due
to the reclassification o©f new industrial property from

class five to class eight with the reduced rtax rtate. The

INTRODUCED BILL
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determination of the reimbursement basis must be made in the
yvear in which the reclassification is made.

{b) The reimbursement revenue must be based on the
county's taxable value and mill levies for tax vear 1989,

{2) Prior to September 1, 1990, the department's agent
in the c¢ounty shall supply the following informarion to the
department for each taxing jurisdiction within the county:

(a) the number of mills levied in the jurisdiction for
taxable year 1989;

(b) the number of mills levied in the jurisdiction for
taxable year 1990;

(c)} the total taxable valuation for taxable years 1989
and 1990, reported separately for each year, of all personal
property not secured by real property; and

(d} the total taxable valuation for taxable years 1989
and 1990, reported separately for each year, of all personal
property secured by real property.

{(3) After receipt of the information from 1its agent,
the department shall calculate the amount of revenue lost to
each taxing jurisdiction, using current year mill levies,
due to the annual reduction in personal property tax rates
set forth in 15~6-138, and any reduction in taxes based upon
recalculation of the effective tax rate for property in
15-6-145 and--15-6-%t4?. The department shall total the

amounts for all taxing jurisdictions within the county.

_3_
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LC 0978/01

(4) For taxable year 1990 and for each year thereafter,
the department shall remit to the county treasurer the base
amount of revenue reimbursable, determined pursuant to
subsection {3}, as follows:

(a) on or before November 1310, 1990, and on or before
each November 30 thereafter, the department shall remit 50%
of the base amount of the revenue reimbursable to the
county; and

(b)) on or before May 31, 1991, and on or Dbefore each
May 31 thereafter, the department shall remit 50% of the
base amount of the revenue reimbursable to the county.

(5} Upon receipt of the reimbursement from the
department, the county treasurer shall distribute the
reimbursement to each taxing jurisdiction in the relative
proportions required by the levies for state, county, school
district, and municipal purposes in the same manner as

current year mill levies on persconal property taxes are

distributed.
(6) For the purposes of this section, "taxing
jurisdiction" means local governments and iacludes school

districts, each municipality with tax increment financing,
and the state of Montana.

{7) The amounts necessary for the administration of
this section are statutorily appropriated, as provided in

17-7-502, from the general fund to reimburse school

- -
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districts and local governments for reductions in tax rates
on personal property."

Section 3. section 15-6-134, MCA, is amended to read:

"15-6-134. Class four property -—— description -
taxable percentage. (1) Class four property includes:

{a) all land except that specifically included in
another class;

(b) all improvements, including trailers or mobile

homes used as a residence, except those specifically

included in ancother class;
(c}) the first $80,000 or less of the market value of

any improvement on real property, including trailers or

mobile homes, and appurtenant land not exceeding 5 acres
owned or under contract for deed and actually occupied for
at least 10 months a vyear as the primary residential
dwelling of any person whose total income from all sources
including otherwise tax-exempt income of all types 1is not
more than $10,000 for a single person or $12,000 for a
married couple, as adjusted according to subsection
(2)({b){i1);

{(d) all golf courses, including land and improvements
actually and necessarily used for that purpose, that cansist
of at least 9 holes and not less than 3,000 lineal yards.

(2) Class fcur property is taxed as follows:

{a) Except as provided in 15-24-1402 or 15-24-1501,
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property described in subsections {(l}(a) and (l1)(b} is taxed
at 3.86% of its market value.

(b} (i) Property described in subsection (l)(c) is
taxed at 3.86% of its market wvalue multiplied by a
percentage figure based on income and determined from the

following table:

Income Income Percentage

Single Perscn Married Couple Multiplier
S 0 -¢§ 1,000 $ a - $ 1,200 0%
1,001 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 0%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,209 50%
6,001 - 7.000 7,201 - 8,400 60%
7,001 - 8,000 8,401 - 2.600 70%
8,001 - 9,000 9,601 - 10,800 80%
9,401 - 10,000 106,801 - 12,000 90%

(ii) The income levels contained in the table in

subsection (2}(b)(i) must be adjusted for inflation annually
by the department of revenue. The adjustment to the income
levels is determined by:

{A)Y multiplying the appropriate dollar amount from the
table in subsectilon (2)yb)(i} by the ratio of the PCE for

the second gquarter of the vyear prior to the year of

-5-
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application to the PCE for the second quarter of 1986; and

(B) rounding the product thus obtained to the nearest
whole dollar amount.

(iii) "PCE"™ means the implicit price deflator for
personal consumption expenditures as published quarterly in
the Survey of Current Business by the bureau of economic
analysis of the U.S5, department of commerce.

(c} Property described in subsection (1){(d) is taxed at
one-half the taxable percentage rate established in
subsection {2}{a}.

(3) After July 1, 1986, no adjustment may be made by
the department to the taxable percentage rate for class four
property until a revaluation has been made as provided in
15-7-111.

{4) Within the meaning of comparable property as
defined in 1%5-1-101, property assessed as commercial
property is comparable only to other property assessed as
commercial property, and property assessed as other than
commercial property is comparable only to other property
assessed as other than commercial property."

Section 4. Section 15-6-136, MCA, is amended to read:

"15-6~-136. Class six property -- description -- taxable
percentage. (1) Class six property includes:

(a) livestock and cther specles of domestic animals and

wildlife raised in domestication vr a «captive environment,
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except for cats, dogs, and other household pets not raised
for profit;

{b) items of perscnal property intended for rent or
lease in the ordinary course of business, provided each item
of personal property satisfies all of the following:

(i) the full and true value of the personal property is
less than $5,000;

{ii} the personal property is owned by a business whose
primary business income is from rental or lease of personal
property to individuals wherein noc one customer of the
business accounts for more than 10% of the total rentals or
leases during a calendar year:; and

(iii) the lease of the personal property is generally on
an hourly, dally, or weekly basis; and

tey-—machinery--and——eqnipment--uaed-in-a-matting-bariey
faciticyr-and

td¥(c) machinery and equipment used in canola seed oil
processing facilities if:

(i) the operators of such facilities =mploy a minimum
cof 15 full-time employees; and

(ii) a canola seed oil processing facility locates in
the state of Montana after July 25, 1989,

+24-~UMatting--bartey——factiity?--means--a--facititty-che
prineipat-purpose~cf-which-ita-to-matt--maltting--barteyr—-%he

rerm--does--not-appiy-te-a-facilttty-the-principat-purpose-of

_B_
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whieh-ts-eo-—store;-——min;——biendy--transperer-—transfer;——or
otherwise——~do—-anything--with--matting—-bartey;--except-mait
maiting-barteyr-However;--any--machinery-~or--egquipment-—the
principat---purpese—-—of--~which--ts——to-——stere;—-mixs-—-biend;
transporky-cransferr-or-otherwise-handre-matting--bariey--or
ether-machinery-or-agquipment-that-sra-used-in-oar-is-atherwise
an--ineegrat-part-af-a-facitity-thac-mates-maiting-bariey-isa
machinery-or-equipment-cf-a-mattrng-bartey-facitity-for--the
purposes-of-this-seccions

+3¥(2) *“Canola seed ocil processing facility"” means a
facility that:

(a) extracts oil from cancla seeds, refines the crude
01l to produce edible o0il, formulates and packages the
edible oil into food products, or engages in any one or mote
of those processes; and

(b) employs at 1least 15 employees in a full-time
capacity.

¢4¥(3) Class six property is taxed ét 4% of its market
value.™

Section 5. Section 15-6-141, MCA, is amended to read:

"15-6-141. Class eieven nine property —— description —-—
taxable percentage. (1) Class eieven nine property includes:

(a) centrally assessed eleckric power companies'
allccaticns, including, if congress passes legislation that

allows the state to tax property owned by an agency created

_9—
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by congress to transmit or distribute electrical energy.
allocations of properties constructed, owned, or operated by
a public agency created by the congress to transmit or
distribute electric enerqy produced at privately owned
generating facilities {nct including rural electric
cooperatives);

{b} allocations for «centrally assessed natural gas
companies having a major distribution system in this state;
and

{c) centrally assessed companies’ allocations except:

{1) electric power and natural gas companies' propertys

(il) property owned by cocoperative rural electric and
cooperative rural telephone associations and classified in
class five;

(11i) property ocwned by organizations providing
telephone communications to rural areas and classified in
class seven;

(iv) railroad transportation property included in class
£f+fteen twelve; and

{(v) airline transportation property included in class
saventeen twelve,

(2) Class eleven nine property is taxed at 12% of

market value."”
Section 6. Section 15-6-144, MCA, is amended to read:
"195-6-144. Class

fourteen eleven property -

‘10—
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description -- taxable percentage. (1) Class Eeurteen eleven
property includes all improvements cn land that is eligible
for valuation, assessment, and taxation as agricultural land
under 15-7-202{2). Class fenrteen eleven property includes 1
acre of real property beneath the agricultural improvements.
The 1 acre shall be valued at market value.

{2} Class fourteen eleven property is taxed at BOY of
the taxable percentage applicable tc class four property.”

Section 7. sSection 15-6-145, MCA, is amended to read:

"15-6~145. Class fifteen rtwelve property —-— description
—— taxable percentage. (1) Class £ifteen twelve property
inciludes all railrocad transportation property as described
in the Railroad Revitalization and Regulatory Reform Act of

1976 as it read on January 1, 1986, and all airline

transportation property as described in the Tax Equity and

Fiscal Responsibility Act of 1982 as it read on January 1,

1986.

(2) For the taxabie tax year beginning January 1, 1986
1992, and for each tanabte tax year thereafter, class
fifeeen twelve property is taxed at the percentage rate "R",
to be determined by the department as provided in subsectlon
(3), or 12%, whichever is less.

{3) R = A/B where:

fa) A is the total statewide taxable wvalue of all
commercial property, except class fifteen twelve property,
-11-
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as commercial property is described in 15-1-101(1}(d)+
inctuding-etass-i-and-ciassa-2-property; and

(b) B is the total statewide market value of alil
commercial property, except class £ifeeen twelve property,
as commercial property is described in 15-1-101(1)(d),
including class 1 ana class 2 property.

{4) {a) For the taxable year beginning January 1, 1985,
and for every taxable year thereafter, the department shall
conduct a sales assessment ratio study of all commercial and
industrial real property and improvements. The study must be
based on:

(i) assessments of such property as of January 1 of the
year for which the study is being conducted; and

(ii} a statistically valid sample of sales using data
Erom realty transfer certificates filed during the sanme
taxable year or from the immediately preceding taxable year,
but only if a sufficient number of certificates is
unavailable from the current taxable year to provide a
statistically valid sample.

(b} The department shall determine the value-weighted
mean sales assessment ratio "M" for all such property and
reduce the taxable value of property described in subsection
(4) only, by multiplying the total statewide taxable value
of property described in subsection (4}(a) by "M" prior to

calculating "A" in subsection t3)ga)-

--12_
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{(c) The adjustment referred to in subsection (4)(b)
will be made beginning January 1, 1986, and in each
subsequent tax year to equalize the railroad taxable values.

(S) For the purpose of complying with the Railroad
Revitalization and Regulatory Reform BAct of 1976, as it read
on January 1, 1986, the rate "R" referred to in this section
is the equalized average tax rate generally applicable to
commercial and industrial property, except c¢lass £ifeeen
twelve property, as commercial property is defined in
15-1-103(1)(d)."

Section 8. Section 15-8-205, MCA, is amended to read:

*15-8-205. Initial assessment of class tweive four

trailer and mobile home property -- when. The county

assessor shall assess all class ewelve four trailer and

mobile home preperty immediately upon arrival in the county
if -the taxes have not been previously paid for that year in
another county in Montana.™

Section 9. Section 15-10-402, MCA, is amended to read:

"15-10-402. Property tax limited to 1986 levels, (1)
Except as provided in subsections (2) and {3}, the amount of
taxes lavied on property described in 15-6-133, 15-6-134,
and 15-6-1367-35-6-t427;-and-15-6-144 may not, for any taxing
jurisdiction, exceed the amount levied for taxable vyear
1986.

{(2) The limitation contained in subsection (1} does not

-13-
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apply to levies for rural improvement districts, Title 7,
chapter 12, part 21:; special improvement districts, Title 7.
chapter 12, part 41; elementary and high school districts,
Title 20; or bonded indebtedness.

{3) New construction or improvements tc or deletions
from property described in subsection (1) are subject teo
taxation at 1986 levels.

(4) As used in this section, the "amount of taxes
levied" and the "amount levied"” mean the actual dollar
amount of taxes imposed on an individual piece of property,
notwithstanding an increase or decrease in value due to
inflatiocn, reappraisal, adjustments in the percentage
multiplier used to convert appraised value to taxable value,
changes in the number of millis levied, or increase or
decrease in the value of a mill."

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

"15-10-412. Property tax 1limited to 1986 levels --
clarification -- extension to all property classes. Section
15-10-402 is interpreted and clarified as follows:

(L) The 1limitation 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 cotherwise provided in

this section, the actual tax liability £for an individual

_14_
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property 1s 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 &t the 1986 cap
or the product of the taxable wvalue 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 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 remedel ing 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 wvalue
of production for property described in 15-6-131 or
15~6-132:

tgy transfer of property from tax—exempt to taxable
status;

(h) revaluations caused by:

-15-
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(i) cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvements; or

(i) increases in property valuation pursuant to
15~7-111(¢(4) through (8) in order to equalize property wvalues
annually.

{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 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) cycliecal 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 into a new
taxing unlt:

(£) conversion of the individual property from
tax-exempt to taxable status; or

(g) increases in property valuation pursuant to

15-7-111{4) through {8) in order to equalize property values

=16



[7- T T Y - L B )

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

25

LC 0978/01

annually.

{5) Property in classes Eours-~twetve; and fourceen
eleven 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, 1936, is
completed and new valuations are placed on the tax rolls and
a new base year designated, if the prcperty is:

(a) 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)(d) that is not class foury-——citass--tweive; OT class
fourteen eleven 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 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
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taxable wvaluatioen 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, 1t
may levy additional 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 1levy 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
1984, 19485, 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

-]18=-
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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 1986,

{BY The 1limitation on the amount of taxes levied does
not apply tc 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 tax increment bonds:

(d) city street mainternance districts;

(e) tax increment financing districts;

(f) satisfaction of judgments against a taxing unit;

{g) street lighting assessments:

{h) revolving funds to support any categories specified
in this subsection (8):

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

(j) elementary and high school districts.

(9) The 1limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing wunit
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 Ffunds to
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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;

(¢) an estimate of the amount of funding 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;

{f) a summary of the alternatives that the gowverning
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
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
bocard of health determine, after a public hearing, that
public health programs reguire funds to ensure the public

health. A levy for the support of a local board cf health
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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 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."

Section 11. Section 15-16-611, MCA, is amended to read:

“15-16-611. Reduction of property tax for property
destroyed by natural disaster. (1) The department ©f revenue
shall, upon showing by a taxpayer that some or all of the
improvements on his real property or a trailer or mobile
home as-deseribed-in-15-6-142 have been destroyed to such an
extent that such improvements have been rendered unsuitable
for their previous use by natural disaster, adjust the
taxable value on the property, acceounting £for the
destruction.

(2} The county treasurer shall adjust the tax due and
payable for the current year on the property under 15-16-102
as provided in subsection (3) of this section.

{3) To determine the amount of tax due for destroyed
property, the county treasurer shall:

{a) mulitiply the amount of tax levied and assessed on
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the original taxable value of the property for the year by
the ratio that the number of days in the year that the
property existed before destruction bears to 365; and

{b) multiply the amount of tax levied and assessed on
the adjusted taxable value of the property for the remainder
of the year by the ratio that the number of days remaining
in the year after the destruction of the property bears to
365,

{4} This section does not apply to delinquent taxes
owed on the destroyed property for a year prior to the year
in which the property was destroyed.

(5) For the purposes of this section, "natural
disaster”® includes but is not limited to fire, floocd,

earthquake, or wind."

Section 12. section 67-3-204, MCA, is amended to read:

"67~-3-204. Fee in lieu of tax on registered aircraft --
decal. {l1) Except as provided in subsection (3), aircraft
required to be registered in Montana are subject to a fee.
The registration fee is in lieu cf property tax.

(2) The department shall issue a decal to the owner o©of
the aircraft required to be registered at the time of
payment of the registration fee in lieu of tax, as provided
in 67-3-201, No aircraft subject toc a fee in lieu of tax may
be operated 1in thls state unless tnere is displayed on the

aircraft a decal as visual proof that the fee in lieu of tax
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has been paid for the aircraft and that the aircraft is
registered for the current year.

{3) Aircraft that meet the description of property
described in #5-6-14% 15-6-145 are exempt from the fee
impesed by subsection (1). Aircraft subject to the fee in
lieu of tax are exempt from all other taxation."

NEW SECTION, Section 13. Repealer. Sections 15-6-142,
15-6-144, 15-6-147, 15-6-148, 15-6-149, 15-6-150, 15-6-153,
15~6-1%4, and 15-6-155, MCA, are repealed.

NEW SECTION. Section 14. cCoordination instruction. (1)
If House Bill 340 is passed by the 52nd legislature and
approved by the governor, then the code commissioner is
instructed, at the time of codification of that enactment,
to change references in that enactment from class thirteen
property to class ten property.

{2) The <c¢ode commissioner 1is instructed to change
references to classes of property in enactments cf the 52nd
legislature to conform to the classifications established in

[this act].
NEW SECTION, Section 15. Applicability. {This act]

applies to tax years beginning on or after January 1, 1992.

-End-
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STATE OF MONTANA - FISCAIL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB0436, as intrcduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act restructuring the property tax classification system by consclidating classes; eliminating class twelve property and
including trailers and mobile homes in class four property; eliminating class eighteen (nonproductive mining claims), class
nineteen (nonproductive real estate), and class twenty {out-cof-production agricultural land and timberland), all of which
become taxable as class four property; consolidating railroad property and airline property into one class; deleting the
formula for computing the value of other commercial property necessary for taxation of railroad property and airline

property by deleting net and gross proceeds; deleting in class six property the separate provisicon for malting barley
facilities; and providing an applicability date;

ASSUMPTIONS:

1. Property currently in class 18 (nonproductive mining claims) switching tc class 4 would be appraised on a market value
basis, resulting in no revenue impact.

2. Property currently in class 19 (nonproductive real estate less than 20 acres) switching to class 4 would decrease in
appraised value reflecting the conditions that preclude development of the property, resulting in no revenue impact.

3. The tax rate for Railroads and Airlines would increase 0.07 percentage points due to removing clagges 1 and 2 from the

rate formula, resulting in an increase in taxable valuation of $43,093 and an increase of $14,383 in property tax
revenue.

FISCAL IMPACT:

The proposal would slightly increase state and local property tax revenues beginning in FY93, $259 for the universities,
$1,724 for state equalization, $3,845 for counties, $8,095 for schools, and $460 for cities and towns.

TECHNICAL NOTES:

The proposal deletes classes 1 and 2 only partially from the tax rate formula for Railroads and Airlines. Reference to
classes 1 and 2 are deleted in section 7(3)(a) but not in section 7(3)(b).

The title, and Section 13 (repealer) incorrectly show that 15-6-144 is being repealed. 1In Section 9, the reference to 15-
6-144 should not be stricken.

AP D , X
TMZ'—Z&?/ !\:_)_ L Mmoo L < 17/ 97

ROD SUNDSTED, BUDGET DIRECTOR DATE ROBERT (BOB) BROWN, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for SB0436, as introduced % 43&
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APPROVED BY COMMITTEE
ON TAXATION

SENATE BILL NO. 436
INTRODUCED BY B. BROWN

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: “AN ACT RESTRUCTURING THE
PROPERTY TAX CLASSIFICATION SYSTEM BY CONSOLIDATING CLASSES:;
ELIMINATING CLASS TWELVE PROPERTY AND INCLUDING TRAILERS AND
MOBILE HOMES 1IN CLASS FOUR PROPERTY; ELIMINATING CLASS
EIGHTEEN (NONPRODUCTIVE MINING CLAIMS), CLASS NINETEEN
(NONPRODUCTIVE REAL ESTATE) , AND CLASS TWENTY
(OUT-OF-PRODUCTION AGRICULTURAL LAND AND TIMBERLAND), ALL OF
WHICH BECOME TAXABLE AS CLASS FOUR PROPERTY; CONSOLIDATING
RAILROAD PROPERTY AND AIRLINE PROPERTY INTO ONE CLASS;
DELETING THE FORMULA FOR COMPUTING THE VALUE OF OTHER
COMMERCIAL PROPERTY NECESSARY FOR TAXATION OF RAILROAD
PROPERTY AND AIRLINE PROPERTY BY DELETING NET AND GROSS
PROCEEDS; DELETING 1IN CLASS S5IX PROPERTY THE SEPARATE
PROVISION FOR MALTING BARLEY FACILITIES; AMENDING SECTIONS
7-13-2527, 15-1-111, 15-6-134, 15-6-136, 15-6-141, 15-~6-144,
15-6-145, 15-8-205, 15-10-402, 15-10-412, 15-16-611, AND
67-3-204, MCA; REPEALING SECTIONS 15-6-142, 15-6-%44;
15-6-147, 15-6-148, 15-6-149, 15-6-150, 15-6-153, 15-6-154,

AND 15-6-15%5, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE

AND A RETROACTIVE APPLICABILITY DATE."
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 7-13-2527, MCA, is amended to read:
"7-13-2527. List of property owners. (1} A copy of the

order creating the district shall be delivered to the county

assessor of each county within the district.

{2) The assessor shall, on or before August 1 of any
given year, prepare and certify a list of all persons owning
class foury-etass-twelvey Or class feurteen eleven property
within such district and deliver a copy of such list to the
board of trustees of said district.”

Section 2. section 15-1-111, MCA, is amended to read:

"15-1-111]. Reimbursement to local governments and
aschools -~ duties of department and county treasurer --—
statutory appropriation. (1) {a) On or before May 1, 1990,
the department of revenue shall remit to the county
treasurer of each county 30% of the reimbursement amcunt
specified 1in subsection (l)(b), as computed by the
department. The department shall base the reimbursement on
the reduction in persconal property tax revenues due to the
reduction in perscnal property tax rates for class eight
property, as provided for in 15-6-138, and any reduction in
taxes based upon recalculation of che effective tax rate for
property In 15-6-145 and-15-6-147. The reimbursement basis
must also include loss of personal property tax revenue due

te the reclassification of new industrial property from

-2 SB 436
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class five to class eight with the reduced tax rate. The
determination of the reimbursement basis must be made in the
year in which the reclassification is made.

(b) The reimbursement revenue must be based on the
county's taxable value and mill levies for tax year 1989.

(2) Prior to September 1, 1990, the department's agent
in the county shall supply the following information to the
department for each tazxing jurisdiction within the county:

{a) the number of mills levied in the jurisdiction for
taxable year 1989;

(b} the number of mills levied in the jurisdiction for
taxable year 1990;

{¢) the total taxable valuation for taxable years 1989
and 1990, reported separately for each year, of all personal
property not secured by real property; and

{d) the total taxable valuation for taxable years 198%
and 1990, reported separately for each year, of all personal
property secured by real property.

(3) After receipt of the information from its agent,
the department shall calculate the amount of revenue lost to
each taxing Jjurisdiction, using current year mill levies,
due to the annual reduction in personal property tax rates
set forth in 15-6-138, and any reduction in taxes based upon
recalculation of the effective tax rate for property in

15-6-145 and--i5-6-%+4%. The department shall total the
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amounts for all taxing jurisdictions within the county.

(4) For taxable year 1990 and for each year thereafter,
the department shall remit to the county treasurer the base
amount of revenue reimbursable, determined pursuant to
subsecticon {3), as follows:

{a) on or before November 30, 1990, and on or before
each November 30 thereafter, the department shall remit 50%
of the base amount of the revenue reimbursable to the
county; and

(b) on or before May 31, 1991, and on or before each
May 31 thereafter, the department shall remit 50% of the
base amount of the revenue reimbursable to the county.

{5) Upen receipt of the reimbursement from the
department, the county treasurer shall distribute the
reimbursement to each taxing jurisdiction in the relative
proportions required by the levies for state, county, school
district, and municipal purposes in the same manner as
current year mill levies on personal property taxes are
distributed.

(6) For the purposes of this section, "taxing
jurisdiction” means local goveraments and includes school
districts, each municipality with tax increment financing,
and the state of Montana.

{7) The amounts necessary £or the administration of

this sgection are statutorily appropriated, as provided in
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17-7-%02, from the general fund to reimburse school
districts and local governments for reductions in tax rates
on perscnal property.”™

Section 3. Section 15-6-134, MCA, is amended to read:

*15-6-134. Class four property -—— description -
taxable percentage. (1) Class four property includes:

{a) all land except that specifically included in
another class:

{b) all improvements, including trailers or mobile

homes used as a residence, except those specifically

included in ancother class;
(c) the first $80,000 or less of the market value of

any improvement on real property, including trailers or

mobile homes, and appurtenant land not exceeding 5 acres
owned or under contract for deed and actually occupied for
at least 10 months a year as the primary residential
dwelling of any person whose total income from all sources
including otherwise tax-exempt income of all types is not
more than $10,000 for a single person or $12,000 for a
married couple, as adjusted according to subsecticon
(2)(b)(ii);

(d) ail golf courses, including land and improvements
actually and necessarily used for that purpose, that consist
of at least 9 holes and not less than 3,000 lineal yards.

{2) Class four property is taxed as follows:

=5- SB 436
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(a) Except as provided in 15-24-1402 or 15-24-1501,
property described in subsections (1)(a) and (1)({b) is taxed
at 3.86% of its market value.

(b} (i) Property described in subsection (1l){(e¢} is
taxed at 3.86% of its market wvalue multiplied by a
percentage figure based on income and determined from the

following table:

Income Income Percentage

Single Person Married Couple Myltiplier
$ g - % 1,000 S o - % 1,200 1}
1,001 - 2,000 1,201 - 2,400 i0%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 0%
4,001 — 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,200 50%
6,001 - 7.000 7,201 - 8,400 60%
7,001 - 8,000 8,401 - 9,600 T70%
8,001 - 9,000 9,601 - 10,800 80%
9,001 - 10,000 10,801 - 12,000 90%

{(i1) The income levels contained in the table in
subsection (2)(b){i) must be adjusted for inflation annually
by the department of revenue. The adjustment to the income
levels is determined by:

(A} multiplving the appropriate dollar amount from the

table in subsection {2)(b}(i) by the ratic of the PCE €£for

-6- SB 436
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the second quarter of the year pricr to the year of
application to the PCE for the second guarter of 19B6; and

{B}) rounding the product thus obtained to the nearest
whole dollar amount.

{iii) "PCE" means the implicit price deflator for
personal consumption expenditures as published quarterly in
the Survey of Current Business by the bureau of economic
analysis of the U.S, department of commerce.

(c) Property described in subsection (1)(d) is taxed at
one-half the taxable percentage rate established in
subsection (2)(a).

{3) After July 1, 1986, no adjustment may be made by
the department to the taxable percentage rate for class four
property until a revaluation has been made as provided in
15-7-111.

{4) Within the meaning of comparable property as
defined in 15-1-101, property assessed as commercial
property is comparable only to other property assessed as
gommercial property, and property assessed as other than
commercial property is comparable only to other property
assessed as other than commercial property.”

Section 4. Ssection 15-6-136, MCA, is amended to read:

"15-6-136. Class. six property — description -- taxable
percentage. {1) Class six property includes:

{a) livestock and other species of domestic animals and

-7- SB 436

™ N Nt b

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

SB 0436/02

wildlife raised in domestication or a captive environment,
except for cats, dogs, and other household pets not raised.
for profit;

{(b) items of personal property intended for rent or
lease in the ordinary course of business, provided each item
of personal property satisfies all of the following:

(1) the full and true value of the personal property is
less than $5,000;

(ii) the personal property is owned by a business whose
primary business income is from rental or lease of personal
property to individuals wherein no one customer of the
business accounts for more than 10% of the total rentals or
leages during a calendar year; and

(iii) the lease of the personal property is generally on
an hourly, daily, or weekly basis; and

ter-—-machinery--and--equipment——used-in-a-mateing-bariey
fackirtyr—and

tdr(c}) machinery and equipment used in canola seed oil
processing facilities if:

(i} the operatocrs of such facilities employ a minimum
of 15 full-time employees; and

{ii) a cancla seed oil processing facility locates in
the state of Montana after July 25, 1989.

t+2y-—"Maibing-—bartey-~-facitityt-—means—-a--factitty—the

principat-purpose-of-which-ts-to-matt-—-matting-—-bariey-——Fhe

~-8= SB 436
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term--does--not-appty-to-a-factiity-the-prineipai-purpose-of
which-is-to-—-starer——min;-——blendr-—-transpesre;——transfery——or
otherwise——de——anyehing--with--matting--barieyr--exeept-makt
matting-bariey:-Howeverj——any--machinery--or--equipment——the
prineipai-f~pnrpose--ef——which-—fs-—te--stareT——m&x7—-biend7
transpeorty-transfery-or—otherwise-handie-malting--bariey--or
sther-machinery-or-equipment—that-is-used-in-or-is-otherwise
an*—ineegrai-pare—oﬁ-a—Eaeiiity—that—maits-maiting—bariey—is
maehinery*or-equipment-of-a-maiting-bariey—faciiit;—fcr——bhe
purposes-of-this-sections

+3¥(2) "Canola seed oil processing facility" means a
facility that:

(a) extracts oil from canola seeds, refines the crude
cil to produce edible oil, formulates and packages the
edible oil into food products, or engages in apy one or more
of those processes; and

(b) employs at least 15 employees in a full-time
capacity.

+43(3) Class six property is taxed at 4% of its market
value."

Section 5. Section 15-6-141, MCA, is amended to read:

*15-6-141. Class eteven nine property -—-— description —-
taxable percentage. (1) Class eiteven nine property includes:

{a) centrally assessed electric power companies'

allocations, including, if congress passes legislation that

-g- - SB 436
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aliows the state to tax property owned by an agency created
by congress to transmit or distribute electrical energy.,
allocations of properties constructed, owned, or operated by
a public agency created by the congress to traasmit or
distribute electric energy produced at privately owned

generating £facilities {not

including rural electric

cooperatives);

{b) allocations for centrally assessed natural gas
companies having a major distribution system in this state;
and

{c) centrally assessed companies' allocations except:

(i) electric power and natural gas companies' property;

(ii) property owned by cooperative rural electric and
cooperative rural telephone associations and classified in
class five;

{iii} property owned by organizations providing
telephone communications to rural areas and classified in
class seven;

{(iv) railroad transportation property included in class
£ifrmmn twelve; and

{v) airline transportation property included in class
seventeen twelve,

(2) Class eteven nine property is taxed at 12% of

market value."

Section B. Ssection 15-6-144, MCA, is amended to read:

=10~ SB 436
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"15~6-144, Class

fourteen eleven property -
description —— taxable percentage. (1) Class feurtesn eleven

property includes all improvements on land that is eligible
for valuation, assessment, and taxation as agricultural land
under 15-7-202(2). Class foureeen eleven property includes 1
acre of real property beneath the agricultural improvements.
The 1 acre shall be valued at market value.

(2) Class fourteeh éleven property is taxed at B0% of
the taxable percentage applicable to class four property."

Section 7. Section 15-6-145, MCA, is amended to read:

*15-6-145. Clasg ¢€ifteen twelve property —- description
—-— taxable percentage. (1) C(lass £fifeeen twelve property
includes all railroad transportation property as described
in the Railroad Revitalization and Regulatory Reform Act of

1976 as it read on January 1, 1986, and all airline

transportation property as described in the Tax Equity and

Figscal Responsibility Act of 1982 as it read on January 1,

1986.

(2) For the taxabile tax year beginning January 1, 1986
$982 1991, and for each raxabie tax year thereafter, class
fifteen twelve property is taxed at the percentage rate "R",
to be determined by the department as provided in subsection
(3), or 12%, whichever is less.

{3) R = A/B where:

{a) A is the total statewide taxable wvalue of all
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commercial property, except class £ifteen twelve property.,
as commercial property is described in 15-1-101(l)(4d)+#
inetuding-eiass-t-and-ciass-2-preperey; and

(b) B is the total statewide market wvalue of all
commercial property, except class fifteen twelve property,
as commercial property is described in 15-1-101(1){d)+
ineinding-ciass-i-and-ciass-2-property.

(4) (a) For the taxable year beginning January 1, 1986,
and for every taxable year thereafter, the department shall
conduct a sales assessment ratio study of all commercial and
industrial real property and improvements. The study must be
baged on:

{i) assessments of such property as of January 1 of the
year for which the study is being conducted:; and

{ii) a statistically wvalid sample of sales using data
from realty transfer certificates filed during the same
taxable year or from the immediately preceding taxable year,
but only if a sufficient number cf certificates is
unavailable from the c¢urrent taxable year to provide a
statistically valid sample.

{b) The department shall determine the value-weighted
mean sales assessment ratio "M" for all such proeperty and
reduce the taxable value of property described in subsection
(4) only, by multiplying the total statewide taxable value

of property described in subsection (4)(a) by "M" prior to
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calculating “A" in subsection (3)(a).

(¢} The adjustment referred to in subsection (4)(b)
will be made beginning January 1, 1986, and in each
subseqguent tax year toc equalize the railrcad taxable values.

(5) For the purpose of complying with the Railrocad
Revitalization and Regulatcry Reform Act of 1976, as it read
on January 1, 1986, the rate "R" referred to in this section
is the equalized average tax rate generally applicable to
commercial and industrial property, except class €£ifteen
twelve property, as commercial property is defined in
15-1-101(1)(d)."

Section 8. sSection 15-8-205, MCA, is amended to read:

*15-8-205. Initial assessment of class ¢tweive four

trailer and mobile home property -— when. The county

assessor shall assess all class ¢weive four trailer and

mobile home property immediately upon arrival in the county
if the taxes have not been previously paid for that year in
another county in Montana.”

Section 9. Section 15-10-402, MC2, is amended to read:

"15-10-402. Property tax limited to 1986 levels. (1)
Except as provided in subsections (2) and (3), the amcount of
taxes lievied on property described in 15-6-133, 15-6-134,
and 15-6—1367—i5-6—i427—aﬁd—i5—6—}44, AND 15-6-144 may not,
for any taxing Jjurisdiction, exceed the amount levied for

taxable year 1986.

-13- SB 436

L -

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

25

SB 0436/02

(2) The limitation contained in subsection (1) does not
apply to levies for rural improvement districts, Title 7,
chapter 12, part 21; special improvement districts, Title 7,
chapter ‘12, part 41; elementary and high school districts,
Title 20; or bonded indebtedness.

{3) New constructi;h or improvements to or deletions
from property described in subsection (1) are subject to
taxation at 1986 levels.

(4) As used in this section, the "amount of taxes
levied" and the “amount levied" mean the actual dollar
amount of taxes imposed on an individual piece of property.,
notwithstanding an increase or decrease in value due to
inflation, reappraisal, adjustments in the percentage
multiplier used te convert appraised value to taxable value,

changes in the number of mills levied, or increase or
decrease in the value of a mill."

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

*15-10-412. Property tax 1limited to 1986 levels —-—
clarification -- extension to all property classes. Section
15-10-402 is interpreted and clarified as follows:

{l1) 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

-14- SB 4136
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this section, the actual tax liability Ffor an individual
property is capped at the dollar amount due in each taxing
unit for the 1986 tax year. In tax vears thereafter, the
property must be taxed in each taxing unit at the 1986 cap
or the product of the taxable wvalue 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 1985 tax year.

{3) The 1limitation 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 remodel ing of
improvements;

(c} transfer of property into a taxing uait;:

{d) subdivision of real property;

{e) reclassification of property;

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

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

status;
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{h) revaluations caused by:

(i) c¢yclical reappraisal; or

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

{i) increases in property valuation pursuant to
15-7-111(4) through (8) in order to equalize property values
annually.

{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 1liability 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 productien for property described in 15-6-131 or
15-6-132;

{e} annexaticn of the individual property into a new
taxing unit;

{f) conversion of the individual property from
tax-exempt to taxable status; or

{g) 1increases in property valuation pursuant to

-16- SB 436
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15-7-111(4) through {8) in order to equalize property values
annually.

{9) Property in classes fourry-—tweive; and f£fenrteen
eleven is valued according to the procedures used in 19B6,
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 remcdeled
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 foury-—ctass--tweivey or class
fourteen eleven property is wvalued 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 classifications, salaries

of local government officers, and all other matters 1in which

total taxable valuation is an integral component are not
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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 wvaluation, but in no case may the mills 1levied
exceed a number calculated to equal the revenue from
property taxes for the 1986 tax year in that taxing unit,

{by a levy authorized wunder 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
1984, 1985, and 1986;

(¢} a levy authorized in S0-2-111 that was made Iin 19286
was for less than the number of mills levied in either 1984

ar 1985, in which case the taxing unit may, after approval
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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 1986.

{8) 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;

(c) 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) revolving 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.

{(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 body of the taxing unit containing:
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(a) a £inding 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 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 limitation 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 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 Lo ensure the public
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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 cf 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."

Section 11. sSection 15-16-611, MCA, is amended to read:

"15-16-611. Reduction of property tax for property
destroyed by natural disaster. (1) The department of revenue
shall, upon showing by a taxpayer that some or all of the
improvements on his real property or a trailer or mobile
home as-described—in-15-6-142 have been destroyed to such an
extent that such improvements have been rendered unsuitable
for their  previous use by natural disaster, adjust the
taxable value on the property, accounting for the
destruction.

{2) The county treasurer shall adjust the tax due and
payable for the current year on the property undé: 15-16-102
as provided in subsection {(3) of this section.

({3) To determine the amount of tax due for destrayed

property, the county treasurer shall:
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(a) multiply the amount of tax levied and assesged on
the original taxable value of the property for the year by
the ratio that the number of days in the year that the
property existed before destruction bears to 365; and

{b) multiply the amount of tax levied and assessed on
the adjusted taxable value of the property for the remainder
of the year by the ratio that the number of days remaining
in the year after the destruction of the property bears to
365.

{(4) This section does not apply to delinguent taxes
owed on the destroyed property for a year pricr to the year
in which the property was destroyed.

{5) For the purposes of this section, "natural
disaster” includes but is not limited to fire, flood,

earthquake, or wind."

Section 12. section 67-3-204, MCA, is amended to read:

"67-3-204. Fee in lieu of tax on registered aircraft --
decal. (1) Except as provided in subsection (3), aircraft
required to be registered in Montana are subject to a fee,
The registration fee is in lieu of property tax.

(2) The department shall issue a decal to the owner of
the aircratt required to be registered at the time of
payment of the registration fee in lieu of tax, as provided
in 67-3-20l. No aircraft subject tc a fee in lieu of tax may

be operated in this state unless there is displayed on the
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aircraft a decal as visual proof that the fee in lieu of tax
has been paid@ for the aircraft and that the aircraft is
registered for the current year.

(3) Aircraft that meet the description of property
described in 15-6-%43 15-6-145 are exempt from the fee
imposed by subsection {(l). Aircraft subject to the £fee 1in
lieu of tax are exempt from all other taxation."

NEW SECTION. Section 13. Repealer. Sections 15-6-142,
x5~6-:44y 15-6-147, 15-6-148, 15-6-149, 15-6-150, 15-6-153,
15-6-154, and 15-6-15%, MCA, are repealed.

NEW SECTION. Section 14. Coordination instruction. (l)v
If House Bill 340 is passed by the 52nd legislature and
approved by the governor, then the code commissioner 1is
instructed, at the time of codification of that enactment,
to change references in that enactment from c¢lass thirteen
property to class ten property.

{2) The code commissioner is instructed to change
references to classes of property in enactments of the 52nd
legislature to conform to the classifications established in
[this act].

NEW SECTION. Section 15. ~applivavlllity EFFECTIVE DATE
-~ APPLICABILITY. ([This act] IS EFFECTIVE ON PASSAGE AND

APPROVAL AND applies RETROACTIVELY, WITHIN THE MEANING OF

1-2-109, to tax years beginning on or after January 1. 1982

1991.
-End-

-23- SB 436



52nd Legislature SB 0436/02

W N

o @ N oW

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

25

SENATE BILL NO. 416
INTRODUCED BY B. BROWN

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "AN ACT RESTRUCTURING THE
PROPERTY TAX CLASSIFICATION SYSTEM BY CONSOLIDATING CLASSES;
ELIMINATIRG CLASS TWELVE PROPERTY AND INCLUDING TRAILERS AND
MOBILE HOMES 1IN CLASS FOUR PROPERTY: ELIMINATING CLASS
EIGHTEEN (NONPRODUCTIVE MINING CLAIMS), CLASS NINETEEN
{ NONPRODUCTIVE REAL ESTATE), AND CLASS TWENTY
(OUT-OF-PRODUCTION AGRICULTURAL LAND AND TIMBERLAND), ALL OF
WHICH BECOME TAXABLE AS CLASS FOUR PROPERTY; CONSOLIDATING
RAILROAD PROPERTY AND AIRLINE PROPERTY INTO ONE CLASS;
DELETING THE FORMULA FGCR COMPUTING THE VALUE OF OTHER
COMMERCIAL PROPERTY NECESSARY FOR TAXATION OF RAILROAD
PROFERTY AND AIRLINE PROPERTY BY DELETING NET AND GROSS
PROCEEDS; DELETING 1IN CLASS SIX PROPERTY THE SEPARATE
PROVISION FOR MALTING BARLEY FACILITIES; AMENDING SECTIONS
7-13-2527, 15-1-111, 15-6-134, 15-6-136, 15-6-141, 15-6-144,
15-6-145, 15-8-205, 15-10-402, 15-10-412, 15-16-611, AND
67-3-204, MCA; REPEALING SECTIONS 15-6-142, 315-6-14é47
15~-6~147, 15-6-148, 15-~6-149, 15-6-150, 15-6-153, 15~6-154,

AND 15-6-155, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE

AND A RETROACTIVE APPLICABILITY DATE."

‘Z}géggmntqﬁnuw-aund

SB 0436/02

There are no changes in this bill,
and will not be reprinted. Please
refer to yellow copy for complete

text.
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HOUSE COMMITTEE OF THE WHOLE AMENDMENT
Senate Bill 436
Representative Thomas

April 15, 1991 4:40 pn
Page 1 of 1

Mr., Chairman:

I move to amend Senate Bill 436 (third reading
copy -- blue).

Signed: M/f(&m

\LRepreaentatIveTﬁomas
And, that such amendments to Senate Bill 436 read as follows:

1. amend House Taxation Committee Standing Committee Report,
Dated April 15, 1991, {Corrected Version, Lavender Copy?:

Amendment No. 13, in (e):

Strike: ", together with all improvements, including any
trailer or mobile home used as a residence”

C ADGPT
h J//

REJECT

S6F 43¢
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HOUSE COMMITTEE QOF THE WHOLE AMENDMENT
Sanate Bill 436
Representative Gilbert

April 16, 19%91 7:58 am
Page 1 of 2

Mr. Chairman: I move tc amend Senate Bill 436 (third reading

copy -- blue),
Signed: ESGRr‘EEELJﬂX*QAk:

Representative Gilbert

And, that such amendments to Senate Bill 436 read as follows:
1. Amend House Taxation Committee Standing Committee Report Dated
April 15, 19%1, (Corrected Version, Lavender Copy):

Amendment No., 1:

Strike: "PROVIDING THAT RURAL RESIDENTIAL PROPERTY BETWEEN

20 AND 40 ACRES IN SIZE BE TAXED AT ONE-HALF THE RATE
OF CLASS FOUR PROPERTY;"

Amendment No. 4:
Strike Amendment No. 4 in its entirety

Amendment No. 5:
Strike: "Following: "15-6-141,"
Insert: "15-6-143,""

Amendment No. 6, in last Insert:.
Strike: "15-7-202,"

Amendment No. 13:
Strike: Amendment No. 13 in its entirety

Amendment No. 15:
Strike: Amendment No. 15 in its entirety

Aamendment No. 17:
Strike: Amendment No. 17 in its entirety
Renumber: subsequent sections

Amendment No, 18, incorporating section 11i:

Strike: Section 11 amending section 15-7-202 from the
amendment .

Renumber: subseguent sections

Amendment No. 23:
Strike: "Section 19.7
Insert: “Section 17."

(o) . HOUSE

S8 Yl

REJECT



R 1 HOUSE COMMITTEE OF THE WHOLE AMENDMENT
April 16, 199 Senate Bill 436
e ° Representative Dowell

Amendment No., 25: ' April 16, 1991 B:07 am
Strike: "17(2)" Page 1 of 3

Insert: *15(2)" Mr, Chairman:

copy - blue).

And, that such amendments to Senate Bill 436 read as follows:

1.Amend House Taxation Committee Standing Committee Report Dated
April 15, 1991, (Corrected Version, Lavender Copyl:

Amendment No. 23:
Following: "15-6-134" in the insert instruction
Insert: "and [section 17]*

And that Senate Bill No. 436 be further amended as follows:

1. Title, line 17,

Following: “PROCEEDS;"

Insert: "PROVIDING A $50 REDUCTION IN PROPERTY TAXES FOR OWNER-
OCCUPIED, SINGLE-FAMILY RESIDENCES; REQUIRING THE DEPARTMENT
OF REVENUE TO PROVIDE NOTICE OF THE REDUCTION; PROVIDING AN
APPROPRIATION FOR REIMBURSEMENT OF LOSS OF TAX REVENUE BY

LOCAL GOVERNMENTS, SCHOOL DISTRICTS, AND OTHER TAXING
JURISDICTIONS; "

2. Page 23.
Following: line 7
Insert: "NEW SECTION. Section 17. Reduction in residential
property taxes -- notice to taxpayers -- appropriation. (1)
The property taxes on gqualifying owner-occupied, single-
family residences are reduced by $50. A taxpayer is
entitled to the tax reduction if by August 15, 1991, for tax
year 1991, or if by April 15 of the tax year in succeeding
years, the taxpayer successfully applies for a reduction on
a form provided by the department of revenue, stating:
{a) that the taxpayer maintains the property as his
primary dwelling for at least 10 months a year; and
{(b) other information determined by the department as
relevant to the applicant's eligibility.
{2) (a) The department shall notify all owners of class
four property that if they own a owner-occupied, single-

@ SB6@F36.3
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April 16, 1991
Page 2 of 3

family residence, they may be entitled to a reduction in
property taxes on the property. For the tax year 1991, the
notice must be mailed not later than August 1, 1991, and may
be included with any other mailing conducted by the
department or its agents. The notice must contain:

a provision that states that the 52nd legislature
enacted a provision that reduces the property taxes on
owner-occupied, single-family residences;

{ii) an explanation of the reduction and relevant
information necessary for the taxpayer to determine whether
his property may qualify;

(i a copy of the form necessary to apply for the
reduction; and

(iv} a phone number that the person may call to receive
further information.

{b) Beginning in tax year 1991 and for each succeeding
year, the department shall cause the notice and forms to be
included with the notice of property taxes due.

{3) The tax notice sent to gualifying taxpayers under
15-16-101 must include the property tax reduction.

{4} The department shall pay to the county treasurer
the amount of money equal to the total tax reductions on
property withing the county. The county treasurer shall
distribute the money to all entities and accounts in the
county and state government that receive property tax
revenue, including but not limited to statewide educational
levies, cities, towns, counties, school districts, special
districts, authorities, and special bonding districts. The
treasurer shall distribute the money in the same manner as
revenue from property tax levies was distributed.

{5) There is appropriated from the general fund to the
department for the biennium ending June 30, 1993, the amount
necegsary ta reimburse taxing jurisdictions for tax revenue
loat by granting property tax reductions to taxpayers with
ownexr-occuplied, single-family residences.

NEW SECTION. Section 18. Codification instruction,
[(SectIon I7] 18 Intended to be codified as an integral part
of Title 15, chapter 16, and the provisions of Title 15,
chapter 16, apply to [section 17]."

Renumbery: subsequent sections

3. Page 23,
Following: line 20
Insert: "“{3)

If Senate Bill No. 461 is not passed and approved,
then the following provisions of [this act] are void:

(a} the section amending 15-6-201;

{b} all of the amendments in the section amending 15-1-
111 except the deletion of the references to "and 15-6-147"
in 15-1-111(1) (a) and (3); and

810807CW.HpA

(c)

[sections 17 and 18]."

April 16, 1991
Page 3 of 3
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HOUSE STANDING COMMITTEE REPORT

April 12, 1991
Page 1 of 6

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

Bill 436 {third reading copy —-—- blue) be

amended .

Signed:

Carried by:

And, that such amendments read:

1. Title, line 8.
Following: “PROPERTY;"

curred in as

ayy Harrin
Rep. Cohen

Insert: “CLARIFYING THE COMPUTATION OF INCOME FOR PURPCSES OF THE

LOW-~INCOME PROPERTY TAX CREDIT;

PROVIDING THAT AN ELIGIBLE

HEAD OF HOUSEHOLD MAY QUALIFY FOR THE LOW-INCCME PROPERTY
TaX CREDIT; PROVIDING THAT RURAL RESIDENTIAL PROPERTY
BETWEEN 20 AND 40 ACRES IN SIZE BE TAXED AT ONE-HALF THE

RATE OF CLASS FOUR PROPERTY;"

2. Title, lines 9 and 10.
Folliowing: “CLAIMS)" on line 9
Strike: *,*

Insert: "BY COMBINING IT WITH CLASS THREE PROPERTY; ELIMINATING"

Following: "ESTATE)}" on line 10
Strike: *","

3, Title, line 11.
Strike: "“ALL™
Insert: "BOTH"

4. Title, line 18.
Following: "FACILITIES;"

Insert: "CHANGING THE CRITERIA FOR CLASSIFYING AGRICULTURAL LAND
BY REQUIRING $25 PER ACRE ANNUAL GROSS INCOME FROM
AGRICULTURAL PRCDUCTION FOR ACRES IN EXCESS OF 20 ACRES BUT
LESS THAN 40 ACRES; CHANGING THE CRITERIA FOR CLASSIFYING
TIMBERLAND TO PROHIBIT TIMBERLAND CLASSIFICATION IF THE
PARCEL IS SUBDIVIDED LAND WITH RESTRICTIONS THAT EFFECTIVELY

PROHIBIT TIMBER HARVESTING;"

5. Title, line 19.
Following: *15-1-111,"
Insert: "15-6-133,"

7B1&616SC.H5F
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6., Title, line 20.
Following: *“15-6-145,"
Insert: "15-6-155,"

7. Title, line 22.
Focllowing: "15-6-153,"
Insert: “AND"

8. Title, lines 23 and 24,

Strike: "AND 15-6-155," on line 23
Following: "PROVIDING®" on line 23
Strike: "AN IMMEDIATE"

Strike: "DATE" on line 23

Insert: "DATES,”

Strike: "AND® on line 24
Following: "DATE"

Insert: ", AND A TERMINATION DATE"

9. Page 5.
Following: line 3.
Insert: "Section 3. Section 15-6-~133, MCA, is amended tc read:
"15-6-133. Class three property -- description -- taxable
percentage. (1) Class three property includes:
(a) agricultural land as defined in 15-7-202;

{bY nonproductive patented mining claims outside the limits
of an incorporated city or town held by an owner for the ultimate
urpose of developing the mineral interests on the property. For
the purposes of tEis subsection (1] (b)), the following prov§s;ons

apply:

i} The claim may not include any property that is used for
residentlal purposes, recreational purposes as described in 70-
1e-20T, or commercial purposes as defined in 15-1-101 or any
property the surface of which is being used for cther than mining
purposes or has a separate and independent value for such other

Urposes.

({I] Improvements to the property that would not disqualify
the parcel are taxed as otherwise provided in this title,
including that peortion of the land upon which such improvements
are JTocated and that is reasonably required for the use of the

improvements.
[iii) Nonprecductive patented mining claim property must be

valued as if the land were devoted to agricultural grazing use.
~{2) Class three property is taxed at the taxable percentage
rate "P" of its productive capacity,

{3} Until July 1, 1986, the taxable percentage rate "P" for
class three property is 30%.

(4) Prior to July 1, 1986, the department of revenue shall
determine the taxable percentage rate "P" applicable to class

A5,
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three property for the revaluation cycle beginning January 1,
1986, as follows:

to thé?boversor ESFSEE SE1ERE, 9988t meRt oI sovenue Ehalh SRTEALY
appraised value of all property in the state claesified pnder
class three as of January 1, 1986, has increased due to the
revalvation conducted under 15-7-111, This figure is the
"certified statewide percentage increase”,

(b} The taxable value of property in class three is
determined as a function of the certified statewide percentage
increase in accordance with the table shown below.

{c} This table limits the statewide increase in taxable
valuation resulting from reappraisal to 0%, In calculating the
percentage increase, the department may not consider agricultural
use changes during calendar year 1985.

(@) The taxable percentage must be calculated by
interpolation to coincide with the nearest whole number certified
atatewide percentage increase from the following table:

Certified Statewide Class Three Taxable

Percentage Increase Percentaga "P"
] 30.00
10 27.27
20 25.00
30 23.08
40 21,43
50 20.00

(5) After July 1, 1986, no adjustment may be made by the
department to the taxable percentage rate "P" until a revaluation
has besn made as provided in 15-7-111.*"

Renumber: subsequent sections

10. Page 5, line 18.
Following: "“including"”
Insert: "net business income or loss and”

11, Page 5, line 20,
Following: "couple”
Insert: "or a head of household"

12. Page 5, line 24.
Strike: “."
Insert: ";"

13. Page 5.

Pollowing: line 24

Insert: *(e) contiguous parcels of residential land not within
the limits of an incorporated city or town that are larger
than 20 acres but less than 40 acres, together with all

781616SC.KSF

April 13, 1991
Page 4 of &

improvements, including any trailer or mobile home used as a
ragidence;

{£) all real and personal froperty that: .

{1) is integraliy related in a single working unit;

{i1) is devoted exclusively to the processing of
agricultural or timber products; and

tiii) (A} has not been in production fer 12
consecutive months or has been acquired in an arm's-length
transaction by an unralated Eerson, including an acquisition
in a foreclosure sale or bankruptcy proceeding; or

(B} has been acquired in a foreclosure or bankruptcy
pracaading by a person, as defined in 15-19102{ having no
relationship to or intereat in the property prior to the
transaction.”

14, Page 6.

Following: line 9%

Under: "Married Couple® on line 9
Ingart: "Head of Household"

15, Page 7, line 9.
Strike: “subsection®
Ingert: "subsections”
Follawing: "(1) (d)}*
Insert; “and (1) (e)"”

16. Page 7,

Polloving: line 11}

Ingert: "(d) (i) In determining the market value of the property
dascribed in subsection (1) (e), the department shall reduce
the assessed value by 25% a year for each year the plant
continues to he out of production until the market wvalue is
reduced ta salvage value. L

(ii) Upon commencement of production or ap acquisition
described in subsection (1) (e) (iii) (B), property described
in subsectien (1) (e} must remain at the preceding year's
valuation for the succeeding 12 months. Following the end of
the 1Z-month period, the property may be considered new or
expanding industry as provided in Title 15, chapter 24, part
14!-

17. Page 13.

Follewing: line 11

Ingert: "Section 9. Saection 15-6-155, MCA, is amended to read:
"15-6-155. Application for classification as eless

sweney nonproductive property -- local government approval
required. i!! K person applying for classification of

property as esimge—twenty pnonproductive property under 15-6-
134(1) {e) shall make an appIEcat;on G the deparfment OF

781616SC . HSF
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revenue on a form provided by the department without cost.

{2) The department may not grant an application for
classification of property_ as g*ﬁﬁ?‘?WEﬁty ¥%Sg€335g§é§%y
property unliess the goverhing body of the  a or
incorporated city or town approves the application by
resoluticn, following due notice as defined in 76-15-103 and
a public hearing, for its respective jurisdiction.

{3) The resolution provided for in subsection (2) must
specify the property that the taxing jurisdiction approves
for classification as nonproductive property
under 15-6-134(1) (e} .

{4} The property valuation reduction granted—to—eless

applies only to the number of
mills levied and assessed for local high school district and
elementary school district purposes and to the number of
mills levied and assessed by an approving governing hody
over which it has scle discretion. In no case may the
property valuation reduction fes—eipss—twenby—prapersdy apply
to levies or assessments reguired under Title 15, chapter

10; 20-9-331; 20-9-333; or otherwise regquired under state
law.""

Renumber: subsequent sections

18. Page 23, line 3.
Fellowing: “"Repealer.”
Insert: "(1)"

19. Page 23, iine 9.
Following: "15-6-153,"
Insert: *and"

20. Page 23, line 10.
Strike: "and 15-6-155,"

21. page 23.
Following: line 10
Insert: *(2) Section 15-6-155, MCA, is repealed.”

22. Page 23,

Following: line 20

Insert: "NEW SECTION. Section 17. Termination. Subsections
(1) (7 and {2) {d) of 15-6-134 terminate January 1, 1993."

Renumber: subsequent section

23. Page 23, lines 21 and 22.

Strike: "DATE"™ on line 21

Insert; "DATES"

Following: ®"APPLICABILITY." on line 22
Ingsert: "{1}¥

781616SC.HSF
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Insert: "Except as provided in subsection (2), {this"

24, Page 23,
Following: line 25

Insert:

"2}

[Section 15(2)1 is effective January 1, 1993."

7816165C.HSF
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Mr. Speaker: We, the committee on Taxation report that Senate

Bill 43¢ (third reading copy -- blue) be concurred in as
amended .,

Carried by: Rep. Cohen

And, that such amendments read:

(This report corrects the Taxation standing committee report
dated April 12, 1991.) )

1. Title, line 8,

Following: "PROPERTY;"

Insert: “CLARIFYING THE COMPUTATION OF INCOME FOR PURPOSES OF THE
1LOW-INCOME PROPERTY TAX CREDIT; PROVIDING THAT AN ELIGIBLE
-HEAD OF HOUSEHOLD MAY QUALIFY FOR THE LOW-INCOME PROPERTY
TAX CREDIT; PROVIDING THAT RURAL RESIDENTIAL PROPERTY
BETWEEN 20 AND 40 ACRES IN SIZE BE TAXED AT ONE~HALF THE
RATE OF CLASS FOUR PROPERTY;"

2. Title, lines 9 and 10,

Foliowing: "CLAIMS)" on line 9

Strike: *,"

Insart: "BY COMBINING IT WITH CLASS THREE PROPERTY; ELIMINATING"
Following: "ESTATE]" on line 10

Strike: *,"

3. Title, line 11.

Strike: "ALL"

Insert: “BOTR"

4. Title, line 18.

Following: "FACILITIES;"

Insert: "CHANGING THE CRITERIA FOR CLASSIFYING AGRTICULTURAL LAND
BY REQUIRING $25 PER ACRE ANNUAL GROSS INCOME FROM
AGRICULTURAL PRODUCTION FOR ACRES IN EXCESS OF 20 ACRES BUT
LESS THAN 40 ACRES; CHANGING THE CRITERIA FOR CLASSIFYING
TIMBERLAND TO PROHIBIT TIMBERLAND CLASSIFICATION IF THE

PARCEL IS SUBDIVIDED LAND WITH RESTRICTIONS THAT EFFECTIVELY
PRCHIBIT TIMBER HARVESTING;™

8012135C,HSF
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5. Title, line 19,

< - L] —T - -
fRidoringj tisyizlal.
Following: "15-6-141,"
Insert: "15-6-143,"

6. Title, line 29.
Following: *"15-6-145,"
Insart: "15-6-15%, 15-7-202,"

7. Title, line 22,
Following: *"15-6-153,"
Insert: “AND"

8. Title, lines 23 and 24.
Fellowing: "PROVIDING” on line 23
Strike: ®AN IMMEDIATE"

Strike: "DATE™ on line 23

Insert: "DATES,"

Strike: "AND* on line 24
Following: "DATE"

Insert: ", AND A TERMINATION DATE"

9. Page 5.
Following: line 3.
Insert: "Section 3. Section 15-6~133, MCA, is amended to read:
*15=6~-133. Class three property -~ description -- taxable
percentage, (1) Class three property includes:
{a)}) agricultural land as defined in 15-7-202;
{b} nonproductive patented mining claims cutside the limits
of an incorporated city or town held by an owner for the ultimate

. purpoge of developing the mineral interests on the property. For
the purposes of tEIs subsection (1) {b], the following prov%s{ons

apply:

B (i) The claim may not include an yoperty that is used for

residsniTsl puFposes, recreations] Purposss.as Jscribed in 70-
= ; Or commercial purposes as deflne n e or any

property the surface of which is being used for other than mining

purposes or has a separate and independent value for such other
ur S6S.

11} Improvements to the property that would not disqualify
the parcel are taxed as otherwise provided in this title,
including that portion of the Iand upon which such improvements
are located and that 1s reasonably regquired for the use of the
improvements.

{iJi] Nonproductive patented mining claim property must be
valued as If the land were devoted to agricuitural grazing use.
(2] Clasa three property is taxed at the taxable percentage

12- HOUSE
CORRECTS AMEND. OF 4-12-91  cali/y)
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rate "P" of its productive capacity.

¢3) OUntil July 1, 1986, the taxable percentage rate "P" for
class three property is 308,

{4} Prior to July 1, 1986, the department of revenue shall
determine the taxable percentage rate “P* applicable to class
three property for the ravaluation cycle beginning January I,
1986, as follows:

(a) The director 6f the department of revenue shall certify
to the governor befecre July 1, 1986, the percentage by which the
appraised value of all property in the state classified under
class three as of January 1, 1986, has increased due to the
revaluation conducted under 15-7-111., This figure is the
*certified statewide percentage increase™.

(b) The taxable value of prope:t{ in class three is
determined as a function of the certified statewide percentage
increase in accordance with the table shawn below.

(¢} This table limits the statewide increase in taxable
valuation resulting from reappraiszal to 0%. In calculating the
percentage increase, the department may not consider agricultural
use changes during calendar year 1985.

{d) The taxable percentage must be calculated by
interpolation to ceoincide with the nearest whole number certified
statewide percentage increase from the following table:

Certified Statewide Class Three Taxable
Percentagg Increase Percentage “p"

30.00
10 27.27
20 25.00
30 23,08
40 21.43
50 20.00

{5} After July 1, 1986, no adjustment may be made by the
department to the taxable percentage rate "P" until a revaluation
has been made as provided in 15-7-111.""

Renumber: subsequent sections

10. Page S, line 18,
Following: "including®
Insert: "net business income or loss and"

11. Page 5, line 20.
Following: “"couple”
Iasert: “or a head of household”

12. Page 5,
Strike: "."
Insert: ";"

line 24,

8012135C HSF
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13. Page 5. .
Following: }ine 22
Insert: "(e} cont guous parcels of residential land not within
the limits of an incorporated city or town that are larger
than 20 acres but less than 40 acres, together with all
improvements, including any trailer or mobilea home used as a
residence;
(f} all real and perscnal property that:
(i) 1is integrally related in a single working unit;
(ii) is devoted exclusively to the processing of
agricultural or timber products; and
tiii} (A) has not been in production for 12
consecutive months or has been acquired in an arm's-length
transaction by an unrelated person, including an acquisition
in a foreclosure sale or bankruptcy proceeding; or
(B} has been acquired in a foreclosure or bankruptcy
proceeding by a person, as dafined in 15-1-102, having no
relationship to or interest in the property prior to the
transaction.,”

14. Page 6.

Following: line 9

Under: "Married Couple® on line 9
Insert: “Head of Household™

15. Page 7, line 9.
Strike: “subaection®
Insert: “subsections™
Following: “¢}) {d}"™
Insert: "and (1)} {e}"

16. Page 7,

Following: line i1

Insert: "{d} (i) In determining the market wvalue of the property
described in subsection (1) {e}, the department shall reduce
the assessed value by 25% a year for each year the plant

continues to be out of production until the market value is
reduced to salvage value.

{ii} Upon commencement of production or an acquisition
described in subsection (1) {e} (iii) (B}, property described
in subsection (1) (2} must remain at the preceding year's
valuation for the succeeding 12 months. Following the end of
the 12-month period, the property may be considered new or
?ipghding industry as provided in Title 15, chapter 24, part

17, Page 10,

Following: line 24
Insert: "Section 7. Section 15-6-143, MCA, is amended to read:

801213SC.HSF
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"15-6-143. (Temporary) Class thirteen property --
description -- taxable percentage. {1) Class thirteen
property includes all timberland.

{2) (a) Timberland is contiguous land exceeding i5
acres in one ownership that is capable of producing timber
that can be harvested in commercial quantity.

(b) Land may not be classified or valued as timberland
if it i3 subdivided Into parcels of land larger than 15

{3) Class thirteen praperty is taxed at the—persentage
rate—"pd 4% of the combined appraised value of the standing
tinbe: and grazing productivity of the property.

Renumber: subsequent sections

18, Page 13.
Following: line 11

Insert: *"Section 10, Section 15-6-155, MCA, is amended to read:

"15-6~155. Application for classification as cless

ewonty nonproductive property -- local government approval
required. iI) A person applying for classification of
property as eless—twenty nonproductive property under 15-6-

8012138C.HSF
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134(1) (e} shall make an application to the department of

Tevanyg, on, B FEm, PERYATSda DY, S o d5RET ERoRE Y ERRE S OP8E -
classification of property as elsse—itwenty nonprcductive
property unless the governing body of the affected county or
incorporated city or town approves the application by
resolution, following due notice as defined in 76-15-103 and
a public hearing, for its respective jurisdiction.

{3}  The resolution provided for in subsection (2) must
specify the property that the taxing jurisdiction approves
for classification as edase—ewemty nonproductive property
under 15-6-134{1) (e).

{1)  Thé property valuation reduction gramted—te—elass
twerrty—properey—under—15—6—158 applies only to the number of
mills levied and assessed for local high schoeol district and
elementary school district purposes and to the number of
mille levied and assessed by an approving governing body
over which it has sole discretion. In no case may the
property valuation reduction fer-eless—twenty—prepesey apply
to levies or assessments required under Title 15, chapter
10; 30-9—331; 20-9-333; or otherwise required under state
law.

Section 11. Section 15-7-202, MCA, is amended to read:

“15.7-202. Eligibility of land for valuation as
agricultural, (1) Contiguous parcels of land totaling 286 40
acres or more under one ownership shall be eligible for
valuation, assessment, and taxation as agricultural land
each year that none of the parcels is devoted to a
commercial or industrial use.

{2} Contiguous or noncontiguous parcels of land
totaling less than 28 40 acres under one ownership that are
actively devoted to agricultural use shall be eligible for
valuation, assessment, and taxation as herein provided each
year the parcels meet any of the following qualifications:

(a) if the parcels w@w
produce and the owner or e owney's agent, employee, oOr
lesgee markets not less than §$1,500 in annual gross income
from the raising of livestock, poultry, field crops. fruit,
and other animal and vegetable matter for foed or fiber;

{(b) if the parcels are 20 acres or larger and less
than 40 acres, each sarcel must produce the 51,500 in annual
grosE income reguire in subsectgon {2 {a), plus_an
excess of 20 acres, in annual gross income from the sources
specified in subsaection {7){a); or

{b¥(¢) the parcels wonld have met the qualification
set out In subsection (2}{a) or (2) {(b) were it not for
independent intervening causes of proauction failure beyond
the contreol of the producer or marketing delay for economic

801213SC.HSF
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advantage, in which case proof of gualification in a prior
year will suffice,

{3} Parcels that do not meet the gqualifications set
out in subsections (1) and (2) .shall not be classified or
valued as agricultural if they are part of a platted
subdivision that is filed with the county clerk and recorder
in compliance with the Montana Subdivision and Platting Act.

(4) Land shall not be classified or valued as
agricultural if it is subdivided with stated restrictions
prohibiting its use for agricultural purposes.

(5} The grazing on land by a horse or other animals
kept as & hobby and not as a part of a bona fide
agricultural enterprise shall not be considered a bona fide
agricultural operation.

(6} If land has been valued, assessed, and taxed as
agricultural land in any year, it shall continue to be so
valued, assessed, and taked untll the department
reclassifies the property. A reclassification does not mean
revaluation pursuant to 15-7-111,

{7} Por the purposes of this part, growing timber is
not an agricultural use. (Subsection (7) terminates January
i, 19%1-~sec. 10, Ch. 681, L. 1985.}""

Renumber: subsequent sections

19. Page 23, line 8.
Following: “"Repealer.”
Insert: "(1)"

20. Page 23, line 9.
Following: "15-6-153,°
Insert: "and*

21. Page 23, line 10.
Strike: “"and 15-6-155,"

22. page 23,
Following: line 10
Insert: "(2) Section 15-6-155, MCA, is repealed.”

23, Page 23.
Following: line 20 : '
Insert: "NEW SECTION. Section 19, Termination. Subsections

(1) (FY and (27 1{d) -.of 15-6~134 terminate January 1, 1993,"
Renumber: subsequent section

8012138C HSF

April 15, 1991
Page 8 of 8

& iRa9°-Blextinem 71298 22-
Ingert: "DATES"

Following: “"APPLICARILITY." on line 22
Insert: “(Y™
Strike: "[This"

Insert: “Except as provided in subsection (2), [this"

25, Page 23.
Folluwing: line 25
Insert: "(2) [Section 17(2)] is effective January 1, 1993."

801213SC.HSF
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1 SENATE BILL NO. 436

1  NOTICE OF THE REDUCTION:; PROVIDING AN APPROPRIATION FOR
2 INTRODUCED BY B. BROWN 2 REIMBURSEMENT OF LOSS OF TAX REVENUE BY LOCAL GOVERNMENTS,
3 BY REQUEST OF THE DEPARTMENT OF REVENUE 3 SCHOOL DISTRICTS, AND OTHER TAXING JURISDICTIONS; DELETING
4 4 IN CLASS SIX PROPERTY THE SEFARATE PROVISION FOR MALTING
5 A BILL FPOR AN ACT ENTITLED: "AN ACT RESTRUCTURING THE 5 BARLEY FACILITIES; EHANGING--PHE--CRIPERIA--POR--CHASSIP¥ING
6 PROPERTY TAX CLASSIFICATION SYSTEM BY CONSOLIDATING CLASSES: 5 AGRICHEPHRAD--HAND- - B¥-—REQUIRING--925-PER-ACRE-ANNUAL-GROSS
7 ELIMINATING CLASS TWELVE PROPERTY AND INCLUDING TRAILERS AND 2 INCOME-FROM-AGRICUDLFHRAL - PRODUEPION - POR-AERBS—IN- - EXEESS——OF
8  MOBILE HOMES 1IN CLASS FOUR PROPERTY; CLARIFYING THE 8 26— -AERES--BYP-HESS - PHAN- 40— ACRES; - CHANGENG-FHE-CRETERIA-POR
3 - COMPUTATION OF INCOME FOR PURPOSES OF THE  LOW-IRCOME 9 €bAS5¥PY¥FNG-FIMBEREAND—F0-PROHIBIP-PEMBEREANB-CLASSIPICATION

10 PROPERTY TAX CREDIT; PROVIDING THAT AN ELIGIBLE HEAD OF 10 $P-PHE-PAREEDL—39--SUBDIVIDED-—bLAND-—WIPH--RESTRICTIONS - -THAT

it HOUSEHOLD MAY QUALIFY FOR THE LOW-INCOME PROPERTY TAX 11 EPPEEPIVEDY¥--PROHIDIF—-PEMBER--HARVESPENG; AMENDING SECTIONS

12 CREDIT; PROVIDING-PHAP-RURAL-RESIDENPIAL-PROPERTY-DEPWEEN-20

12 7-13-2527, 1l5-1i-111, 15-6-133, 15-6-134, 15-6-136, 15-6-141,
13 ANB-40-AERES-IN-5F6E-BE~PAKBB-AT-ONE-HALP-FHE-RATE-OP--CBASS

13 $5-6-3437 15-6-144, 15-6-145, 15-6-155, 5-3-282y 15-8-205,
15 MINING CLAIMS)7 BY COMBINING IT WITH CLASS THREE PROPERTY; 15 REPEALING SECTIONS 15-6-142, $5-6-%447 15-6-147, 15-6-148,
16 ELIMINATING CLASS NINETEEN (NONPRODUCTIVE REAL ESTATE)+ AND 16 15-6-149, 15-6-150, 15-6-153, 15-6-154, AND 15-6-155, MCA;
17 CLASS TWENTY (QUT-OF-PRODUCTION AGRICULTURAL  LAND  AND 17 AND PROVIDING AN 3IMMEDIATE EFFECTIVE BA¥R DATES, ANB A
18 TIMBERLAND), AbE HOTH OF WHICH BECOME TAXABLE AS CLASS FOUR 18 RETROACTIVE APPLICABILITY DATE, AND A TERMINATION DATE."
19 PROPERTY; CONSOLIDATING RAILROAD FPROPERTY AND  AIRLINE 19
20 PROPERTY INTO ONE CLASS; DELETING THE FORMULAR FOR COMPUTING 20 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
21 THE VALDE OF OTHER COMMERCIAL PROPERTY NRECESSARY — FOR 21 Section 1. section 7-13-2527, MCA, is amended to read:
22 TAXATION OF RAILROAD PROPERTY AND AIRLINE PROPERTY BY .
22 *7-13-2527. List of property owners. (1) & copy of the
23 DELETING NET AND GROSS PROCEEDS; PROVIDING A $50 REDUCTION
! $ 23 order creating the district shall be delivered to the county
24 IN PROPERTY TAXES _ FOR _ OWNER-OCCUPIED,  SINGLE-FAMILY va sssessor of each v within the dictrict
[ay county wil in e 1stri1ct.
25 RESIDENCES; REQUIRING THE DEPARTMENT OF REVENUE TQ PROVIDE . (2) The a ALl ot L o
& assessor sha » Oon or before August Q any
l\'\ -2- SB 436
( Moncana Legisiative Counci

REFERENCE BILL
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given year, prepare and certify a list of all persons awning
class foury-ciass-eweivey or class fourteen eleven property
within such district and deliver a copy of such list to the
board of trustees of said district.”

Section 2. section 15-1-111, MCA, is amended to read:

"15-1-11ll. Reimbursement to lacal governments and
schools -- duties of department and county treasurer -—-—
statutory appropriation. (1} (a) On or before May 1, 1990,
the department of revenue shall remit to the county
treasurer of each county 30% of the reimbursement amount
specified in subsection (l){b), as computed by the
department. The department shall base the reimbursement on
the reduction in personal property tax revenues due to the
reduction in personal property tax rates for class eight
property, as provided for in 15-6-138, and any reduction in
taxes based upon recalculation of the effective tax rate for
property in 15-6-145 and-15-6-147. The reimbursement basis
must alsc include loss of persconal property tax revenue due
to the reclassification of new industrial property from
class five to class eight with the reduced tax rate. The
determination of the reimbursement basis must be made in the
year in which the reclassification is made.

{b) The reimbursement revenue must be based on the
county's taxable wvalue and mill levies for tax year 1989.

(2) Prior to September ., 1990, the department's agent

-3- 5B 436
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in the county shall supply the following information to the
department for each taxing jurisdiction within the county:

{a) the number of milis levied in the jurisdiction for
taxable year 1989;

{b} the number of mills levied in the jurisdiction for
taxable year 13%0;

(c) the total taxable valuation for taxable years 1989
and 1990, reported separately for each year, of all personal
property not secured by real property; and

{d) the total taxable valuation for taxable years 198%
and 1990, reported separately for each year, of all personal
property secured by real property.

{3) After receipt of the information from its agent,
the department shall calculate the amount of revenue lost to
each taxing Jurisdiction, using current year mill levies,
due to the annual reduction in personal property tax rates
set forth in 15-6-138, and any reduction in taxes based upon
recalculation of the effective tax rate for property in
15-6-145 &and--15-6-147. The department shall total the
amounts for all taxing jurisdictions within the county.

{4) For taxable year 1990 and for each year thereafter,
the department shall remit to the county treasurer the base
amount of revenue reimbursable, determined pursuant to
subsection (3), as follows:

(a) on or before November 30, 1990, and on or before

-4- 5B 436
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each November 30 thereafter, the department shall remit 50%
of the base amount of the revenue reimbursable to the
county; and

(b) on or before May 31, 1991, and on or bhefore each
May 31 thereafter, the department shall remit 50% of the
base amount of the revenue reimbursable to the county.

{5} Upon receipt of the reimbursement from the
department, the county treasurer shall distribute the
reimbursement to each taxing jurisdictioen in the relative
proportions required by the levies For state, county, school
district, and municipal purposes in the same manner as
current year mill levies on personal property taxes are
distributed.

{6) For the purposes of this secticn, "taxing
jurisdiction" means local governments anéd includes school
districts, each municipality with tax increment financing,
and the state of Montana.

{7} The amounts necessary for the administration of
this section are statutorily appropriated, as provided in
17-7-502, from the general fund to reimburse school
districts and local governments for reductions in tax rates

on personal property."

SECTION 3. SECTION 15-6-133, MCA, IS AMENDED TO READ:

"15-6-1313. Class three property -— description -

taxable percentage. (1) Class three property includes:

-5= SB 436
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(a) agricultural land as defined in 15-7-202;

(b) nonproductive patented mining claims outside the

limits of an incorporated city or town held by an owner for

the ultimate purpese of developing the mineral interests on

the property. For the purposes of this subsecticon (1)(b),

the following provisions apply:

(1) The claim may not include any property that is used

for residential purposes, recreational purposes as described

in_70-16-301, or commercial purposes as defined in 15-1-101

or any property the surface of which is being used for other

than mining purposes ar has a separate and independent value

for such other purposes.

(ii) Improvements to the property that would not

disqualify the parcel are taxed as otherwise provided in

this title, including that portion of the land upon which

such improvements are located and that is reasonably

required for the use of the improvements.

(iii) Nonproductive patented mining claim property must

be valued as if the land were devoted to agricultural

grazing use.

{2) Class three property is taxed at the taxable
percentage rate "P" of its productive capacity.

{3) Until July 1, 1986, the taxable percentage rate "P"
for class three property i1s 30%.

{4) Prior to July 1, 1986, the department of revenue

e SB 436
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shall determine the taxable percentage rate "P" applicable
to class three property for the revaluation cycle beginning
January 1, 1986, as follows:

{a) The director of the department of revenue shall
certify to the governor before July 1, 1986, the percentage
by which the appraised value of all property in the state
classified under class three as of January 1, 1986, has
increased due to the revaluation conducted under 15-7-111.
This figure is the "certified statewide percentage
increase”,

(b) The taxable value of property in class three is
determined as a function of the certified statewide
percentage increase in accordance with the table shown
below.

{c) This table limits the statewide increase in taxable
valuation resulting from reappraisal to 0%. 1In calculating
the percentage increase, the department may not consider
agricultural use changes during calendar year 1985.

{d} The taxable percentage must be calculated by
interpolation to coincide with the nearest whole number
certified statewide percentage increase from the following
table:

Certified Statewide Class Three Taxable
Percentage Increase Percentage "P"

0 30.00
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10 27.27
20 25,00
30 23.08
40 21.43
50 20.00

(S) After July 1, 1986, no adjustment may be made by
the department to the taxable percentage rate “P" until a
revaluation has been made as provided in 15-7-111."

Section 4. Section 15-6-134, MCA, is amended to read:

"15-6-134. Class four property -— description -——
taxable percentage. {1} Class fcur property includes:

fa) all 1land except that specifically included in
another class;

(b) a&all improvements, including trailers or mobile

homes used as a _residence, except those specifically

included in another class;
{c) the first $80,000 or less of the market value of

any improvement on real property, including trailers or

mobile homes, and appurtenant land not exceeding 5 acres
owned or under contract for deed and actually occupied for
at least 10 months a year as the primary residential
dwelling of any person whose total income from all sources

including NET BUSINESS INCOME OR_LOSS AND otherwise

tax-exempt income of all types is not more than $10,000 for

a single person or $12,000 for a married couple OR_A HEAD OF

—8- SB 436
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HOUSEHOLD, as adjusted according to subsection (2}(b)(ii);
(d} all golf courses, including land and improvements

actually and necessarily used for that purpose, that consist

of at least 9 holes and not less than 3,000 lineal yards<;

1By --€ONTIGBOUS - PARCEES-OF-RESIPENPIAh~LANB--NOP-~WEPHEN

FHB--EEMIES—-OP-AN-INCORPORATED-E1 7% -GR-TOWN-PHAT-ARH-LARGEBR

FHAN-28-ACRES-BUT-EESS ~FTHAN-—48-—ACRES; —-POGEPHER--WEFH--ALR

IMPROVEMENTS y - INCEUDING-ANYX -FRATEER-OR-MOBILE-HOME-BSEB-AS—-A

RESIDENEET

+P¥(E) ALL REAL RND PERSONAL PROPERTY THAT:

{I) IS INTEGRALLY RELATED IN A SINGLE WORKING UNIT;

{II) IS8 DEVOTED EXCLUSIVELY TO THE PROCESSING OF

AGRICULTURAL OR TIMBER PRODUCTS; AND

(ITT) (A} HAS NOT BEEN IN PRODUCTION FOR 12 CONSECUTIVE

MONTHS OR HAS BEEN RCOUIRED IN AN ARM'S-LENGTH TRANSACTION

BY AN UNRELATED PERSON, INCLUDING AN ACQUISITION IN A

FORECI.OSURE SALE OR BANKRUPTCY PROCEEDING; OR

(B} HAS BEEN ACQUIRED IN A FORECLOSURE OR__BANKRUPTCY

PROCEEDING BY A PERSON, AS DEFINED IN 15-1-102, HAVING MO

RELATIONSHIP TO OR INTEREST IN THE PROPERTY PRICR TO THE

TRANSACTION.

{2) Class four property is taxed as follows:

(a) Except as provided in 15-24-1402 or 15-24-1501,
property described in subsections (1){a) and (1l){b) is taxed

at 3.86% of its market value.
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{b) (i) Property described in subsection (1l)(c) is
taxed at 3.86% of its market wvalue multiplied by a
percentage figure based on income and determined from the

following table:

income Income Percentage
Single Person Married Couple Mulitiplier
HEAD OF HOUSEHOLD '
$ ¢ -5 1,000 $ 0 - $ 1,200 %
1,001 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 31,600 20%
3,001 - 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7.200 50%
6,001 - 7,000 7,201 - 8,400 60%
1,001 - 8,000 8,401 -~ 9,600 70%
8,001 - 9,000 9,601 - 10,800 80%
9,001 - 10,000 10,801 - 12,000 20%
{i1) The income levels centained in the table in

subsection (2)(b)({(i) must be adjusted for inflaticn annually
by the department of revenue. The adjustment te the income
levels is determined by:

(A} multiplying the appropriate dollar amount from the
table in subsection (2){b}(i) by the ratio of the PCE for
the second gquarter of the year prior to cthe vyear of

application to the PCE for the second gquarter of 1986; and
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{B) rounding the product thus obtained to the nearest
whole dollar amount.

(iii) "PCE" means the implicit price deflator for
personal consumption expenditures as published quarterly in
the Survey of Current Business by the bureau of economic
analysis of the U.S. department of commerce.

{c) Property described in subsectten SUBSEEPIONS
SUBSECTION (1)(d) ANB——+}¥tBy 1is taxed at one-half the
taxable percentage rate established in subsection (2){a).

(DY (I} IN DETERMINING THE MARKET VALUE OF THE PROPERTY

DESCRIBED 1IN SUBSECTION {(1)(E), THE DEPARTMENT SHALL REDUCE

THE ASSESSED VALUE BY 25% A YEAR FOR EACH YEAR THE PLANT

CONTINUES TO BE OUT OF PRGDUCTION UNTIL THE MARKET VALUE IS

REDUCED TO SALVAGE VALUE.

{II) UPON COMMENCEMENT OF PRODUCTION OR AN ACQUISITION

DESCRIBED IN SUBSECTION {1}{E)(III)(B}, PROPERTY DESCRIBED

IN SUBSECTION {1}(E) MUST REMAIN AT THE PRECEDING YEAR'S

VALUATION FOR THE SUCCEEDING 12 MONTHS. FOLLOWING THE END OF

THE 12-MONTH PERIOD, THE PROPERTY MAY BE CONSIDERED NEW OR

EXPANDING INDUSTRY AS PROVIDED IN TITLE 15, CHAPTER 24, PART

14.
(3) After July 1, 1986, no adjustment may be made by
the department to the taxable percentage rate for class four

property until a revaluation has been made as provided in

15-7-111.
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{4y Within the meaning of comparable property as
defined in 15-1-101, property assessed as commercial
property is comparable only to other property assessed as
commercial property, and property assessed as other than
commercial property is comparable only tc cother property
assessed as other than commercial property.”

Section 5. Section 15-§-136, MCA, is amended to read:

";5~6-136. Class six property —- description —- taxable
percentage. [1) Class six property includes:

{a) livestock and other species of domestic animals and
wildlife raised in domestication or a captive environment,
except for cats, dogs, and other household pets not raised
for profit;

(b} items of personal property intended for rent or
lease in the ordinary course of business, provided each item
of personal property satisfies all of the following:

(i) the full and true value of the personal property is
less than $5,000;

(ii) the personal property is owned by a business whose
primary business income is from rental or lease of personal
property to individuals wherein no one customer of the
business accounts for more than 10% of the toral rentals or
leases during a calendar year; and

(ili) the lease of the personal property 1is generally on

an hourly, daily, or weekly basis: and

-12- SB 436



10
13
12
13
14
15
16
17
18
19
20

21
22
23
24
25

SB 0436/03

tei--machinery-and-sgquipment-used-in--a--mateing--bartey
Eacititys—~and

td¥{c) machinery and equipment used in canola seed oil
processing facilities if:

(i) the operators of such facilities employ a minimum
of 15 full-time employees; and

(ii) @ cancla seed oil processing facility locates in
the state of Montana after July 25, 1989.

{2¥--EMatting-bartey--facittttyi--means--a--factitby——the
principai--purpose-—of--which-is-to-mait-maieing-barley=—Fhe
term-does-not-appiy-to-a-facitity-the-prineipat--purpese--of
whiekh——i8—-to--storer--mixy--blendy--tranasporey-—eransfer;-or
otherwise-do-—anything-—-with-—-mateing--bartey;-—except--maltt
matting--bariey---However;—-any--machinery--or-equipment-the
primeipat--purpose--of--which—-is--eo--store;—-mix7-—-biends
transport;——-transfer;—-sr-otherwise-handie-malting-bariey-or
other-machinery-or-equipmene-that-is-used-in-or—is-otherwise
an—integrai-part-of-a-facitity-that-matts-maiting-bariey--ia
machinery——or-equipment-of-a-matting-bariey-factiity-for-the
purposes-of-this-sections

t3¥(2) “Canola seed oil processing facility" means a
facility that:

(a) extracts oil from canola seeds, refines the crude
0il to produce edible o¢il, formulates and packages the

edible cil into food products, or engadges in any one or more
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of those processes; and

(b) employs at 1least 15 employees in a full-time
capacity.

t4¥(3) Class six property is taxed at 4% of its market
value.”

Section 6. section 15-6-141, MCA, is amended to read:

*15-6-141. <(lass eieven nine property —- description —-
taxable percentage, (1) Class etevan nine property includes:

(a) centrally assessed electric power companies’
allocations, including, if congress passes legislation that
allows the state to tax property owned by an agency created
by congress to transmit or distribute electrical energy.
allocations of properties constructed, cowned, or operated by
a public agency created by the congress to transmit or
distribute electric energy produced at privately owned
generating facilities (not including rural electric
cooperatives);

tb) allocations for centrally assessed natural gas
companies having a major distribution system in this state;
and

{c) centrally assessed companies' allocations except:

{i) electric power and natural gas companies’ property;

{(ii) property owned by cooperative rural electric and
cooperative rural telephone associaticns and classified in

class ftive;
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{iii) property owned by arganizatiaons providing
telephone communications to rural areas and classified in
class seven;

{iv) railroad transportation property included in class
f+fteen twelve; and

(v} airline transportation property included in class
seventeen twelve.

{2) Class eteven npine property is taxed at 12% of
market value.®™

SECEION-F---SEETION-15-6-143; —MEA;-IS-AMENDEB-PO-READ<

835-6-1437-—tFemporary}--€iass--thirteen---properey———--
description——-——-—-- taxabie--percentager-—tiy--€iass--thireceen
preperty-ineindes-ati-timberiands

t2y--ta}-Pimbertand--is--contiguous——tand--exceeding--315
acres-in-one-ownership-that-is-capabte-of--preducing——timber
that-can-be-harvested-in-commerctat-gquantity<

tby--bard--may-not-be-ciassified-er-vailued-as-timberiand

tf-ie-is-subdivided—inte-parceis——of--iand -larqer--than—-i5

acres——-for-commercial-or-residentiai-purposes-and-has-stated

restrictions-—effectiveiy——-prontbiting-—the--harvesting-—-of

timbery
+3y-—-elass——rhirteen-property-ts-taxed-at-the-percencage

tate-4plt 44-of-the-combined-appraised-vatue-cf-the--standing

timber-and-grazing-produetivity-of-rhe-propertys

t43--Par——taxabie--years——-paginning-danvary-1i7;-19867-and
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thereafter;-the-taxable-percentage—rate--LpPi——appiicabie—te
class—-ehirteen--property-13-38%/By-where-B-is-the-certified
statewide--percentage——itncrease—~to—-be--determined--by—-the
department-ocf-revenye-as—provided-—in--subsection——{5yx--Fhe
eaxahie-pereentage-rate-Lpl-shati-be-reunded-downvard-te-the
nearesk--0-8t%--and--shati--be--catcutated-by-the-department
before-gulty-1;-1986+
+5%-~tay-Prior-te-Juty-1tv--15867-—-the--department--shai#
datermine—-the-—certifiad--statewide-percentage-increase-£for
ciass-ehirtesn-property-using-the-formuta-B~=-K/¥;-wheres+
tiy--K-is-che-appraised-vatue;-as-of-January-ir-19867-of
ati-property-in-the-astater-excinding-use--changes--accurring
during--the--preceding-year;-ctassified-under-ciass-thirteen
as-ciass-thirteen-is-deseribed-in-ehis—-sections-and
tity-¥-is—the-appraised-value;-as-of-Jannary-17-1385y7-of
ati-property-in-the-atate-that;-as-of-danuary-:7-15867-wouid
be-ctassified-under-ciass--thirteen——-as—-ciass--thirteen——is
deacribed-in-this-sections
tby—-B-shait-be-raunded-downward-te-the-nearest-0:060%1%~
t6}-~Afeear-—duty--17;--19867-no-adjuscment-may-be-made-by
the-department-te—the-taxable-percentage-—rate--4pi——untit--a
valuatton-has-heen-made-as-provided-in-15-7-itiv-{Perminaces
Jangary-tr~1993i-—sec:-105-Eh=-687-b--1965<32
Section 7. Section 15-6-144, MCA, is amended to read:
"15-6-144. Class

fonrbtesn eleven property ——
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description —- taxable percentage. (1) Class fourteen eleven
property includes all improvements on land that is eligible
for valuation, assessment, and taxation as agricultural land
under 15-7-202(2). Class fourteen eleven property includes 1
acre of real property beneath the agricultural improvements.
The 1 acre shall be valued at market value.

{2) Class Efourteen eleven property is taxed at 80% of
the taxable percentage applicable to class four property.”

Section 8. section 15-6-145, MCA, is amended to read:

*15-6—-145. Class fifeeen twelve property —— description
-— taxable percentage. (1) Class fifteen twelve property
includes all railrocad transportation property as described
in the Railroad Revitalization and Regqulatory Reform Act of

1976 as it read on January 1, 11986, and all aijirline

transportation property as described in the Tax Equity and

Fiscal Responsibility BAct of 1982 as it read on January 1,

1986,

{2) For the eaxable tax year beginning January 1, 986
3992 1991, and for each taxabte tax year thereafter, class
fifteen twelve property is taxed at the percentage rate "R",
to be determined by the department as provided in subsection
(3), or 12%, whichever is less.

{3) R = A/B where:

{(a) A is the total statewide taxable value of all

commercial property, except class fifeeen twelve property,
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as commercial property is described in 15-1-101(1){d)+
incinding-cinss-i-and-etaas-2-preperty; and

(b) B is the total statewide market value of all
commercial property, except class £ifteen twelve property.,
as commercial property is described in 15-1-101(1)(d)7
tnetuding-eciass-i-and-etans-2-properey.

(4) (a) For the taxable year beginning January 1, 1986,
and for every taxable year thereafter, the department shall
conduct a sales assessment ratic study of all commercial and
industrial real property and improvenments. The study must be
based on:

{i) assesaments of such property as of January 1 of the
year for which the study is being conducted: and

(ii) a statistically valid sample of sales using data
from realty transfer certificates filed during the same
taxable year or from the immediately preceding taxable year,
but only if a sufficient number of certificates is
unavailable from the current taxable year to provide a
statistically valid sample.

(b) The department shall determine the value-weighted
mean sales assegssment ratio "M" for all such property and
reduce the taxable value of property described in subsection
{4) only, by multiplying the total statewide taxable value
of property described in subsection (4)(a) by "M" pricr to

calculating "A" in subsection (3)(a).

-18~ S8 436
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(¢) The adjustment referred to in subsection (4)(b)
will be made beginning January 1, 1986, and in each
subsequent tax year to egualize the railroad taxable values.

(5) For the purpose of complying with the 'Railroad
Revitalization and Regulatory Reform Act of 1976, as it read
on January 1, 1986, the rate "R" referred to in this section
is the equalized average tax rate generally applicable to
commercial and industrial property, except class €£ifteen
twelve property, as commercial property is defined in

15-1-101(1}(d}."

SECTION 9. SECTION 15-6-155, MCA, IS AMENDED TO READ:

*15-6-195. Application for classification as ciass
twenty nonproductive property —— local government approval
required. (1) A person applying for classification of
property as ciass--twenty nonproductive property under
15-6-134(1){e) shall make an application to the department
of revenue on a form provided by the department without
cost.

{2) The department may not grant an application for
classification of property as e:ass-twenety nonproductive
property unless the governing body of the affected county or
incorporated c¢ity or town approves the application by
resolution, following due notice as defined in 76-15-1i03 and
a public hearing, for its respective jurisdiction.

{3) The resolution provided for in subsecticn (2) must
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specify the property that the taxing jurisdiction approves
for clagsification as eiass--tweney nonproductive property
under 15-6-134(l)(e}.

(4) The property valuation reduction graated-co-elaas
twenty-property-under-35-6-3158 applies only to the number of
mills levied and assessed for local high school district and
elementary school district purposes and to the number of
mills levied and assessed by an approving governing body
over which it has sole discretion, In no case may the
property valuation reduction fer-elass-ewenty-preperty apply
to levies or assesaments required under Title 15, chapter
1Q0; 20-9-331; 20-9-333; or otherwise required under state
law.”

SEEPION-1t:--SECPION-35-7-2027-MEA;—£5-AMENDED-FO-READ=<

835-F7-202v--Etigibitity-—~of---tand-—-for--vaination——as
agrieutturai--tir-Contiguons-parcets-cf-tand-totating-20 40
acres--or—-more--under--one--ownership-shali-be-etigiblte-for
vaiunationy-assessmenty-and—-taxation--as--agricutenrai--tand
each--year--that--nene—-sf--the——parceis--is--devsted--to-a
cemmerciai-or—industriat-uses :

fi}——eaneiguous———or-——neneentigueus---pareeia--oé-—icﬁa :
totating-ieas-than-26 ig~acres-under—one-eunership*ehat—faga'
act&veiy——devoted-—to—agricu1turaiﬂuse—shuti—be-e&igibée-f&g'
vniuabéonT-assessment7~and—taxaticn-as-here&n-prcvided-4ég¢h-

year-the-pareets-memt-any-of-the-fottowing-quatificationss:
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tay—~if-—the--pareeis--are-iesa-than-28-acres;-they-mast

produee-and-the-owner-er-the--owneris--agent;-—emproyee;——-or
tessee-—-markets--noc-tess-than-$37508-in-annuat-grosa—income
£rom-the-ratsing-af-tivestockr-poulery;-field-crops;——-fruicy
and-other-animat-and-vegetabie-matter-for-food-or-fibers

tby——if-the-parceis-are-20-acres—or-larger-and-iesas—than

40--acresy-—each--parcei--muse--produce-the-517580-in-annualt

groas--income—-required-—in—--supseceion—+24tayy-—-pius———nan

additionai—~9525--per——acre-ar-fracrion-of-an-acra—that-rs—in

excess-of-2@-acresy-in-annuai-gresn-income-from-the--sonrces

specified-in-subseection—{2ytaji-or

tbyte}--the-parceis-wonid-have-met-the-quatificatien—set
out--—in--subseetion—-{2ytay--or--{t24tb}--were——tt--not--£or
independent-intervening-causes—of-preduction-faiture--beyond
the--econtrol-of-the-preoducer-ar-marketing-detay-for-economie
sdvantage;—in-which-case-proof-cf-qualification-ta-—a--prier
year-witi—suffices

t33--Parcels-that-do-not-meet-the-quatifications-set-out
in-subsections-tiy-and-+2j-shati-net-ba-cirassified-or-vaived
as--agriculturai--if-—-they-are-part-of-a-piacted-subdivision
that--ia--fited--with--the--ecounty--c¢ierk-—-and--recorder-—in
eomptiance-with-the-Montana-Subdivision-and-Piatting-Acks

t43--band—-shalit--net——be--cinssifred-—-or---vatued---as
agrienlturat-—if--itt—-ts-subdivided-with-stated-resericeions

prohtbrting-tes-use-far-agricuieurai-purposess
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t5¥--Phe-grazing-on-tanéd-by-a--horse—-er——ather--animais
kept--as--a--hobby—-and--not--as--a--part--of-—-a--bona--fide
agrieniturat-enterprise-shati-not-be-considered-a—-bona-£fide
agricutturat-operations

t6y—-2f--tand--has--been--vatued;-asseased;-and-taxed-as
agrieculevrat-itand-in-any-yeary—it—-shaii-eontinue——to—-be--s8
vained;-—-assessed;---and---taxed---untii-~-the---department
reclassifies—-the-propertyv-A-reciassification-does-—net-mean
revatuation-pursuant—to-5-7#-11t=

t7y--FPar—the-purpeses-of-chis-pare;--geswing--timber——t3
net——an-agrievttural-uses—{Subsection-tIy-—terminates-Sanuary
+7~199t--seer-107-Ehs—-6B1;-b--3985 )4

Section 10. section 15-8-205, MCA, is amended to read:

*15-8-205. Initial assessment of class ewelve four

trailer and mobile home property -— when. The county

assessor shall assess all class ewekve four trailer and

mobile home property immediately upon arrival in the county
if the taxes have not been previously paid for that year in
another county in Montana."

Section 11. section 15-10-402, MCA, is amended to read:

"15-10-402. Property tax limited to 1986 levels. (1)
Except as provided in subsections (2) and (3), the amount of
taxes levied on property described in 15-6-133, 15-6-134,
and 15-6-1367-15-6-%427-and-15-6-%44, AND 15-6-144 may not,

for any taxing jurisdiction, exceed the amount levied for
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taxable year 1986.

{(2) The limitation contained in subsection (1) does not
apply to levies for rural improvement districts, Title 7,
chapter 12, part 21:; special improvement districts, Title 7,
chapter 12, part 41; elementary and high school districts,
Title 20; or bonded indebtedness.

{(3) New construction or improvements to or deletions
from property described in subsecticn (1} are subject to
taxation at 1986 levels.

(4) As used in this section, the “amount of taxes
levied” and the "amount levied" mean the actual dollar
amount of taxes imposed on an individual piece of property,
notwithstanding an increase or decrease in value due to
inflation, reappraisal., adjustments in the percentage
multiplier used to convert appraised value to taxable value,
changes in the number of mills levied, or increase or
decrease in the value of a mill."

Section 12. section 15-10-412, MCA, is amended to read:

»15-10-412. Property tax limited to 1986 levels ——
clarification —— extension to all property classes. Section
15-106-402 is interpreted and clarified as_follows: .

(1) The limitation to 1986 levels is extended to apply
to.al; classes of property described in Title iS, chapter 6,
part.l. - ‘ ‘

{2) The limitation on the amghnt of taxes levied is

213~ _ S® 436
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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 1less for each taxing unit, except in a taxing
unit that levied a tax in tax years 1983 through 1885 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 taxgs 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; ‘ .

(e) transfer of property inte a taxing unit;

{d) subdivision of real property;

(e) reclassification of property:

(£) increases in the amount of production or the value
of production for property described in :;15f6-131 or
15-6-132; -

{g) transfex of property ' f£rom tax-exempt to taxable

S -24- : ' SB 436
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status;

(h) revaluations caused by:

{i) cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvements; or

(i) increases in property valuation pursuant to
15~7-111(4) through {8) in order to equalize property values
annually.

(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 into a new
taxing unit;

{£) conversion of the individual property from

tax-exempt to taxable status; or
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(g) 1increases in property valuation pursuant to
15-7-111(4) through (8) in order to equalize property values
annually.

{5) Property in classes [foury—-twelvey and fourteen
eleven is valued according to the procedures used in 1986,
including the designation of 1982 as the base year, until
the reappraisal c¢ycle 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 remcdeled
improvements;

{c) annexed property; or

(dYy property converted from tax-exempt to taxable
status,

(6) Property described in subsections {S5){a) through
{5)({d) that is not class fours-—ciass--twetvey ©Or cClass
feurteen eleven 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 wvaluation methodology of the department of revenue
intact. Dererminations of county classifications, salaries

of local government officers, and all other matters in which
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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 1levies. 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 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
1984, 1985, and 19a6;

(¢} ‘a levy authorized in 50-2-111 that was made in 1986

was for less than the number of mills levied in either 1984
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or 198%, in which case the taxing unit may, after approval
by the wvoters 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 1986.

(Bl 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;

(c) 1levies pledged £for the repayment of bonded
indebtedness, including tax increment bonds;

{d} city street maintenance districts;

{e) tax increment financing districts;

(£} satisfaction of judgments against a-taxing unit;

{g) street lighting assessments;

{h} revolving funds to support any categories specified
in this subsection (8):

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

{(3) elementary and high school districts.

(9) The limitation on the amount of taxes levied does
not apply in a taxing uﬁit if the voters in the taxing unit

appreve an increase in tax liability fallowing a resolution
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of the governing body of the taxing unit containing:

fa) a f£inding 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;

(¢) an estimate of the amount of funding 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;

{f) a summary of the alternatives that the governing
bedy of the taxing unit hag considered; and

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

{10) 1a} The limitation on the amount of tames 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 limitation set forth in this chapter on the

amount of taxes levied does not apply to levies to support a

* ¢ity-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

-39~ SB 436

W@ =~ ;s

10
11
12
13
14
15
16
17

19
20
21
22
23
24

25

SB 0436/03

public health programs regquire 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 egual to its 1986 revenue.

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

Section 13. Section 15-16-611, MCA, is amended to read:

"15-16-611. Reduction of property tax for property
destroyed by natural disaster. (1) The department of revenue
shall, upon showing by a taxpayer that some or all of the
improvements on his real property or a trailer or mobile
home as-described-in-+5-6-342 have been destroyed to such an
extent that such improvements have been rendered unsuitable
for their previous use by natural disaster, adjust the
taxable value on the property, accounting for the
destruction.

(2) The county treasurer shall adjust the tax due and
payable for the current year on the property under 15-16-102
as provided in subsection (3) of this section.

(3) To determine the amount cof tax due for destroyed
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property, the county treasurer shall:

{a) multiply the amount of tax levied and assessed on
the original taxable value of the property for the year by
the ratio that the number of days in the year that the
property existed before destruction bears to 365; and

(b} multiply the amount of tax levied and assessed on
the adjusted taxable value of the property for the remainder
of the year by the ratio that the number of days remaining
in the vyear after the destruction of the property bears to
365.

{4) This section does not apply to delinguent taxes
owed on the destroyed property for a year prior to the year
in which the property was destroyed.

{5) For the purposes of this section, "natural
disaster” includes but 1is not limited to Efire, flood,
earthquake, or wind."

Section 14. section 67-3-204, MCA, is amended to read:

"67-3-204. Pee in lieu of tax on registered aircratt --
decal. (1) Except as provided in subsection (3), aircraft
required to be registered in Montana are subject to a fee,
The registration fee is in lieu of property tax.

{2) The department shall issue a decal to the owner of
the aircraft required to be registered at the time of
payment cf the registration fee in lieu of tax, as provided

in 67-3-201. No aircraft subject to a fee in lieu of tax may
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be operated in this state unless there jis displayed on the
aircraft a decal as visual proof that the fee in lieu of tax
has been paid for the aircraft and that the aircraft is
registered for the current year,

(3) Aircraft that meet the description of property
described in 15-6-14F 15-6-145 are exempt from the fee
imposed by subsection (1). Aircraft subject to the fee in

lieu of tax are exempt from all other taxation.”

NEW SECTION. SECYTION 15. REDUCTION IN RESIDENTIAL

PROPERTY TAXES -- NOTICE TO TAXPAYERS —— APPROPRIATION. (1)

THE PROPERTY TAXES ON QUALIFYING OWNER-OCCUPIED,

SINGLE-FAMILY RESIDENCES ARE REDUCED BY $50, A TAXPAYER 15

ENTITLED TO THE TAX REDUCTION IF BY AUGUST 15, 1991, FOR TAX

YEAR 1991, OR IF BY APRIL 15 OF THE TAX YEAR IN SUCCEEDING

YEARS, THE TAXPAYER SUCCESSFULLY APPLIES FOR A REDUCTION ON

A FORM PROVIDED BY THE DEPARTMENT OF REVENUE, STATING:

(A) THAT THE TAXPAYER MAINTAINS THE PROPERTY AS HIS

PRIMARY DWELLING FOR AT LEAST 10 MONTHS A YEAR; AND

(B} OTHER INFORMATION DETERMINED BY THE DEPARTMENT AS

RELEVANT TO THE APPLICANT'S ELIGIBILITY.

(2) (A) THE DEPARTMENT SHALL NOTIFY ALL OWNERS OF CLASS

FQUR PROPERTY THAT IF THEY OWN A OWNER-OCCUPIED,

SINGLE-FAMILY RESIDENCE, THEY MAY BE ENTITLED TO A REDUCTION

IN PROPERTY TAXES ON THE PROPERTY. FOR THE TAX YEAR 1391,

THE NOTICE MUST BE MAILED NOT LATER THAN AUGUST 1, 1991, AND
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MAY BE INCLUDED WITH ANY OTEER MAILING CONDUCTED _ BY TEE

DEPARTMENT OR ITS AGENTS. THE NOTICE MUST CONTAIN;:

{I) A PROVISION THAT STATES THAT THE 52ND LEGISLATURE

ENACTED A PROVISICON THAT REDUCES THE PROPERTY TAXES ON

OWNER-OCCUPIED, SINGLE-FAMILY RESIDENCES;

{11} AN EXPLANATION OF THE REDUCTION AND RELEVANT

INFORMATION NECESSARY FOR THE TAXPAYER TO DETERMINE WHETHER

HIS PROPERTY MAY QUALIFY;

(III) A COPY OF THE FORM NECESSARY TO APPLY FOR THE

REDUCTION; AND

{IV) A PHONE NUMBER THAT THE PERSON MAY CALL TO RECEIVE

FURTHER INFORMATION.

(B) BEGINNING IN TAX YEAR 1991 AND FOR EACH SUCCEEDING

YEAR, THE DEPARTMENT SHALL CAUSE THE NOTICE AND FORMS TO BE

INCLUDED WITH THE NOTICE OF PROPERTY TAXES DUE.

(3} THE TAX WNOTICE SENT TQO QUALIFYING TAXPAYERS UNDER

15-16=10i MUST INCLUDE THE PROPERTY TAX REDUCTION,

(4} THE DEPARTMENT SHALL PAY TO THE COUNTY TREASURER

THE AMOUNT _OF MONEY EQUAL TC TEE TOTAL TAX REDUCTIONS ON

PROPERTY WITHIN THE COUNTY. THE COUNTY TREASURER SHALL

DISTRIBUTE THE MONEY TO ALL ENTITIES AND ACCOUNTS IN THE

COUNTY AND STATE GOVERNMENT THAT RECEIVE PROPERTY TAX

REVENUE, INCLUDING BUT NOT LIMITED TO STATEWIDE EDUCATIONAL

LEVIES, CITIES, TOWNS, COUKTIES, SCHOOL DISTRICTS, SPECIAL

DISTRICTS, AUTHORITIES, AND SPECIAL BONDING DISTRICTS. THE
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TREASURER SHALL DISTRIBUTE THE MONEY IN THE SAME MANNER AS

REVENUE FROM PROPERTY TAX LEVIES WAS DISTRIBUTED.

(5) THERE IS APPROPRIATED FROM THE GENERAL FUND TO THE

DEPARTMENT FPOR THE BIENNIUM ENDING JUNE 30, 1993, THE AMOUNT

NECESSARY TO REIMBURSE TAXING JURISDICTIONS FOR TAX REVENUE

LOST BY GRANTING PROPERTY TAX REDUCTIONS TO TAXPAYERS WITH

OWNER-OCCUPIED, SINGLE-FAMILY RESIDENCES.

NEWw secTioN. SECTWON 16. CODIFICATION INSTRUCTION.

[SECTION 17] IS INTENDED TO BE CODIFIED AS AN INTEGRAL PART

OF TITLE 15, CHAPTER 16, AND THE PROVISIONS OF TITLE 15,

CHAPTER 16, APPLY TO [SECTION 15]).

NEW SECTION. Section 17. Repealer. (1) Sections
15-6-142, :5-6-1447 15-6-147, 15-6-148, 15-6-149, 15-6-150,
15-6-153, AND 15-6-154, and-35-6-1557 MCA, are repealed.

{2) SECTION 15-6-155, MCA, I8 REPEALED.

NEW SECTION. Section 18. coordination instruction. (1)
If House Bill 340 is passed by the 52nd legislature and
approved by the governor, then the c¢ode commissioner is
instructed, at the time of codification of that enactment,
to change references in that enactment from c¢lass thirteen
property to class ten property.

{2) The code commissicner is instructed te change
references to classes of property in epactments of the 52nd
legislature to conform to the classifications established in

{this act].
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(3) IF SENATE BILL NO. 461 IS NOT PASSED AND APPROVED,

THEN THE FOLLOWING PROVISIONS OF [THIS ACT] ARE VOID:

{(A) THE SECTION AMENDING 15-6-201;

{B) ALL, OF THE AMENDMENTS IN THE SECTION AMENDING

15-1-111 EXCEPT THE DELETION OF THE REFERENCES TO "AND

15-6-147" IN 15-1-111{1)(A) AND {3); AND

{C) [SECTIONS 15 AND 16].

NEW SECTION. SECTION 19. TERMINATION, SUBSECTIONS

(1){E) AND (2}(D) OF 15-6-134 AND [SECTION 15] TERMINATE
JANUARY 1, 1993.

NEW SECTION. Section 20. -appritatility EFFECTIVE ~DATE
DATES ~- APPLICABILITY. (1) {Phis EXCEPT AS FROVIDED IN

SUBSECTION {2), [THIS act] IS5 EFFECTIVE ON PASSAGE AND

APPROVAL AND applies RETROACTIVELY, WITHIN THE MEANING OF

1-2-109, to tax years beginning on or after January 1, 1992
1991.
{2) [SECTION +#¢2% 15(2)] IS EFFECTIVE JANUARY 1, 1993.
-End-
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Conference Committee
on Senate Billl No. 436
Report No. 1, April 23, 1991

Page 1 of 2
Mr. President and Hr. Speaker:

We, your Conference Committee on Senate Bill No. 436, met and
considered the amendments in the:

(1} House Taxation Committee Standing Committee Report dated
April 15, 1991;

{2) House Committee of the Whole Amendment by Rep. Thomas dated
April, 15, 1991;

{3) House Committee of the Whole Amendment by Rep. Gilbert dated
April 16, 1991; and

(4) House Committee of the Whole Amendment by Rep. Dowell dated
April 16, 1931.

We recommend that Senate Bill No. 436 (reference copy - Salmon)
be amended as follows:

1. Title, page 1, line 23 through page 2, line 3.
Pollowing: "PROCEEDS:"™ on page 1, line 23

Strike: remainder of line 23 through "JURISDICTIONS;" on page 2,
line 3

2. Title, page 2, lines 17 and 18.
Following: "ANP" on line 17

Strike, "A RETROACTIVE"

Following: *“APPLICABILITY" on line 18
Strika: "DATE"“

Insert: "DATES"

3. Page 32, line 9 through page 34, line 11.
Strike: sections 15 and 16 in their entirety
Renumber: subsequent sections

4. Page 34, line 13,
Strike: "iS5-6-147,"

5. Page 34.

Following: line 15

Insert: "{3) Section 15-6-147, MCA, is repealed.”
6. Page 35, lines 1 through 7.

Strikes: subsection (3) in its entirety

ADOPT

REJECT 861040CC.S5ji

April 23, 1991
Page 2 of 2

7. Page 3%, line 9.
Strike: “ABD iSECTION 151~

8. Page 35, lines 14 and 15.
Following: “applies” on line 14
Strike: remainder of line 14 through "1-2-109," on line 15

9. Page 35, line 1i6.
Strike: "1991"
Insert: "1992"

1@, Page 35.

Following: line 17

Insert: “(3) The amendments to class fifteen property contained
in 15-6-145, as amended by [saction 8], except thase
amendnents that change the number of the class, and the
repeal of 15-6-147 in (sectlion 15] are effective on passage
and approval and apply retroactively, within the meaning of

1-2-109, to tax years heginning on or after January 1,
1991."

And that this Conference Committee report be adopted.

For the Senate,

For the Housge: EE f
Chzr, Sen. Koehnke Chair,

Rep. Cohen

Sen. Eck Rep. Schys
Bt Thosn BAeLE
” Sen., Brown Rep. Gilbert
Pk /4
. Coord. )
SO L AS
Sec. of Senate
ccre i

s 93¢

861040CC.Sj1
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AN ACT RESTRUCTURING THE PROPERTY TAX CLASSIFICATION SYSTEM BY
CONSOLIDATING CLASSES; ELIMINATING CLASS TWELVE PROPERTY AND
INCLUDING TRAILERS AND MOBILE HOMES 1IN CLASS FOUR PROPERTY;
CLARIFYING THE COMPUTATION OF INCOME FOR PURPOSES OF THE
LOW-INCOME PROPERTY TAX CREDIT; PROVIDING THAT AN ELIGIBﬁE HEAD OF
HOUSEHOLD MAY QUALIFY FOR THE LOW-INCOME PROPERTY TA} CREDIT;
ELIMINATING CLAéS EIGHTEEN (NORPRODUCTIVE MINING CLAIMS) BY
COMBINING IT WITH CLASS THREE PROPERTY; ELIMINATING CLASS NINETEEN
(NONPRODUCTIVE REAL ESTATE) AND CLASS TWENTY {QUT-OF-PRODUCTION
AGRICULTURAL LAND AND TIMBERLAND), BOTH QOF WHICH BECOME TAXABLE AS
CLASS FOUR PROPERTY; CONSOLIDATING RAILROAD PROPERTY AND AIRLINE
PROPERTY INTO ONE CLASS; DELETING THE FORMULA FOR COMPUTING THE
VALUE OF OTHER COMMERCIAL PROPERTY NECESSARY FOR TAXATION OF
RAILROAD PROPERTY AND AIRLINE PROPERTY BY DELETING NET AND GROSS
PROCEEDS: DELETING IN CLASS SIX PROPERTY THE SEPARATE PROVISION
FOR MALTING BARLEY FACILITIES: AMENDING SECTIONS 7-13-2527,
15-1-111, 15-6-133, 15-6-134, 15-6-136, 15-6-141, 15-6-144,
15-6-145, 15-6-155, 15-8-205, 15-10-402, 15-10-412, 15-16-611, AND
67-3-204, MCA; REPEALING SECTIONS 15-6-142, 15-6-147, 15-6-148,
15-6-149, 15-6-150, 15-6-153, 15-6-154, AND 15-6-155, MCA; AND
PROVIDING EFFECTIVE DATES, APPLICABILITY DATES, AND A TERMINATION

DATE.

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

Section 1. Section 7-13-2527, MCA, is amended to read;

/Z\’\ (uon Eana tegrsiative Council

SB 04136

®7-13-2527. List of property owners. {1l) A copy of the order
creating the district shall be delivered to the county assessor of
each county within the district.

{2) The assessor shall, on or before August 1 of any given
year. prepare and certify a list of all persons owning class fours
eiasa-tweivery or class fourteen eleven property witgin such
district and deliver a copy of such list to the bocard of trustees
of said district."

Section 2. Section 15-1-111, MCA, is amended to read:

"15-1-111. Reimbursement to local governments and schools --
duties af depar tment and county treasurer -- statutory
appropriation. (1) (a) On or before May 1, 1990, the department of
revenue shall remit to the county treasurer of each ccunty 30% of
the relmbursement amcunt specified in subsection (1){b), as
computed by the department. The department sha.l base the
reimpursement on the reduction in personal property tax revenues
due to «the reduction 1in personal property tax rates for class
eight property, as provided for in 15-6-138, and any reduction in
taxes based upon recalculation of the effective tax rate for
procperty in 15-6-145 and-15-5-147. The reimbursement basis must
alse include loss of personal property tax revenue due to the
reclassification of new industrial property from class five ta
class eight with the reduced tax rate. The determination of the
teimbursement basis must be made in the year in whiech the

reclassification is made.

-2- 5B 31386
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(b} The reimbursement revenue must be based on the county's
taxable value and mill levies for tax year 1989.

{(2) Prior to September 1, 1990, the department’s agent in the
county shall supply the following information tec the department
fcf each taxing jurisdiction within the county: .

taj the number of mills levied in the jurisdiction for
taxable year 1989;

{b) the number of mills levied in the Jjurisdiction for
taxable year 1990;

(¢} the total taxable valuation fcor taxable years 1983 and
1990, reported separately for each year, of all personal property
not secured by real property; and

(d) the total taxable valuation for taxable years 1989 and
1990, reported separately for each year, of all personal property
secured by real property.

{3} After receipt of the infcrmation from its agent, the
department shall calculate the amount of revenue lost to each
taxing jurisdiction, wusing current year mill levies, due to the
annual reduction in personal property tax rates set forth in
15-6-138, and any reduction in taxes based upon recalculation of
the effective tax rate for property in 15-6-145 and-15-6-347. The
department shall total tLthe amounts for all taxing jurisdictions
within the county,

{4) For taxable year 1590 and for each year thereafter, the

department shall remit to the county treasurer the base amount of

-3- SB 436
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revenue reimbursable, determined pursuant to subsection (3), as
follows:

(a}) on or before Ncvember 30, 1990, and on or before each
November 30 thereafter, the department shall remit 90% of the base
amount of the revenue reimbursable to the county; and

{b} on or before Mmay 31, 1831, and on or before each May 31
thereafter, the department shall remit 50% of the base amount of
the revenue reimbursable to the county.

(5) Upon receipt of the reimbursement from the department,
the county treasurer shall distribute the reimbursement to each
taxing jurisdictien in the relative proportions required by the
levies for state, county, school district, and municipal purposes
in the same manner as current vyear mill levies on personal
property taxes are distributed.

{6) For the purposes of this section, "taxing jurisdiction”
means local governments and includes school distriets, each
mynicipality with tax increment financing, and the state of
Monmtana.

(7) The amounts necessary for the administration of this
section are statutorily appropriated, as provided in 17-7-502,
from the general fund to reimburse school districts and local
governments for reductions in tax rates on personal property.”

Section 3. Section 15-6-133, MCA, is amended to read:

“15-6-133. Class three property -~ description -— taxable

percentage, (1) Class three property includes:
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(a) agricultural land as defined in 15-7-202;

{b) nonproductive patented mining claims outside the limits

of an incorporated city or town held by an owner for the ultimate

purpose of developing the mineral interests on the property. For

the purposes of this subsection (1}{b), the following provisions

apply:

(i) The claim_ may not include any property that is used for

residential purposes, recreational purposes as described in

20-16-301, or commercial purposes as defined in 15-1-101 or any

property the surface of which is being used for other than mining

purposes or has a separate and independent value for such other

purposes.

{ii) Improvements to the property that would not disgualify

the parcel are taxed as otherwise provided in this title,

including that portion of the land upon which such improvements

are located and that is reasonably required for the use of the

imgrovements.

{iii) Nonproductive patented mining claim property must be

valued as if the land were devoted to agricultural grazing use.

(2) Class three property is taxed at the taxable percentage
rate "P" of its productive capacity.

(3) Unril July 1, 1986, the taxable percentage rate "P" for
class three property is 30%.

{4) Prior to July 1, 1986, the department of revenue shall

determine the taxable percentage rate “P" applicable tc class

—-5— SB 4136

SB 0436

three property for the revaluation c¢ycle beginning January 1,
1986, as follows:

(a) The director of the department of revenue shall certify
to the governor before July 1. 1986, the percentage by which the
ap?raised value of all property in the state classifjied under
class three as of January 1, 1986, has increased due  to cthe
revaluation conducted under 15-7-111. This figure is the
“certified statewide percentage increase",

(b} The taxable wvalue of property in class three is
determined as a functicn of the certified statewide percentage
increase in accordance with the table shown below.

(c) This table 1limits the statewide increase in taxable
valuation resulting from reappraisal to 0%, In calculating the
percentage increase, the department may not consider agricultural
use changes during calendar year 1985.

{d) The taxable percentage nust be calculated by
interpolation to coincide with the nearest whole number certified

statewide percentage increase from the fcllowing table:

Certified Statewide Class Three Taxable
Percentage Increase Percencage "p"

0 30.00

10 27.27

20 25.00

30 23.08

40 21.43
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50 20.00

(5) afrer Juiy 1, 1986, ne adjustment may be made by the
department to the taxable percentage rate "P" until a revaluation
has been wmade as provided in 15-7-111."

Section 1. Section 19-6-134, MCA, is amended to read:

"15-6-134. Class four property -- description -- taxable
percentage. (1) Class four property includes:

fa) all land except that specifically included in another
class;

{b) all improvements, including trailers or mobile homes used

as a residence, except those specifically included in another

class;
{c) the first $80,000 or less of the market value of any

improvement on real property, including trailers or mobile homes,

and appurtenant land not exceeding 5 acres owned or under contract
for deed and actually occupied for at least 10 months a year as
the primary residential dwelling of any person whase total income

from all sources including net business income or loss and

otherwise tax-exempt income of all types is not more than $10,000
for a single person or 512,000 for a married couple or a_head of
household, as adjusted according to subsection {(2){b}(ii);

{dy all golf courses, including land and improvements
actually and necessarily used for that purpose, that consist of at
least 9 holes and nct less than 3,000 lineal yardss;

{e) all real and perscnal property that:

-7~ SB 136
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{i) is integrally related in a single working unit;

{ii) is devoted exclusively to the processing of agricultural

or timber products; and

{iii) (A) has not been in production for 12 consecutive months

or has been acquired in an arm's-length transaction by an

unrelated person, including an acquisition in a foreclgsure sale

or bankruptcy proceeding; or

(B) has been acquired in a foreclosure or bankruptcy

proceeding by a person, as defined in 15-1~102, having no

relationship to or interest in the property prior to the

transaction.

(2) Class four property is taxed as follows:

{a) Except as provided in 15-24-1402 or 15-24-1501, property
described in subsections (1){(a} and (l)(b) is taxed at 3.86% of
its market value.

(b) (i) Property described in subsection (l){c) is taxed at
3.86% of its market value multiplied by a percentage figure based
o income and determined from the following table:

Income Income Percentage
Single Persocon Married Couple Multiplier

Head of Household

$ 0 - § 1,000 $ 0 -8 1,200 0%
1,001 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 30%
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4,001 - 5,000 4,801 - 6,000 40%
5,001 -  §,000 6,001 - 7,200 50%
6,001 - 7,000 7,201 - 8,400 60%
7,001 - 8,000 8,401 -~ 9,600 70%
B,001 - 9,000 9,601 - 10,800 80% ;
9,001 - 10,000 10,801 - 12,000 90% .

{ii) The income levels contained in the table in subsection
(2)(b) (1) must be adjusted for inflation annually by the
department of revenue. The adjustment to the income Llevels |is
determined by:

(A) multiplying the appropriate dollar amount from the table
in subsection (2)(b){i) by the ratio of the PCE for the second
quarter of the vyear prior to the year of application to the PCE
for the second guarter of 19B6; and

(B) rounding the product thus obtained to the nearest whole
dollar amount.

{(iii) “PCE" means the implicit price deflator for perscnal
cohsumption expenditures as published quarterly in the Survey of
Current Business by the bureau of economic analysis of the U.S.
department ¢f commerce.

{c) Property described in subsection (1}(d4) is taxed at
one~half the taxable percentage rate established in subseccion
{(2)ta).

{(d} (i} In determining the market value of the property

described in subsection (1l)(e}, the department shall reduce the
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assessed value by 25% a year for each year the plant continues to

be out of production until the market value is reduced to salvage

value,

(ii) Upon_ commencement of production or an acquisition

described in subsection (l}{(e)(iii)(B), property desgribed in

subsection {(1)(e) must remain at the preceding year's valuation

for the succeeding 12 months. Following the end of the 12-month

period, the property may be considered new or expanding industry

as provided in Title 15, chapter 24, part 1l4.

(3) Afrer July 1, 1986, no adjustment may be made by the
department to the taxable percentage rate for class four property
until a revaluation has been made as provided in 15-7-111.

(4) Within the meaning of comparable property as defined in
15-1-101, property assessed as commercial property 1is comparable
only to other property assessed as commercial property, and
property assessed as other than commercial property is comparable
only to other property assessed as other than commercial
property.”

Section 5. Section 15-6-136, MCA, is amended to read:

"15-6-136. Class six property -— description —-- taxable
percentage. (1) Class six property includes:

{a) livestock and other species of dcmestic animals and
wildlife raised in domestication or a captive enviromment, except
Eor cats, dogs, and other household pets not raised for profit;

(b) 1items of perscnal property intended for rent cor lease in
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the ordinary course of business, provided each item of personal
property satisfies all of the following:

{i1) the full and true value of the personal property is less
than $5,000;

{ii)}) the perscnal property 1s owned by a business whose
primary business income is from rental or lease of personal
property to individuals wherein no one customer of the business
accounts for more than 10% of the total rentals or leases during a
calendar year; and

{iii) the lease of the persconal property is generally on an
hourly, daily, or weekly basis; and

ted--machinery-—-and---equipment--used--in——a--matrting--bariey
facidtitys-and

td¥{c) machinery and equipment wused in canola seed oil
processing facilities if:

(i) the operators of such facilities empleoy a minimum of 15
full-time employees; and

~ tii) a canola seed oil processing facility locates in the
state cf Mantana after July 25, 1989.
t24--tMatring-barley-factticyl-means-a-facttity-the--principal
purpose-~af--which—-ta--to--mait-matting-bariey--Phe-rerm-does-net
appiy-to-a-facttity-the-principat~porpsse-of-whieh-~is—-to--steres
mix;--biend;--cransport;--tranafer;—-osr-oatcharwise-do-anything-with
maicing-barteyr-excepe-mate-mateing-barieyr-Howevers-any-machinery

ar-eguipment-cthe-principai-purpsse-of-—whieh —-ta--rs--storer--mix;
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btend;--transportry-tranafer;-or-otherwise-handte-matting-bartey-or
ether-machinety-or-equipment-that-ts-used-in-er——is—~stherwise—-an
integrai-parc-of-a-facitity-that-mates-matting-bariey-is-machinery
or-eguipment-ef-a-matcing-bariey-facitity-for-the-purposes-of-this
sections :

€3¥(2) “Canola seed oil processing facility"” means a_ facility
that:

{a) extracts oil from canola seeds, refines the crude oil to
produce edible o0il, formulates and packages the edible o0il into
food products, or engages in any one or more of those procesases;
and

{b) employs at least 15 employees in a full-time capacity.

t4¥{3) <Class six property is taxed at 4% of its market
value."

Section 6., Section 15-6-141, MCA, is amended to read:

"15-6-141. C€lass eteven nine property —- description -
taxable percentage. (1) Class eieven nine property includes:

~— {a}) centrally assessed electric power companies' allocatiocns,
including, if congress passes legislation that allows the state to
tax property owned by an agency created by congress to transmit or
distribute electrical energy, allocations of properties
constructed, owned, cor operated by a public agency created by the
congress to transmit or distribute electric energy produced at
privately owned generating facilities (not including rural

electric cooperatives);
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(b} allocations for centrally assessed natural gas companies
having a major distribution system in this state; and

{c) centrally assessed companies' allocations except:

{i) electric power and natural gas companles' property;

{ii) property owned by cooperative rural electric and
cooperative rural telephone associations and classified in class
five:

{iii} property owned by organizations providing telephone
communications to rural areas and classified in class seven;

(iv) railroad transpertation property included in class
£ifteen twelve; and

{v} airline transportation property included 1in class
seventeen twelve.

{2) Class e¥even nine property is taxed at 12% of market
value,”

Section 7. Section 15-6-144, MCA, is ameanded to read:

"15-6-144. Class fourteen eleven property -- description ——
taxable percentage. (1} Class fsucteen eleven property includes
all improvements on land that 1is eligible for wvaluation,
assessment, and taxation as agricultural land wunder 15-7-202(2).
Class fourteen eleven property includes 1 acre of real property
beneath the agricultural improvements. The 1 acre shall be wvalued
at market value.

{(2) Class foureteen eleven property is taxed at 80% of the

taxable percentage applicable to class four property."
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Section 8, Section 15-6-145, MCA, is amended to read:

*15-6-145. Class fifteen twelve property ——- description --
taxable percentage. (1) Class Eifeeen twelve property includes all
railroad transpertation property as described in the Railroad

Revitalization and Regulatory Reform Act of 1976 as it ;read on

January 1, 1986, and all airline transportation property as

described in the Tax Equity and Fiscal Respensibility Act of 1982

as it read on January 1, 1986.

{2) For the taxabie tax year beginning January 1, 1946 1991,
and for each eaxabie tax year thereafter, class £ifteen tuwelve
property is taxed at the percentage rate “R", to be determined by
the department as provided in subsection (3}, or 12%, whichever is
less.

(3) R = A/B where:

{a) A is the total statewide taxable value of all commercial
property, except class £ifeeen twelve property, as commercial
property is described in 15-1-101(1)(d}y--tnetuding--ciass--i--and
cigss-2-property; and

{b) B is the teotal statewide market value of all commercial
property, except class £:ifteen twelve property, as commercial
property is described in 15-1-101{1){(d)7-inciuding-ctass—i-and
ctasa-2-properey.

{4} (a) Por the taxable year beginning January 1, 1986, and
fcr every taxable year thereafter, the department shall conduct a

sales assessment ratio study of all commercial and industrial real
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property and improvements. The study must be based on:

{i) assessments of such property as of January 1 of the vyear
for which the study is being conducted; and

{ii) a statistically valid sample of sales using data from
realty transfer certificates filed during the same taxable year or
from the immediately preceding taxable vyear, but only if a
sufficient number of certificates is unavailable from the current
taxable year to provide a statistically valid sample.

(b) The department shall determine the value-weighted mean
sales assessment ratio "“M" for all such property and reduce the
taxable value of property described in subsection (4} only, by
multiplying the total statewide taxable wvalue of property
described in subsection (4){a) by "M" prior to calculating "A" in
subsection (3){a}.

{c) The adjustment referred to in subsection {4)(b) will be
made beginning January 1, 1986, and in each subsequent tax year to
equalize the railroad taxable values.

= {5) Por the purpose of complying with the Railroad
Revitalization and Regulatory Reform Act of 1976, as it read on
January 1, 1986, the rate "R"™ referred tc in this section 1is the
equalized average tax rate generally applicable to commercial and
industrial property, except class fifeeen twelve property, as
commercial property is defined in 15-1-101{1)(d)."

Section 9. Section 15-6-159, MCA, is amended to read:

"15-6-155. Application for «classification as e¢iass-twenty
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nenproductive property -— local government approval required. (1)
A person applying for classification of property as eiass-ewenty

nonproductive property under 15-6-134(1)(e)} shall make an

application to the department of revenue on 2 form provided by the
department without cost. B

(2) The department may not grant an application for
classification of property as ciaas—twenty nonproductive property
unless the governing bady of the affected county or incorporated
city or town approves the application by resoluticon, following due
notice as defined in 76-15-103 and a public hearing, for its
respective jurisdiction.

[3) The resolution provided for in subsection (2) must
specify the property that the taxing jurisdiction approves for
classification as ciass--twenty nonproductive property under
15-6-134(1)(e}.

{4} The property valuation reduction granted-to-ciass—twenty
property-onder~15-6-158 applies only to the number of mills levied
an? assessed for local high school district and elementary school
district purposes and to the number of mills levied and assessed
by an approving governing body over which it has scle discretion.
In no case may the property valuation reduction for-ciass-twenty
preperty apply to levies or assessments required under Title 15,
chapter 10; 20-9-331; 20-9-333; or otherwise required under state
law.”

Section 10. Section 15-B-205, MCA, is amended to read:
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*15-8-205. Initial assesswent of class tweive four trailer
and mobile home property —— when. The county assessor shall assess

all class tweilwe four trailer and mobile home property immediately

upon arrival in the county if the taxes have not been previously
paid for that year in another county in Montana."” .

Section 11. Section 15-10-402, MCA, is amended to read:

"15-10-402. Property tax limited to 1986 levels. (1) Except
as provided in subsections (2) and (3), the amount of taxes levied
on property described in 15-6-133, 15-6-134, 15-6-1367-3%5-6-%42,
and 15-6-144 may not, for any taxing jurisdiction, exceed the
amount levied for taxable year 1986.

{2) The limitation c¢ontained in subsection (1) does not apply
to levies for rural improvement districts, Title 7, chapter 12,
part 21; special improvement districts, Title 7, chapter 12, part
41; elementary and high school districts, Title 20; or bonded
indebtedness.

{3) New construction or improvements to or deletions from
preperty described in subsection (1) are subject to taxation at
1986 levels.

{(4) As used in this section, the "amount of taxes levied" and
the "amount levied" mean the actual dollar amount of taxes imposed
on an individual piece of preoperty, notwithstanding an increase or
decrease in value due to inflation, reappraisal, adjustments in
the percentage multiplier used to convert appraised value to

taxable value, changes in the number of mills levied, or increase
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or decrease in the value of a mill.”

Section 12, Section 15-10-412, MCA, is amended to read:

"15-106-412. 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 &, part 1.

(2) The limitation on the amount of taxes levied ig
interpreted tc 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 wunit,
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
dotlar amcunt 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 1into a
taxing unik;

{b) construction, expansion, or remodeling of improvements:

(cy transfer of property into a taxing unit;
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{d) subdivision of real property;

(&) reclassification of property;

(E) lincreases in the amount of production or the value cf
production for property described in 15-6~131 or 15~6-132;

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

{h) revaluations caused by:

{1) cyclical reappraisal; or

{ii) expansion, addition, replacement, or remodeling of
improvements; OF

{i) increases in property wvaluation pursuant to 15-7-111(4)
through (8} in order to equalize property values annually.

(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) imncreases in cthe 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;
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(f) conversion of the individual property from tax-exempt to
taxable status; or

(g) increases in property valuation pursuant to 15-7-111(4)
through (8) in order to equalize property values annually.

{5) Property in classes foury-tweive; and feurteen gleven 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 valuaticns 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;

(¢} annexed property; or

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

(6) Property described in subsections (5)(a) through (5)(d)
that 1is not class fours-elass-tweive; or class fourteen eleven
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 classifications, salaries of local
government officers, and all other matters in which total taxable

valuation is an integral compcnent are not affected by 15-108-401
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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 dug 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
additicnal 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 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
ncot levy more revenue than the 3-year average of revenue raised
for that purpose during 1984, 1985, and 19B6:

{c) a 1levy authorized in 50-2-111 that was made in 1986 was
Eor 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

“21- SB 436

SB 0436

mills levied for that purpose during 1984, 1985, and 1985.

{8) The limitation on the amount of taxes levied does not
apply to the following levy or special assessment categories,
whether or nct 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,
inciuding tax increment bonds;

{d) city street maintenance districts:

[e) tax increment financing districts:

(f) satisfaction of judgments against a taxing unit;

(9} street lighting assessments:

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

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

- (]} elementary and high school districts.

(9) The limitation on the amount of taxes jevied 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 adeguately
cperate the taxing unit as a result of 15-106-401 and 15-10-402;

(b) an explanation of the nature of the financial emergency;
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(c) an estimate ¢f the amount of funding 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 neeld L[or the increased revenue and how
it will be used.

(18) (a) The limitatien 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 limitaticn set forth in this chapter cn 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 1local 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 cf mills
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beyond the statutory maximum mill levy to produce revenue eqgual 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
ac?ordance with 15-1-402." _

Section 13. Section 15-16-611, MCA, is amended to read:

*15-16-611, Reduction of property tax for property destroyed
by natural disaster. (1) The department of revenue shall, upon
showing by a taxpayer that some or all of the improvements on his
real property or a trailer or mobile home as-described-in-i5-6-142
have been destroyed to such an extent that such improvements have
been rendered unsuitable for their previous wuse by natural
disaster, adjust the taxable value on the property, accounting for
the destruction.

{(2) The county treasurer shall adjust the tax due and payable
for the current year ¢n the property under 15-16-102 as provided
in subsection [3) of this section.

- (3} To determine the amount of tax due for destroyed
property, the county treasurer shall:

fa} multiply the amount of tax levied and assessed on the
original taxable value of the property for the year by the ratio
that the number of days in the year that the property existed
before destruction bears to 365; and

(b) multiply the amount of tax levied and assessed on the

adjusted taxable wvalue of the property for the remainder of the
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year by the ratio that the number of days remaining in the vyear
after the destruction of the property bears tc 365.

(4) This secticn does not apply to delinguent taxes owed on
the destroyed property for a year prior to the year in which the
property was destroyed. _

(5} For the purposes of this section, "natural disaster"”
includes but is not limited to fire, flood, earthquake, or wind."

Section l4. Section 67-3-204, MCA, is amended to read:

"§7-3-204. Pee in lieu of tax on reqgistered aircraft -—-
decal. (1) Except as provided in subsection {3), aircraft required
to be registered in Montana are subject to a fee. The registration
fee is in lieu of property tax.

{2y The department shall issue a decal to the owner of the
aircraft required toc be registered at the time of payment of the
registration fee in 1lleu of tax, as provided in 67-3-201. No
aircraft subject to a fee in lieu of tax may be operated in this
state unless there is displayed on the aircraft a decal as visual
proof that the fee in lieu of tax has been paid for the aircraft
and that the aircraft is registered for the current year.

{3) Aircraft that meet the description of property described
in 35-6-34% 15-6-145 are exempt from the fee imposed by subsection
{1). Aircraft subject to the fee in lieu of tax are exempt from
all other taxation."

Section 15. Repealer. {1) Sections 15-6-142, 15-6-148,

15-6-14%, 15-6-150, 15-6-153, and 15-6-154, MCA, are repealed.
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{2) Section 15-6-155, MCA, is repealed.

(3) Section 15-6-147, MCA, is repealed.

Section 16. Coordination instruction. (1) If House Bill No.
340 is passed by the 52nd legislature and approved by the
governor, then the code commissioner is instructed, at the time of
codification of that enactment, to change references _in that
enactment from class thirteen property to class ten property.

{2) The code commissioner is instructed to change references
to classes of property in enactments of the %2nd legislature to
conform to the classifications established in [this act].

Section 17. Termination. Subsections (1)(e) and (2)(d} of
15-6-134 terminate January 1, 1993.

Section 18. Effective dates -- applicability. (1} Except as
provided in subsection (2), [this act] is effective on passage and
approval and applies to tax years beginning on or after January 1,
1992.

(2) [Section 15(2)! is effective January 1, 1993,

{3) The amendments to class fifteen property contained in
15-6-145, as amended by [section 8], except those amendments that
change the number of the class, and the repeal of 15-6-147 in
[secticn 151 are effective on passage and approval and apply
retroactively, within the meaning of 1-2-169, to tax years

beginning on or after January 1, 1981.
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