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BY HEQUEST OF THE DEPARTEENT OF REVERUE

INTRODOUCED BY

A BILL FOR "A® ACT ENTITLED: "AN ACT TO EXENMPT RESERVED
RIGATS OF ENTRY FROX TAYATION; AMENDING SECTIONS 8u4-202 AND

A4-307, R.C.M. 19477

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

Section ¥. Section 84-202, B.C.M. 1947, is amended to
read as follows:

"Ay—-202, Exeamptions froa taxation. (1) {a) The property
of the United States, the state, coanties, cities, tovns,
school districts, municipal corporations, public libraries,
buildings with lapmd they occupy and furnishings therein
owned by a church and used for actual religious worship and
for residences of the clergy, together with adfaceat land
reasonably necessary for cornvenient use of sach buildings
owned by a church, such other property as is used
exclusively ror agricultural and horticultural societies,
for educational purposes, hospitals and places of burial not
used or held for private or corporate profit, and
institutions of purely public charity, evidence of debt
secured by wsortgages of record upon real or personal

property in the state of Montana, and public art galleries
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and puoblic observatories wot used or held for private or
corporate profit, are exempt from taxation, but no more land
than is necessary for sach purpose is exempt.

(b} As used in this subsection, the ters "instituticns
of purely public charity™ shall include organizations owning
and operating facilities for the care of the retired or aged
or chronically ill which are not operated for gaim or
profit; and the teras "public art galleries amd public
observatories™ shall wsean only sach art galleries and
observatories whether of public or private ownership, as are
open to the public, without charge or fee at all reasonable
hours, and are used for the purpose of education oanly.

{2) #®hen a clubhouse or building erected by or
belonging to any society or organization of honorably
discharged United States soldiers, sailors or wmarines who
served in army or navy of United States, is used exclusively
for educational, fraternal, benevolent or purely pablic
charitable purposes, rather than for gain or profit,
together with the library and furniture necessarily used in
any such building, such property is exeapt from taxation,
aad all propegty, real or personal, in the possession of
legal guardians of incompetent veterans of the World ¥ar or
minor dependents of such veterans, where such property is
fands or derived froam funds received frow the Onited States

as vension, compensation, insurance, adjusted compensation,
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or gratuity, shall be exempt from all taxation as property
of the United States while held by the guardian, but not
after title passes to the veteran or minor in his or her own
right on account of removal of legal disability.

(3) All household goods and furniture, including
clocks, musical instruments, sewing ®achines, wearing
apparel of members of the family actually used by the owner
for perscnal ard domestic puarposes, or for furnishing orx
equipping the family residence are exempt fros taxation.

{4} Freeport wmerchandise skall be exenpt from
tazxation. Freeport merchandise aeans those stocks of
rerchandise manufactured or produced outside this state
which are in transit through this state and comsigned to a
warehouse or other storage facility, public or private,
within this state, for storage in tramsit prior to shipment
to a final destination outside the state, and which have
acquired a taxable situs within the state,

Stocks of nmerchandise 40 not lose their status as
freeport mserchandise because while im the storage facility
they are asseabled, hound, joined, processed, disassembled,
divided, cut, broken in bulk, relabeled or repackaged.

Any person, corporation, firm, partnership,
association, or other group seeking to gualify its property
for inclusion in this class sball sake application to the

state department of revenue in such manaer or form as may be
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required by the department,

(5) [The following agricultural products are exeapt
from taxation: ]}

{a) All unprocessed, perishable fruits and vegetables
in farem storage and owned by the producer are exempt from
taxation.

{by all nonperishable unprocessed agricultural
products except livestock, held in possession of the
original producer for less than seven (7) wmonths following
harvest.

{c)] Livestock, defined as cattle, sheep, horses, or
maules, which have pot attained the age of mimne (9) months as
of the last day of any month.

{6} MNoneys and credits are exeapt from taxation.

{7} & capital investment in a rTecognized nonfossil
fore o©of energy gereration is exempt to the extent provided
under section BU-THG3,

{8} The right to enter upon land_ to explore, rrospect,

or_dig_for oil, gqas, coal, or mineral which is_ reserved _in

land or received by mespe copveyance [exclusive of leasehold

interests), devise, or succession by any _person__or

corporation, the surface title to which has_ _passed _to_ Qr

remains __in__anothker _perseon or corporation, is_exempt frowm

taxation."

Section 2., Section 84391, R.C.M. 1987, is amended to
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read as follows:

ng4_-301, Classification of property for taxation. For
the purpos> of taxation the taxable property im the state
shall be classified as follows:

Cclass One. The annual mnet proceeds of all pines and

mining claims, except coal mimes, after deducting only the

expenses specified and allowed by section B4-54034—aise

Class Two. A1l agricultural and other tools, iaplements

and wmachinery, Jas and other engines and boilers, threshing
aachines and outfits used therewith, automobiles, motor
trucks and other pover-driven cacs, vehicles of all kinds
except mobile homes, boats and all watercraft, harness,
saddlaery and robes and except as provided in Class Five ({a)
3f this section, all poles, lines, transformers, transforsar

stations, meters, tools, improvements, machinery and otker
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property used and owned by all persoms, firss, corporatioans,
and other organizations which are engaged in the business of
furnishing telaphone coamunications, exclusively to rural
areas, or to rural areas and cities and towns provided that
any such city or town has a population of eight hundred
{(800) persoms cor less; and provided farther, that the
average circuit miles for each station on the systea is more
than cone and one-guarter (1 1/4) miles,

Class Three. Livestock, poultry, and unprocessed
products of both; furnituore apd fixtures used in commercial
activities; the annwal gross proceeds of underground coal
mines; and all office or hotel furriture and fixtures,
except improvements included in Class Nine,

Class Four. (a) &all 1land, towvn and city lots, with
improvements, except improvesents included im Class ¥Nine,
and all trailers affixed to land owned, leased, or under
contract or purchase by the trailer owner, manufacturing and
mining machinery, fixtures and supplies, except as otherwise
provided by the constitution of Montana, and except as such
property may be included in Class Five, Class Seven or Class
Eight.

{b} Mobile homes without regard to the ownership of
the land upon which they are sitmated, except those held by
a distribhutor or dealer of mobile homes as part cf his stock

in trade, and =except as such property may be included in
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Class Fight.

Class Five. (a) All poles, lines, transformers,
transformer stations, meters, tools, improvements, machinery
and other property unsed amd owned by co-operative raral
electrical and co—operative rural telephore associatioas
organized under the laws of Montana except those within the
incorporated liwits of a city or towa im which less than
ninety-~five per cent (35%) of the electric comsumers and/oc
telephone users are served by a co-operative organization,
and as to the property enumerated in this sub-section {a)
vithin incorporated lisits of a city or town in which less
than ninety—five per cent (95%) of the electric consusers or
users will be served by a co—operative organization, such
propaecty shall be put in Class Two.

(b) A1l unprecessed agricultural prodects either on
the farm or in storage, irrespective of whether said
products are owned by the elevator, warehocuse or flour aill
owner or company storing the same, or any other pexson
vhomspever, except all perishable fruits aad vegetables in
farm storage and owned by the producer, and excepting
livestock and poultry and the uwnprocessed products of both.

{c} The dwelling house, and the lot omn which it is
erected, owred and occupied by any resident of the state,
who has been honorably discharged from active setrvice in any

branch o¢f the armed forces, who is rated one hundred per
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cent (100%) disabled due to a service—connected disability
by the Onrited States veterans adainistration or its
SUCCeSSOors.

In the avent of +the veteran's death, the dwelling
house, and the 1lot on which it is erected, so long as the
surviving spouse remains umnsarried and the owner and
occuparnt of the propercty, shall reeain wvithin this
classification.

Class Six. Property formerly included in this class is
now classified by sectiom 84-308, R.C.H. 1947,

Class Seven. ta) 211 new industrial propercty. NHew
industrial property shall mean any pev industrial plant,
including land, buildings, machinery and fixtures which, in
the determination of the state department of revenue, is
used by a nev industry durimg the first three {3) years of
operation not having been assessed prior te July 1, 1961,
within the state of Montana. New ipdustry shall meean any
person, corporation, firm, partoership, associatiomn, eor
other group which establishes a mew plant or plants ir this
state for the operation of a opew indunstrial endeavor, as
fistinrguished from a mere expansion, reorganization, or
merger of an existing industry or ipdustries. Provided,
however, that new industrial property shall be limited to
industries that eanufacture, mill, aimpe, produce, process or

fabricate materials, or do similar work in vhich capital and
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labor are employed and inm which materials uaserviceable in
their natural state are extracted, processed or l@de fit for
use oOr are substantially altered or treated so as to create
commercial products or materials; industries that engage in
the mechanical or cheajical traasformatior of materials or
substances into new products ia the manner defined as
manufactaring in the 1972 Standard Industrial Classification
#anual, prepared by the United States office of management
and budget; and in no eveamt shall the term nev industrial
property be idincluded +to mean property used by retail or
wholesale wmerchants, cosmercial services of any type,
agriculture, trades or professions, Mewv industrial property
does not include a plant which will create an adverse iampact
on existing state, county, or nmunicipal services. The
department shall promulgate regulations for the
detecmination of what constitutes an adverse ispact taking
into consideration the number of people to be employed and
the size of the community in which the location is
contemplated. Once the department has wmade an initial
determination that the industrial facility qualifies as new
industrial property, the department shall tken upcn proper
notice hold a hearing to determine if the new industrial
classification should be retained by the property. The
local taxing authority may appear at the hearing, and it

also may vaive its objection tc¢ retention of this
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classification if the industry agrees to the prepayment of
taxes sufficient to sagisfy taxr requiremsents created by the
location and construction of the facility daring
construction period.

In the event of a prepayment of taxes, the maxisum
agount or prepaysent shall be the amount withoat the
application of the Class 7(a) to such property.

If a wmajor new industrial facility qualifies under
Class 7{a) the reduction of its yearly paysent of property
taxes for reisbursement of its prepaid taxes as provided for
in section 84-41-105, R.C.N. 1947, shall not begin until the
Class 7 qualification expires. and provided further, that
nev industrial property shall pnot be included to nmean
property vhich is used or employed in any industrial plant
vhich has been in operation in this state for three (3)
years or longer. Any person, corporation, firm, partmership,
association or other group seeking to gualify its property
for inclusion in this class shall make application to the
state departwment of revenue in such manrmer and form as may
be required by said department.

{b) Business inventories. Business irventories shall
include goods intended for sale or lease in the ordinpary
course of business, and shall ianclude rav materials and work
in progress with respect to such goods, but shall not

include goods actually leased or reated on the lien date, or.
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mobile homes held by a dealer or Adistributor as a part of
his stock in trade.

(c) Air pollution control equipsent as definred in
section 69--3923.,

{d} A capital investment im a recognized nonfossil
form of energy gemeration, to the extent provided under
section B84-7403,

Class Eight. {a) Any dimprovemeat omn real property,
trailers affired to land or aobile howe belonging to aay
person vho qualifies under any one or wmore of the
hereinafter set forth categories, with appurtenant land not
exceeding five (5) acres, which together bhave a market value
of not more than twenty-seven thousand five hundred dollars
{$27,500), which dvelling is owned or under a coatract for
deed, and which is actmally occupied for at least tem (10}
sonths per year as the primary residential dwelling of:

{1) a widow sixty-two (62) years of age or older,
vhether with or without =minor dJdependent children, who
gualifies urder the income limitations of (4}, or

{2) a widover sixty-two (62) years of age or older,
whether with or without ainor dependent children, who
gqualifies under the income limitations of (4}, or

{(3) a vidow or widover with ainor or dependent
children regardless of age, who qualifies uvoder the incoame

limitations of (4), or
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(4} a recipient or vTecipients of retiresent or
disability benefits whose incoae from all sources is not
more than six thousand dollars ($6,000) for a single person
ard six thousand eight hundred dollars {$6,800) for a
married couple total per anpnus whether said dwelling is
occupied by a single person or a married couple. Provided,
further, that one who applies for classification of property
under this class wmust wmake an affidavit to the state
department of revenue on a form as way be provided by the
state department of revenue supplied without cost to the
applicant, as to his income, if applicable, as to his
retirement benefits, if applicable, or, as to his mwarital
status, if applicable, aand to the fact that he or she
actually occupies or wmaintains as bis or her primary
residential dwelling, such land ané improvements with right
of the county welfare board to investigate the applicant, on

the completion of the fors, as to answers given on the forms.

Provided, further, the assessed valge of said pro

not be increased during the 1life of tpeﬁzzgg} ent: - of

retirement benefits or widow or widower covered under this
class, ‘unless the owner—resident makes a substantial
improvement in the "duelling. For the purposes of the
affidavit required for classification of property under this
class, it shall be sufficient if the applicant signs a

statement swearing to or affirsing the correctness of the
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information supplied, whether or not the statement is signed
before a person authorized to adainister oaths, and Bpmails
the application and statement to the departsent of revenue,
This signed statement shall be treated as a statesent under
oath or equivalent affirmation for purposes of section
94-7-203, BR.,C.M. 1947, relating to the criminal offense of
false swearing,

(b} A capital investment in a building for aun energy
conservation purpose, to the extent provided under section
Bu—-7u403,

Class HNine. The incremental increase in the valme of
real estate attributable to repairing, maintaining or
improving existing improvements.

Class Ten. The annual gross proceeds of coal mines
using the strip mining method.

Class Eleven. Centrally assessed uatility allocations
after deductions of locally assessed properties and except
as provided in Class Tve for rural telephones and Class Five
{a) for cooperatives, and all other property not included in
the ten (10} preceding classes.”®

—End-
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STATE OF MONTANA

REQUEST NO. _26-77
FISCAL NOTE

Form BD-ISJ

In compliance with a written request received __ January 10 , 19 _77_ | there is hereby submitted a Fiscal Note

for __House Bill 107 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legisiature upon request.

DESCRIPTION OF PROPOSED LEGISLATION

This bill is an act to exempt reserved rights of entry from taxation.

ASSUMPTIONS

1. Total state mill levy is 7.6 mills.
2. Total mill levy for counties and schools is 133,03 mills.
3. The taxable valuation of reserved rights of entry for 1977 and 1978 are identical
with the 1976 taxable valuations of reserved rights of entry.
4. Cities and towns will not be affected by the proposed change.

FISCAL IMPACT

If the proposed legislation is enacted it will result in a loss to the state of $1l,294
in each of the fiscal years.

EFFECT ON COUNTY OR OTHER LOCAL REVENUE . .

Approximately $200,000 in property' tax would be lost by counties & schools.

LONG~RANGE EFFECTS

Approximately $11,000 would be lost as a source of state ;:evefme.

BUDGET DIRECTOR : ; ﬁ

Office of Budget and Program Planning )
Date: __/=/2=27 -’




