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2 INTRODUCED 

3 

4 A Bill FOR AN ACT ENTITLED: •AN ACT TO INCLUDE SPRINKLERS 

5 IN THE LIST OF IRRIGATION AND DRAINAGE FACILITIES WHICH ARE 

b TAXED AS LIKE FACILITIES OF THE FEDERAL AND STATE 

1 GOVERNMENTS; AMENDING SECTION 84-206, R.C.K. 1947." 

a 

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

10 Section 1. Section 84-206• R.C.M. 1947e is amended to 

11 read as follows: 

12 "84-206. Irrigation and drainage faci1 ities taxable. 

l3 A11 irrigation and drainage facilities including bonds, 

14 rights of way, ditches, flu.es, pipelines, ~Li~~~ damso 

15 water rights, reservoirs and other property of 1 ike 

lb character shall be taxed as like facilities of the federal 

17 and state government; in cases where property taxes a~ply• 

18 and where an increase in land value results, such facilities 

19 shall be taxed as such land is improved, and such land shall 

20 be classified for tax purposes as the tax classificatioa law 

21 provides." 

-End-
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STATE OF MONTANA 
REQUEST NO. 191-77 

FISCAL NOTE 

Form BD-15 

In compliance with a written request re.;aived January 25 19 ..l.2.._, there is hereby submitted a Fiscal Note 

for Senate Bill 251 pursuant to Chapter 53, Laws of Montana, 1965 · Thirty·N!nth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget end Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION 

This bill includes sprinklers in the list of irrigation and drainage facilities which are 
taxed as like facilities on the federal and state governments. 

ASSUMPTIONS 

Scenario A. Department of Revenue legal interpretation. 
1. 84-206, R.C.M. 1947, pertains to property belonging to organized 

irrigation districts. 
2. There are no sprinklers belonging to irrigation districts which are 

currently being taxed. 
Scenario B. Alternative interpretation of 84-206, R.C.M. 1947. 

FISCAL IMPACT 

1. 84-206, R. C.M. 1947, pertains to all "Irrigation and Drainage Facilities'', 
regardless of ownership. 

2. There are 3,400 private individuals who own sprinkler systems which have 
an average assessed value of $10,000 each, and which are currently ~ 

classified as Class 2 property (20% class). 
3. 6 mills state levy. 
4. 133 mills local levy (assuming that the property is in rural areas, not 

included in cities & towns). 

FY 78 & 79 Under FY 78 & 79 Under 
Current Law Proposed Law Decrease 

State property tax on 
sprinklers - Scenario A $40,800 $40,800 $ 0 

State property tax on 
sprinklers - Scenario B $40,800 $ 0 $40,800 

EFFECT ON COUNTY OR OTHER LOCAL REVENUE 

Scenario A. No change 
Scenario B. $904,400 in property taxes on sprinklers would not be collected. 

(Continued on page 2) 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ----------



STATE OF MONTANA 
REQUEST NO. ~--~91-7]__ 

FISCAL NOTE 

Form RD·/5 

In compliance with a written request recaived January__~~----, 19 _T!.__ , there is hereby submitted a Fiscal Note 

for_ Senate Bill 251 pursuant to Chapter 53, Laws of Montana, 1965 · Thirty·N!nth Legislative Assembly. 

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

of the Legislature upon request. 

Page 2 

LONG-RANGE EFFECT 

Approximately 0.5% of the tax base would be exempted from taxation under Scenario B. 

TECHNICAL NOTE 

There is a court case now pending whic.h will determine which of the above scenarios Y.Ould 
apply, should the proposed law be enacted. 

REPARED BY DEPARTMENT OF REVENUE 
._,; 

Office of Budget and "Program Planning 

Date: 
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SfNATE BILL NO. 251 

INTRODUCED BY HANLEY 

Arproved by Col"mittee 
an Taxation 

A BILL FOR AN ACT ENTITLED: "AN ACT TO INCLUDE 5P~~~rER5 

~~~ fN-~HE-r+Sf-aF IRRIGATION •Na-aR•+N•6E FACILITIES 

WHftH-*RE ~£BD£fBILfS TAXED *5-tiKE--~e+t+~+fS--eF--fHE 

FHlERAt--•NB--S~ilfE--66\'ERNI+ffi'FS UNDER CLASS SEVEN; AMENDING 

SECTION S+-r96 ~· K.C.H. 1947." 

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

Refe~ to Int~oduced Bill 

(Strike everything after the enacting clause and insert:) 

~IQH_lo SECIIQN_84-30lo R.C.H. 1947, IS AMENDED TO 

READ AS EOLLOltH 

"84-301. Classification of property for taxation. For 

the purpose of taxation the taxable p~operty in the state 

shall be~classified as follows: 

Class One. The annual net p~oceeds of all mines and 

mininq cl~ims, except coal ~ines, after deducting only the 

expenses specified and allowed by section 84-5403; also 

~here the riqht to enter upon land, to explore or prospect, 

or dig for oil, gas, coal or mineral is reserved in land or 

received by mesne conveyance {exclusive of leasehold 

interests), devise or succession by any person or 

corpor3tion, the surface title to which has passed to or 

SECOND R E A D I N G 

' 

SB 02'>1/02 

remains in another, the state deoartment of ~evenue shall 

2 determine the value of the right to enter upon said tract of 

3 land for the purpose of digging, exploring, or prospecting 

4 for gas, oil, coal or minerals, and the same shall be placed 

5 in this classification for the purpose of taxation. 

b Class Two. All agricultural and other tools, implements 

1 and ~achinery. oas and other engines and boilers, threshing 

8 machines and outfits used therewith, automobiles. motor 

9 trucks and other power-driven cars, vehicles of all kinds 

10 except mobile homes, boats and all watercraft, harness, 

11 saddlery and robes and except as provided in Class Five (aj 

12 of this section, all poles, lines, transformers, transformer 

13 stations, meters, tools, improvements, machinery and other 

14 property used and owned by all persons, firms, corporations, 

15 and other organizations which are engaged in the business of 

16 furnishing telephone communications, exclusively to rural 

17 areas. or to rural areas and cities and towns provided that 

lB any such city or town has a population of ~+aflt-~nd~ed 

19 tBOOt persons or less; and orovided further. that the 

20 avera~~ circuit mil~s for each station on the system is mo~e 

21 tl>an e,.,.,-e.,d-ert"'-'"l""f't<'!t'-t1 1/4t m i 1 es. 

22 Class Three. livestock, poultry, and unprocessed 

23 products of both; furniture and fixtures used in commercial 

24 activities; the annual gross proceeds of underground coal 

25 mines; and all off ice or hotel turn iture and f i xtures 9 
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except improvements included in Class Nine. 

Class Four. (a) All land, town and city lots, with 

improvements, except imProvements included in Class Nine, 

and all trailers affixed to land owned, leased, or under 

contract or purchase by the trailer owner, manufacturing and 

mining machinery, fixtures ~nd supplies, except as otherwise 

provided by the constitution of Montana, and exce9t 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 situated, except those held by 

a distributor or dealer of mobile homes as part of his stock 

in trade, and except as such property may be included in 

Class Eight. 

Class Five. (a) All poles, 1 i nes~ transformers, 

transformer stations, meters, tools, improvements, machinery 

and other property used and owned by co-operative rural 

electrical and co-operative rural telephone associations 

organized under the laws of Montana except those within the 

incorporated limits of a city or town in which less than 

n+ne~y-~+ye--per-ee~-t95%t of the electric consumers and;or 

telephone users are served by a co-operative organization, 

and as to the property enumerated in this sub-section (a) 

within incorporated limits of a city or town in which less 

tnan ft+fte~y-++•e-per-eeft~-t95%t of the electric consumers or 
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users will be served by a co-ooerative organization, such 

property shall be put in Class Two. 

(b) All unprocessed agricultural products either on 

the fi"rm or in storaqe,. irrespective of whether said 

products are owned by the elevator, warehouse or flour mill 

owner or comp3ny storing -the same, or any other person 

whomsoever, except all ?e~ishable fruits and vegetables in 

farm storage and owned by the producer, and excepting 

livestock and poultry and the unprocessed products of both. 

(c) The dwelling house, and the lot '.>n which it is 

erected, owned and occupied by any resident of the stater 

who has been honorably discharged fro~ active service in any 

branch of the armed forces, who is rated &ne~ftd~e~-pe~ 

een~-t100%t disabled due to a service-connected disability 

by the United States veterans administration or its 

successors. 

In the event of the veteran•s death, the dwellinQ 

house, and the lot on which it is erected, so lono as the 

surviving spouse remains unmarried and the owner and 

occupant of the property, shall remain within this 

classification. 

Class Six. Prooerty formerly included in this class is 

now classified by section 84-308, R.C.M. 1947. 

Class Seven. (a) All new industrial prop~rty. New 

industrial property shall mean any new industrial plant. 

-4- Sll 251 
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incluoing land• buildin~s, machinery and fixtures which, in 

the determination of tho state department of revenue, is 

used by a new industry during the first th~~t3t years of 

operation not havinq been assessed prior to July 1, 1961, 

within the state of ~ontana. New industry shall mean any 

person, corporation, firm, partnership, association, or 

other group which establishes a new plant or plants in this 

state for the operation of a new industrial endeavor, as 

distinguished from a mere expansion, reorganization, or 

merger of an existing industry or industries. Provided, 

however, that new industrial property shall be limited to 

industries that manufacture, mill• mine, produce; process or 

fabricate materials, or do similar work in which capital and 

labor are employed and in which materials unserviceable in 

their natural state are extracted, processed or made fit for 

use or are substantially altered or treated so as to create 

commercial products or materials; industries that engage in 

the "'echan i cal or chemical transformation of materials or 

substances into new products in the manner defined as 

manuf3cturing in the 1972 Standard Industrial Classification 

Manual, prepared by the United States office of management 

and budget; and in no event shall the term new industrial 

property be included to mean property used by retail or 

wholesale merchants, commercial services of ~ny type, 

agriculture, trades or professions. New industrial property 
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does not include a plant which will create an adverse impact 

on existing state, county, or municipal servjce-s. The 

the department shall promulgate re<Julations for 

deter~ination of what constitutes an adverse i~pact 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 .nade an initial 

determination that the industrial facility qualifies as new 

industrial property, the department shall then upon proper 

notic~ 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 waive its objection to retention of this 

classification if the industry agrees to the prepayment of 

taxes sufficient to satisfy tax requirements created by the 

location and construction of the facility during 

construction period. 

In the event of a prepayment of taxes, the maximum 

a~ount or prepayment shall be the amount without the 

application of the Class 1 (a) to such property. 

If a major new industrial facility qualifies under 

Class 7 (a) the reduction of its yearly payment of property 

taxes for reimburse~ent of its prepaid taxes as provided for 

in section 64-41-105, R.c.M. 1947, shall not begin until the 

Class 7 qualification expires. And provided further, that 
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new industrial property shall not be included to mean 

property which is used or employed in any industrial plant 

which has been in operation in this state for t"~-t3t 

years or longer. Any person, corporation, firm, partnership, 

association or other group seeking to qualify its property 

for inclusion in this class shall make application to the 

state department of revenue in such manner and form as may 

be required by said department. 

LUI All sprinkler jrrigatjon systems. including all 

RiR~boses. rollers. spear attachments. connectors• pumps. 

and other items integral to the f~Dlng_gf a sprinkler 

~iQQ_systemo ln~led and ysed on a farm. or rancho 

b~~ding yoderground water distribution lines and other 

eJeaents gf a system sufficiently affixed to land that tbey 

~~real pro~ertx• 

Tbt~ Business inventories. Business inventories 

shall include goods intended tor sale or lease in the 

ordinary course of business, and shall include raw materials 

and w~rk in progress with respect to such ooods, but shall 

not include goods actually leased or rented on the 1 ien 

date, or mobile homes held by a dealer or distributor as a 

part ~f his stock in tr~de. 

tetial Air pollution control equipment as defined in 

section 69-3923. 

t~t~ A capital investment in a recognized nonfossil 
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form of energy generation, to the extent provided under 

section 64-7403. 

Class right. (a) Any improvement DO real property, 

trailers affixed to land or mobile home belonging to any 

person who qualifies under any one or more of the 

hereinafter set forth categories, with appurtenant land not 

exceeding T+Ye-t5t acres, which together have a market value 

of not more than ~eftty-~e¥~ftoH~aft6-f+¥e-ftHft~ee--de~~ar§ 

t527o500to which dwelling is owned or under a contract for 

deed, and which is actually occupied for at least teft--tlOt 

months per year as the primary residential dwellinq of: 

(1) a widow ~~~e~-twe--tbZt years of age or older, 

whether with or without minor dependent children, who 

qualifies under the income limitations of (4), or 

(2) a widower ~tr twe fb2t years of age or older, 

whether with or without minor dependent children, who 

qualitiP.s under the income limitations of (4)• or 

(3} a widow or widower with minor or 

children regardless of age, who qualifies under 

1 imitations of (4)• or 

dependent 

the income 

(4) a recipient or recipients of retirement or 

disability benefits whose income from all sourc~s is not 

more than ~~~-efteH~e"d-do++~-tS6o000t for a single person 

and ~~~--ehett§aftd--e+~he--hH~~ee--eo++sr~--t$6oBOOt for a 

married couple total per annum whether said dwelling is 

-B- S8 251 
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occupi~d by a sinole Person or a married couple. Provided, 

further, that one who aoplies for classification of property 

under this class must make an affidavit to the state 

department of revenue on a form as may 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 marital 

status. if applicable, and to the tact that he or she 

actually occupies or maintains as his or her primary 

residential dwelling, such land and improvements with right 

of the county welfare board to investigate the applicant, on 

the c3mpletion of the form, as to answers given on the form. 

Provided, further, the ~ssessed value of said prooerty shall 

not be increased during the life of the recipient of 

retirement benefits or widow or widower covered under this 

class, unless the 

improve~cnt in the 

owner-resident 

dwelling. For 

makes a substantial 

the purposes of the 

18 affidavit required for classification of property under this 

19 class, it shall be sufficient if the applicant signs a 

20 statenent swearing to or affirming the correctness of the 

21 information supplied, whether or not the statement is sianed 

22 before a person authorized to administer oaths, and mails 

23 the a~plication and statement to the department of revenue. 

24 This signed statement shall be treated as a statement under 

25 oath 3f equivalent affirmation for purposes of section 
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94-7-2~3. R.c.~. 1947• relating to the criminal offense of 

false swearing. 

(b} A capital investment in a building for an energy 

conservation purpose, to the extent provided under section 

84-7403· 

Class Nine. The incremental increase in the value 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 utility allocations 

after deductions of locally assessed properties and except 

as provided in Class Two for rural telephones and Class Five 

(a} for cooperatives. and all other property not included in 

the ~~-t1ot preceding classes.• 

-End-

-10- SB 251 
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SEN4Tf SILL NO. 251 

lNTKODUCED BY MANLEY 

A BILL fOR AN ACT ENTITLED: ~AN ~CT TO INCLJDE SPfttN*trRS 

~RftlU~~ *~-~~-ttSt-dF I~KIGATION ~~~t~6~ FACILITIES 

WHten-ft~~ ~litl-e&~Ll~ t**t9 ~~tT~--~~ttttTtS--aF--+HE 

rtat~t--*HS-STA+E-6aY£RN~NTS HHQ£ft=Et*SS-~ EAtMPT fROM 

IAX&I~~; AMENDING SECTION ~-r66 ~ ~QZ• R.C.H. 

1947.• 

Bt IT E~ACTEO BV THE LEGISLATURE OF THE STATE OF MONTANA: 

Refer ta Second Reading Sill 

(~tri~e everything after the enacting clause and insert:) 

Section 1. Section 84-202, R.c.H. 1947, is amended to 

read as follows: 

•H4-20l. Exemotions from taxation. (11 (a) The 

proPerty of the United States, the state, counti~s. cities, 

towns, school districts, municipal corporations. public 

libraries, buildinos with land they occupy and furnishings 

therein owned ~y ~church and used for actual reliqious 

worship and for residences of the clerny, tooether with 

adjac~nt land reasonably necessary for convenient use of 

such ouildinqs owned by a church• such other pro~~rtv ~s is 

used eKclusively for aoricultural and horticultural 

societies. for educational ourposes, hospitals and olaces of 

T H I R D R E A D I N G 
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Durial not usea or neld for private or corporate ~rofito and 

ins~itutions of purely public cnarity, evidence of debt 

securad ~y mortgages of record upon real or oersonal 

property in the state of Montana, and public art galleries 

ana public observatories not used or held for private or 

cor por.>te profit. are exempt from taxation, but n'> more 1 and 

than is necessary for such purpose is exempt. 

(D) As used in this subsectiono the term •institutions 

of purely public charity" shall include organizations owning 

and operating facilities for the care of the retired or aged 

or chronically ill wnich are not operated for gain or 

profit; and the terms "public art galleries and public 

observdtories• shall .aan only such art galleries and 

observatories whether of public or private ownershiP• as are 

open to the public, without charge or fee at ~11 reasonable 

hours. ~nd are used for the purpose of education only. 

1"-1 When -~ clubhouse or building erected by or 

oeloncing to any society or organization of honorably 

disch,rqed United States soldiers, sailors or marines who 

serveJ in army or navy of United States, is used exclusively 

for ejucational. fraternal, benevolent or t"·Ur<ely public 

cha..-itab1~ purposes, rather than for nain or orofito 

to<;et.~e r with the 1 i brary and furniture necessar i 1 y used in 

any such nuildinc, such property is exempt from taxation, 

and all property, real or personal, in the possession of 

-l- 58 251 
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1 egal JU~rdians of incompetent veterans of the World War or 

minor oependents of such veterans~ where such property is 

funds or derived from funds received from th~ United States 

as pension~ co~pensation, insurance, adjusted compensation~ 

or gratuity, shall be exe111pt from all taxation as property 

ot th2 Unitea States while held by the JUardian, but not 

after title passes to the veteran or minor in his or her own 

ri~ht on account of removal of legal disability. 

13) A11 household goods and furniture, including 

wear in~ clocks, 

appan•l 

musical instruments, sewing 111achines. 

of ae111bers of the family actually used by the owner 

for personal and doaestic purposes, or for furnishing or 

equipoing the family residence are exempt from taxation. 

(4) Freeport merchandise shall be exempt from 

taxat.ion. Freeport merchandise means those stocks of 

m2rchandise manufactured or produced outside this stat~ 

which are in transit through this state and consinned to a 

warehouse or other storaqe facility, public nr private, 

within this state~ for storage in transit prior to shioment 

to a final destination outside the state, and which have 

acquir~d a taxable situs within the state. 

Stocks of merchandise do not lose their status as 

treeport ~erchandise because while in the storane facility 

they are assembled, bound, joined, processed, disassembled, 

divid 3 do cut, broken in bulk, relabeled or repack•oed. 
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Any person, corporation, firm. p2rtnershiP• 

associfition, or other qroup seeking to qualify its property 

tor inclusion in this class shall make applica~ion to the 

state oepartment of revenue in such manner or form as may be 

required by the department. 

(~) [The following agricultural products ~r~ exempt 

fro~ taxation:] 

(a) All unprocessed, perishable fruits and veoetables 

in farm stora9e and owned by the oroducer are exempt fro~ 

taxation. 

(b) 

products 

oriqinal 

harvest. 

(c) 

All 

except 

nonperishable 

1 ivestock, held 

unprocessed aar icul tural 

in possession of the 

producer for less than ~~weft-tlt months tollowinQ 

Livestock• defined as cattle, sheep, horses~ or 

mules, which have not attained the aqe of "~"~-t9t ~onths as 

of the last day of any ~onth. 

(6) Honeys and credits are exemot from taxation. 

(f) A capital investmPnt in a r~coonized nonfossil 

form ot energy generation is exempt to the PXtent orovided 

under section 84-7403. 

U!L.-.S.PL.i.Dlle.r:_ -.i.J:.r:i..sl.;U;i..!W systems Jl.LL~Ulll.QL_fl:.m!l 

J;. ilX .U.liln...~IKh...UUJiUD.Lintlw1L<tl I P i pes L-_JUUi~L--..Ulil.eLS.o. 

.UU:<U-..a.ll~enll.L..~IUJnectgrs, pumr;>S• ilfi!L other j tem:> 

.io.t.e~J~ L-..J;.a__!.WL_[.u ru:.liml~-2L.._a spr j nk I e L..il.Li a at i on 
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HOUSE OF REPRESENTATIVES 
TAXATION COMMITTEE AMENDMENTS ON SENATE BILL 251, 

in the third reading copy as follows: 

1. Amend title, page 1, line 8. 
Following: "TAXATION;" 

April 7, 1977 

Insert: "ASSESSING THE LAND SO IRRIGATED ON A PRODUCTIVITY BASIS;" 
Following: "AMENDING" 
Strike : "SECTION" 
Insert: "SECTIONS" 
Following: "84- 202," 
Insert: "AND 84-429. 7," 

2. Amend page 4, Section 1 (8), line 24. 
Following: "connectors," 
Strike: "pumps," 

3. Amend page 5, section 1(8), line 1. 
Following: "system," 
Insert: "except pumps," 

4. Amend page 5, line 4. 
Following: line 4 
Insert: "Section 2. Section 84-429.7, R.C.M. 1947, is amended to read 
as follows: 

"84-429.7. Classification and appraisal- duties of the department of 
revenue. (1) It is hereby made the duty of the state department of revenue 
to accomplish the following: 

(a) The classification of all taxable lands. 

(b) The appraisal of all taxable city and town lots 

(c) The appraisal of all taxable rural and urban improveme~ts. 

A record thereof must be kept upon such maps, plats and forms, and 
entered in such books of record as may be prescribed by the state department 
of revenue. Such maps, plats, forms and books of record shall be official 
records of the state. A certified copy of all such records as may be desired 
shall be furnished to the state department of revenue. 

It shall be the duty of the state department of revenue to maintain 
current, the classification of all taxable lands and appraisal of city and 
town lots, and rural and urban improvements, as provided for herein. 

(2) The department shall continue to assess, without consideration of 
any increase in productivity resulting from the introduction of ~-~~~i"k±e~ 
ty~e an irrigation system other than a sprinkler type irrigation system, at 
the current rate all nonirrigated farm land and nonirrigated continuously 
cropped farm land for a period of three-~3t years after introduction to the 
land of a sprinkler type irrigation system. 

The records of this assessment shall be maintained in the office of the 
.J.gent of the department in each county of thi:> stat(' o.nd a copy sent to the 

departm(~nt. 

AS /\MEN Dim, Nt)'I' BE CONCURRED IN 


