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HOUSE BILL 400 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill, 
do pass. 

Second reading, as amended. 

Correctly engrossed. 

Third reading, passed. 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Died in Committee. 
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INTRODUCED BY 

~BILL NO.~ 

A BILL FOR AN ACT ENTITLED: •AN ~CT TO ESTABLISH THE 

PROPERTY TAX RATE FOR MOST RESIDENTIAL DWELLINGS AT 5~ OF 

TRUE MARKET VALUE; TO REQUIRE THAT THE TAX RATE BE ADJUSTED 

IF THE APPRAISED VALUE FALLS BELOW TRUE MARKET VALUE; TO FIX 

T.IE TAX RATE FOR C.LASS ELEVEN PROPERTY AT 8e551:; AMENDING 

SECTIONS 15-6-11Zo 15-6-ll4o 15-6-ll9o 15-6-lllo AND 

l5-J-ll1t MCA; REPEALING SECTIONS 15-6-116 AND 15-7-1Zlt 

MCA; AND PROVIDING AN EFFEC.TIVE DATE.• 

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

Nfli_SECTION. S~ction 1. Class twenty-one property 

description taxable percentage. (1) Class twenty-one 

prop~rty includes all residential dwellings. 

(£) (a) "Residential dwelling• -ans any improvement 

us~d for permanent human habitation. including but not 

limited to mobile holies and trailers affix~d to lando 

apartments, condominiumso and other multiple dwellings. 

(b) "Truu market value• means the current valu~. 

determined by recent sales data of co•parable property as 

re~orted under the provisions of 15-7-304 and 15-7-305 or by 

other methods the department of revenue May employ. at which 

the property would change hands between a willing seller and 
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d willing buyer. neither being under any co~pulsion to buy 

or sell and uoth having reasonable knowledge of relevant 

facts. 

(3) Class twenty-one property is taxed as follows: 

(a) So auch of the true •arket value of residential 

dwellings owned by persons •eeting the qualifications 

i11posed in (section Z] that does not exceed SJ7.~00 is taxed 

at 2 1/2~ of true aarket valueo subject to revision under 

the provisions of subsection (5)• 

(b) All other residential dwellings are taxed at 51: of 

true •arket value, subject to revision under the provisions 

of subsection (5)• 

(~) Before June 30 of every yearo the director of the 

department of revenue shall certify to the governor the 

percentage the average appraised value of residential 

property in the state bears to true ~arket value. This 

percentage shall be determined frOG recent sales data 

collected under the provisions of 15-7-30~ and 15-7-305 and 

sales assessaent ratios. 

(5) The tax rates for class twenty-one property are 

increased by the percentage that the statewide average 

appraised value of residential property is less than true 

market value. The governor shall direct the departaent to 

use t~ adjusted tax rates for that year in determining the 

taxable value of class twenty-one property that year. 

-z- H/3 4ut 
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HfH_iftil~ Section 2. Taxation of residential 

dwellings owned by certain retired and dis.,bled persons. Ill 

Ta be eligible for the tax rate provided in [section 

(3)(a))• the residential dwelling .ust be owned or under 

contract for deed and occupied for at least 10 •onths of the 

year as the pri•ary residential dwelling of: 

(a) a widow or widower at least bZ years old who 

qualifies under the inco8e ll•itations of subsection (1); 

(b) a widow or widower of any 39e with dependent 

children who qualifies under the income lieitations of 

subsection (1); 

(c) a person who has been honorably discharged fro• 

active service in any branch of the ar•ed services and who 

is rated 100~ disabled due to a service-related disability 

by tile United States veterans• ad•inistration or its 

~uccessor; 

(d) the surviving spouse of a person qualifying under 

subsection (1)(c)o who reaalns unaarried and the owner and 

occupant of the property; 

(e) a recipient or recipients of retirem .. nt or 

disability benefits whose total income fr~ all sources is 

not more than 17,000 for 3 single person or ,8.000 for a 

married couple. 

(2) Before March 1 of the year for which this tax rate 

is sought, a person must sign and file an application, 
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provided without cost by the depart.ant. containing such 

i nfor., .. t ion as the department considers necessary to 

determine the applicant's eligibility. 

Section 3. Section 15-b-112, ~CA, is amended to redd: 

•15-6-112• Class eleven property description 

taxable percentage. (11 tlass eleven property includes: 

(al all land except agricultu~al land meeting the 

qualification of 15-7-202; 

(b) all i•provements except those included in classes 

fifteen~ end eighteen• and twenty-one; 

(c) all trailers affixed to land owned, leasedo or 

under contract for purchase by the trailer owner; and 

(dl all eobile ho•es except: 

(i) those held by a distributor or dealer of ~obile 

homes as part of his stock-in-trade; and 

(ii) those included in e+es~ classes fi ft:e<>n = 
tl!lenty-gne. 

(2) Class eleven property is taxed at ir• ~of it, 

Market value ep--se--.aeft--o~--ir•--~-~s-de~er•*ned-H~der 

i~-~trty-Wft+eheYer-~•-+~s.• 

Section 4. Section 15-6-114• HCAo is amended to read: 

•15-6-114. Class thirteen property-- description -

taxable percentoge• (1) Class thirteen property includes the 

incremental increase in the value of real estate~~ 

resjdential dwellings. produced by repairing, maintaining, 

-4-
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or improving existing i~provements. 

{2) Class thirteen property is taxed at: 

(a) 2o4% of the market value for the first full year 

following completion of the r£pair 0 maintenance, or 

improving of existing i•provements; 

{b) 4e8% of the 111arket value for the second full year 

followin'! completion of the repair, maintenance, or 

improving of existing improvements; 

(c) 7.2% of the market value for the third full year 

following completion of the repair, aaintenanceo or 

improving of existing improvements; 

(d) 9o6% of the •arket value for the fourth full year 

fall owl ng completion of the repair, aaintenanceo or 

imfJrovill'J of existing i•prove•ents; and 

(e) 12% of the market value for the fifth full year 

anJ every year thereafter following co•pletion of the 

repair, maintenance, or i•proving of existing i•prove•ents.• 

Section 5. Section 15-6-l19o HCAo is amended to read: 

Ml5-6-ll9. Class eighteen property -- description 

taxable percentaj•• (l) Class eighteen property includes: 

tet--e-dwe+++n9-ftoa~e--end--t~-+~--en--wh+eh--+t--+~ 

e~eeted.--e>lfted-end-eee~pied-by-s-r~+de~-e~-the-~tete-wh~ 

t+t--h~been-h&fte~+y-dT~eher~ed-fr&a-eet+.e-~~+ee 

+n-eny-brene~-e~-the-e~~-~erv+e~•-e~ 

t++t-+~--reted-~6~-d+~+~~e-to-e-~erv+ee-e&n~ted 
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d+~b+++ty-by-the-~n~ed-5tote~-veterens&-edft+ft+~tretT&n--er 

+ts--~~eee~sorw--+n--the--eveftt--8+-the-vet~en•~-deeth.-the 

dwe+++n~-heu~-e~-the-+et-on--wh+eh--+t--+~--eree+ed--she++ 

re•eift +ft-tft+~-e+&s,-e,~~~he-~~rv+v+ftg-,pe.,e-reae+ns 

~nmerr+ed-e~-the-eWfte~end-oee~~-8+-the-~~yw 

tbti4l all property used and owned by cooperative 

rural electrical and cooperative rural telephone 

associdtions as provided In (2)(a) of this section; 

tetLbl air pollution control equipment as defined in 

this section; and 

tdt~ new industrial property as defined in this 

section. 

{2) (a) The property of all cooperative rural 

~lcctriCdl and cooperative rural telephone associations 

or~anized under the laws of Montana is included in this 

class, except that when less than 95\ of the electricity 

consumdrs or telephone users within the incorporated li•its 

of J city or town are served tly the cooperative 

org2~izationo the property is included in class eighteen. 

(b} MJ.ir pollution control equipment• •eans 

facilities, machinery, or equiplll~nt, attached or unattached 

to real prop~rtyo utilized to reduce, eliminate, control, or 

prevent air pollution. The department of health and 

environmental sciences deter~ines if such utilization is 

beiny 111ade. 

-b-
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(cl •New industrial property• .e~ns any new industrial 

pldnto including lando buildings, machinery• and fixtures• 

except mobile machinery, which is u>erl by a n~w industry 

during the first 3 years of its operation. The property aay 

not have been assessed prior to July 1, l96lo within the 

state of ~ontana. 

(i) New industrial property os lieited to industries 

that: 

(A) eanufactureo eillo eineo produce, process. or 

fatricate materials; 

(8) do sieilar worko eeploying capital and labor, in 

which eaterials unserviceable In their natural state are 

extracted• processed, or eade fit for use or are 

substantlaJly altered or treated so as to create coemercial 

products or aaterials; or 

(C) engage in the •echanical or che•ical 

transforaation of aaterials or substances into new products 

in the eanner defined as aanufacturing in the 1972 Standard 

Industrial Classification Manual prepared by the United 

States office of eanage .. nt and budget. 

(ii) New industrial property does not include: 

(A) property used by retail or wholesdle merchants. 

coemercial services of any 

professions; 

(B} a plant that 

type, agriculture, 

will create adverse 
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existing stateo county, or eunicipal services; or 

(C} property used or eaployed in any industrial plant 

that has been in operation in this st~te for 3 years or 

lon~er. 

(dl •New industry• eeans any person. corporation, 

fire, partnership• association, or other group that 

establishes a new plant or plants in Montana for the 

operation of a new industrial endeavor. as distinguished 

fro• a ~ere expansion. reorganization, or merger of an 

existing industry or industries. 

{31 The departaent of revenue shall pro~ulgate rules 

for the deter•ination of what constitutes an adverse impact. 

t~king into consideration the nuaber of people to be 

e•ployed and the size of the co .. unity in which the location 

is conte•plated. Any persono fir•• or other group seeking to 

qualify its property for inclusion in this class shall ~ake 

application to the department in such a eanner and form a~ 

the departeent requires. Once the department has ~ade an 

initial deter•ination that the industrial facility qualifies 

as new industrial property, the department shall then, upon 

proper notice, hold a hearing to determine if the new 

industrial clussification should be retained by the 

property. The local taxing authority may appear at the 

hearing and ~~Y waive its objection to retention of this 

classification if the industry agrees to the prepayme~t of 

-8-
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taxes sufficient to satisfy tax requireeents created by the 

1 ocat ion and construction of the facility during the 

construction period. When a prepayment of taxes is required, 

the maxi mum amount of prepaylll<!nt f. hal· be the a•ount of tax 

the industry would have paid without the application of the 

class seven percentage to such property. 

(41 If a major new industrial facility qualifies under 

class eiqnteeno the reduction of its yearly payaent of 

property taxes for reimbcrse.ant of its prepaid taxes as 

provided for in 15-16-201 does not begin until the class 

eighteen qualification expires. 

(5) Class eighteen property shall be taxed at z.BX of 

its market value C1'y-+ft-1:he-e---of--~eny-e+ess+f'+ed 

~nder--tttt~t--ef'--1:~--seet+ony-so--ea~h--of'--~.e.--es-+s 

determ+ned-~nd~-~5-~-t~+Y-wh+efte¥er-?s-tess.• 

Section 6. Section 15-&-lZlo ~CA, is a•ended to read: 

"15-6-121. Class twenty property description --

taxable percentage. (1) There is a class of property which 

includes a pickup ca•pero travel trailer, including a fifth 

w~eel tr~iler, or motor home which is owned by and is 

actually used primarily by a person 60 years of age or older 

who is retired from full employ•ent and whose total inco•e 

each year from all sources does not exceed the income 

limitations set in ~~~ss--f+fteen [sgctjgn 2111/e!] for a 

single person or married coupleo whichever is applicable • 
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(~ :,pe~f::~~~~.~!~lies for this classification MUSt 

aQ--ar~aoit with the depart.ent of revenue as to his 

inco.eo as set forth in ~a~f'+f~e~ (section 2f2!]. 

{l) This class of property is taxed at 6~ of market 

value.• 

Section 1. Section 15-8-111, MCAo is amended to read: 

•15-8-lllo As~essaent aarket value standard 

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

lOOX of its aarket value except as provided in subsection 

(5) of this sections eftd In 15-7-111 through 15-7-114~ 

in (sectjop 1). 

(2) Market value is the value at which property would 

change hands between a willing buyer and a willing seller. 

neither being under any co•pulsion to buy or to sell and 

both having reasonable knowledge of relevant facts. 

(3) The doparteent of revenue or its agents say not 

adopt a lower or different standard of value from aarket 

value in making the official assessment and appraisal of the 

value of property in class one and classes seven through 

eighteen. For pur~oses of taxation, assessed value is the 

saMe as appraised value. 

(4) The taxablP value for all property in class one£ 

end classes seven through fgyrteena and classes 5ixteep 

t.hrgugh eighteen is the percentage of market value 

established for each class of property in 15-6-102£ ond 

-1()- fiB Lf {J () 
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15-b-108 through 15-6-115• and 15=6-111 throygh 15-6-119• 

(5) The assessed value of properties in l~-6-103 

t~ough 15-6-107• ~nd 1S-6-120L _ _ang__~~an__!J is as 

follows: 

(a) P f"ope,.ty in 15-6-106• unde,- class fivet is 

assessed at 100~ of book value by the method established in 

15-6-106 and the sections cited th~,-ein. 

(b) Pf"opertles in 15-6-103, under class t1o10o are 

assessed at 100~ of the annual net proceeds afte,- deducting 

th& expenses specified and allowed ~y 15-23-503. 

(c) Properties in 15-6-10~, 15-6-105, and 15-6-120t 

lZ under classes three, fouro and nineteen are assessed at 100~ 

11 of the annual gross proceeds. 

1~ (d) Properties in 15-6-lOTo under class sixo are 

15 assessed at 100~ of the productive capacity of the lands 

16 when valued for agricultuf"al purposes. All lands that ~eet 

17 the qualifications of 15-7-202 a,-e valued as agf"icultural 

18 lands for tax purposes. 

19 le) Propertx jn ($eC\ion 1]• yoder class twentx-ong. 

ZO js RS$C$$Cd at lOQI gf it& true market yaJuew ai defjned in 

21 rsectign 1). 

22 (6) Land and the iaproveaents th~reon af"e separately 

23 assessed when any of the following conditions occur: 

2~ (a) owne,-ship of the iaprove•ents is diffe,-ent from 

25 ownership of the land; 
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(b} the taxpayer •akes a written request; Of" 

(c) the land is outside an incorporated city Of" town. 

(71 lhe taxable value of all pf"operty in classes two 

thf"ough six is the oercentage of assessed value established 

in 15-6-103 through 15-6-107 for each class of p~ope,-ty.R 

Section B. Repeale,-. Sections 15-b-llb and 15-7-121• 

MCAo a,-e repeale~. 

Section 9. Effective date. This act is effective on 

passage and approval and applies to taxable yeaf"s beginning 

afte,- Oece~ber 31, 1978• 

-End-

-12-



STATE OF MONTANA 
REQUEST NO. 154-79 

FISCAL NOTE 

Form BD·15 

In compliance with a written request received January 26 , 19 ...l!l._, there is hereby submitted a Fiscal Note 
for House Bill 400 pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 
Background information used in developing this Fiscal Nota is available from the Office of Budget and Program Planning, to members 
of the Legislature upon request. 

>ESCRIPTION 

Chis bill will establish the property tax rate for most residential dwellings at 5% ) 
>f true market value; require that the tax rate be adjusted if _the appraised value 
:alls below true market value; fix the tax rate for class eleven property at 8.55%; 
lmending sections 15-6-112, 15-b-114, 15-6-119, 15-6-121, and 15-8-1\T~ MCA; and pro-
ll'ide an effective date. ' 

~SSUMPTION 

rhis note is designed to give an estimate of the fiscal impact of this proposal on 
~esidential property had it been in effect in FY 79. 

L) There are 151,000 residences that would qualify. 
!) The average appraised value is $21,000. 
3) The appraised value is currently estimated to be 50% below market value. 
+) The local mill levy is 200 mills for all property. 
)) The state levy is 6 mills. 
i) The changes in the technical note are made. 
7) The values calculated with FY 79 data will increase approximately 5% per year. 

nSCAL IMPACT 

[n FY 79, the state would have lost $200,000 from the 6 mill university levy. 

~FFECT ON LOCAL GOVERNMENT 

iad this bill been in effect in FY 79, local governments would have lost approximately 
~6. 7 million. 

~ONG-RANGE EFFECTS 

[n the long run the percentage that appraised value is below market value, assuming 
10 reappraisal, will tend to decrease with the rate of inflation for housing. This 
Jould cause the taxable percentage to increase at a rate equal to housing inflation. 
rhis could cause the taxable value of housing to actually increase over what it would 
le in absence of this legislation. 

rECHNICAL NOTES £ .L.J ot: J""~ tr--
8 h " BUDGET DIRECTOR ,j \) Section 1, paragraph 3 (a), line 7 & s ould read, •.• not ... ____________ _ 

exceed $37,500 has a taxable value e ual to 2 1/2% of true OfficeofBudgetandProgramPianning 
narket value" Section 1, paragrap ine 1 &11 should 0 //l, /l p 
read ". • • dwellings have a taxable value egual to 5% of true ate: ,- t ' 
narket value" These amendments eliminate the confusion whether "taxed at 2 1/2% or 5% means 
taxable value or actual tax. Section 1, paragraph 5, line 21, should add "increased ~ 



STATE OF MONTANA 
REQUEST NO. 154-79 

FISCAL NOTE 

Form BD·15 

In compliance with a written request received April 2 , 19 ...l.!J__ • there is hereby submitted a Fiscal Note 

for Amended House Bill 400 (T~Jt?ua~!f6ltRWter 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 Legislature upon request. 

DESCRIPTION 

This proposed bill is an act to limit the taxable value for residential dwellings to 5% of 
true market value and provides an effective date. 

FISCAL IMPACT 

No Fiscal Impact 

EFFECT ON LOCAL GOVERNMENTS 

There may be instances where the taxable value of residential property exceeds 5% of 
market value. In these instances the local government revenues would be decreased 
slightly. 

PREPARED BY DEPARTMENT OF REVENUE 

/G, .L__.I c/'. ~ .. J ~ 
BUDGET DIRECTOR c 0 . 

. . 
Office of Budget and Program Planning 

Date: ..,-I) 17? 
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HOUSE BILL NO. 400 

INTRODUCED BY HUENNEKENS 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ES~AB~~SH Llft!l THE 

PRSPER~¥---~A*--RA~E IA!ABLE VALUE FOR M&Sf RESIDENTIAL 

DWELLINGS A~ 1Q 5~ OF TRUE MARKET VALUE; ~8-REiYtRE-THA~-~H€ 

~·*-RAfE-eE-A&dYSfE9-tF-~HE-APPRAtSE9-YA~YE-FA~~S-8Et8W-fRYE 

HARKEf-YAtYEt-f8-FtK-~HE-~A*-RAfE-F8R-EtASS-E~EYEN--PR9PER~¥ 

Af--8w55•t--AMENBtN6--SEEff9NS-tS-6-tt~~-t5-6-tt4~-t5-6-tt•~ 

t5-6-t~ty-AN9-tS-8-ttt~-MEAt-REPEAtfN6-SEEff9NS-tS-6-tt6-AN9 

tS-~-tity-MEA; AND PROVIDING AN EFFECTIVE DATe.• 

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTA~A: 

HE~-SftllDHa Section 1. E\e~~-~weftty-ofte-p~ope~ty---

ee~e~?ptieft------te•eb+e--pe~eeftte~• 

RESlQEHilA~--~1~ (1) e•~~---t•e"ty-ofte---~ope~ty 

+ne+~de~-o++-~e~+deftt+el-e•e+++~s· AS u~~D IN-1~1-if~Hs 

tit--(al •Residential dwelling• .eans any i~prove•ent 

used for per•anent human habitation. including but not 

limited to mobile hoaes and trailers affixed to land, 

apartments, condoeiniueso and other •ultiple dwellings. 

(b) •True market value• means the current ~AR!i value 

Qf_ltlf_RfSlQEHIIAL-QHIL~• determined by recent sales data 

of comparable property as reported under the provisions of 
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15-7-30'o and 15-7-305 or by other •ethOds the departeent of 

r4venue •ay e•ployo at which the property would change hands 

betwaen a willing seller and a willinq buyero neither being 

under any co•pulsion to buy or sell and both having 

reasonable knoNledge of relevant facts. 

t~tLZl &+ess-twenty-o~.-p~ope~ty-+~-tow~-~--fo+*•••• 

tet--So--.-eh--ef--the-~•---aePket-vo+ae-o~-~•s+deftt+e• 

ewe+l+ft~--ewned--by--pe~sen~--eeet+ft9--the---~ae\+•+ee~+on~ 

+eposed-+ft-f~eet+on-ii-thet-do~-"~-eweeed-s~~.see-+s-~e•ed 

et--i-~f~•--e4--t~ae-•e•ket-ve•aey-~ab;eet-to-rev+s+on-and~ 

t~e-prov+s+ons-o~-~abseet+en-tStw 

tbt--•+•--ether--~es+dent+e+--dwe••+ngs--~e-~owed--~ 

VALUE DE &_&fiLDfHI~fLL!HG MAr NOI EXCEED St of true 

•arket valueay--sabject~o-rev+s+on-aftde~-the-p~ov+s+on~-o~ 

s~b~ection-t5t• 

tloit~t--Before-dafte-~e-of-eve~y-yee~~-~he--d+re~er--o• 

t~e--deport .. ftt-o•-~eveftae-s~e+l-eert+•y-to-the-~ove~fto~-~he 

pereefttege--the--eve~ege--epp~eised--ve\ae--o•---~es+deft~+e+ 

prope~ty--+ft--~~e--stete--bears--te--t~ue-•erket-vo+aew-fh+~ 

pereefttoge--s~el+--be--detereffted--froM--reeeftt--se+es--doto 

eo++eeted--aftde~-the-~ov+~+ons-of-iS-i-~8~-e~d-tS-~-~85-eftd 

se\es-e~~ess .. nt-~et+osw 
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+neree~ed-by--t~e--pe~eefttege--t~et--t~e--stetew+de--evero~e 
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