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SENATE BILL NO. 142

In the Senate

Introduced and referred to the
Committee on Taxation.

Fiscal note requested.
Fiscal note returned.

Committee recommend bill as
amended.

Printed and placed on members'
desks.

Second reading do pass.
Considered correctly engrossed

Third reading passed.

In the House

Introduced and referred to
Committee on Taxation.

Committee recommend bill as
amended.

Second reading concurred.

Third reading as amended.

In the Senate

Returned from House, concurred
as amended.



April 18, 1979

April 20, 1979

April 20, 1979

May 15,

1979

Governor

Second reading amendments
adopted.

On motion rules suspended.
Bill placed on calendar for
third reading this day.
Third reading amendments
adopted.

Sent to enrolling.

Signed by the President.

Delivered to Governor.

Vetoed.
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|(: BILL
MCED BY : , '%
Herawi72—. Elicaend - - Turuwne o S M

f
S 5
®AN ACT TO LOWER THE TAX RATE Cwé;‘”

ON MOST RESIDENTIALe INDUSTRIALs AND COMMERCIAL PROPERTV;A”

Tt éeer— —
A BILL FOR AN ACT ENTITLED:

AMENDING SECTEIONS 15-6-112+ 15-6~L16s AND 15-6~11%9¢ NCAj

REPEAL ING SECTION 15-7-121y MCA;

%

AND PROVIDING FOR
APPLICABILITY AND AN IMMEDIATE EFFECTIVE DATE.® JaLe
Sgrkotr QM
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: /“1’-’
Section 1. Section 15-6-112s MCAs is amended to read:
"15-6~112. Class eleven property -—- daescription —
taxable percentage. (1) Class eleven property includes:
(a) a1 land except agricultural tand wmeating the
gqualification of 15-7-202;
{b) all improvements except those included in classes
fifteen and eighteen;
{c) all trailers affixed to land ownedes leasede or
under contract for purchase by the trailer owner; and
{d} all! mobile homes except:
(i) those held by a distributor or dealer of mobile
homes as part of his stock—-in—trade; and
{it) those included in class fifteens
{2) Class eleven property is taxed at #24 35X of its

market walue er—-so—-—mueh—of-—128--es—ia—deternined-onder
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15~F-t2tv-whichevar-+s—tess."

Section 2« Section 15-6-116+ MCAs is amended to read:

"L5-6-116. (Class fifteen property -- description —-
taxable percentage. (1) Class fifteen property includes so
such of the warket value of any isprovement on real
propertys a trailer affixed to 3landy or wmobile home and
appurtenant %and not exceeding 5 acres as does not exceed
335,000+ when such dwelling and land are owned or under
contract for deed and are actually occupied for at least 10
months per yesr as the primary residential dwelling of:

(a) a widow or widower &2 years of age or older who
qualifies wunder the income 1limitations of {c) of this
subsection;

(b) a widow or widower of any age with dependent
children who qualifies under the income Yimitations of (c}
of this subsection; or

{c) a recipient or recipients of retirement or
disability benefits whose total income from all sources is
not more than $7+000 for a single person or $B.000 for a
married couple.

{2) (a) A person applying for <classificetion of
prcpertf under this cltass must wmake an affidavit to the
department of revenue on a form provided by the department
without cost as to:

(i) his incomes if applicabtlte;

SB 144
INTRODUCED BILL

-2-
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(ii) his retirement benefitse If applicable;

{iii) his marita)l statuse if applicablte;

{iv) the fact that he maintains the tand and
improvements as his primary residential dwellings: and

{v} such other Information as is relevant to the
applicant®s eligibilitye

{d) This application must be made before March 1 of
the year after the applicant becores eligible under this
classifications

{c) For the purpose of the affidavit required for
classification of property under this classy it »hul) be
sufficient if the applicant signs a statement swearing to or
affirming the correctness of the Inforsation supplieds
whether or not the statesent is signed before 2 person
authorized to adeinister oathss and wails the application
and  statement to the departeent of revenues This signed
statement shall be treated as a statement under oath ecor
equivalent affirsation for the purposes of 45-7-202y
relating to the criminal offense of false swearing.

(3} Class fifteen property is taxed at &8 245% of its
market value er-—so-—much--of-—ti--n3-—is-deternined-under
15~F-t2tv-whichever—is—tess.”

Section 3. Section 15-6-119¢ MLAs is amended to read:

"15~-6-119« Class eighteen property -- description --

taxable percentagee (1} Class eigyhteen property includes:

-3
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(a}) a dwelling house and the 1lot on which it is
erectede owned and occupied by a resident of the state who:

(1) has been honorably discharged from active service
in any branch of the armed services; and

{ii}) is rated 100X disabled due to a service-connected
disability by the United States veterans® adwministration or
its successaore In the event of the veteran's deathe the
duelling house and the lot on which it is erected shall
remain in this class as long as the surviving spouse remains
unmasrried and the owner and occupant of the property.

(b} a1l property used and owned by cooperative rural
electrical and cooperative rural telephone associations as
provided in (2)(a) of this section;

{c) air pollution control equipment as defined in this
section; and

{d} new industrial property as defined in this
sectione

{2) ({(a) The property of all cooperative rural
eltectrical and cooperative rural telephone associations
organized under the laws of Montana is included in this
classy except that when less than 95% of the electricity
consumers or telephone users within the incorporated limits
of a city or town are served by the cooperative
organizations the property is included in class eighteens

{b) "™Air oilution control equipment™ means
p

- -
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facilitiess wmachinerye or equipwments attached or unattached
to real propertys utilized to reduces eliminates controls or
prevent air pollutione. The department of health and
environmental sciences determines Iif such utilization is
being madee

{c) "New industrial property®™ seans any new industrial
planty including lands buildingses machinerys and fixturesy
except mobile machinerys which is used by a new industry
during the first 3 years of its operations The property may
not have been assessed prior to July 1l 1961y within the
state of Montanae.

{i) New industrial property is limited to industries
that:

(A} manufactures =mille miney producey processs or
fabricat> materials;

(B} do similar workes employing capital) and labors In
which materials wunserviceable in their natural state are
extracteds processedes or made fFit for use or are
substantially altered or treated so as to create commercial
products or materials; or

(C} engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Classification Manual prepared by the United

States office of management and budget.

-5—

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

25

LC 0898/01

(ii) New industrial property does not include:

(A) property used by retail or wholesale merchantse
commercial services of any types agriculturesy tradese or
professions;

{) a plant that will create adverse impact on
existing states countye or sunicipal services; or

(C)} property used or employed in any industrial plant
that has been in operation in this state for 3 years or
Tongorae

{d) “New in&ustry' |OBaNs any persons corporations
firms partnerships associations or ather group that
establishes a new plant or plants in Montana for the
operation of a new industrial endeavors as distinguished
frum a wmerc expansione reorganizations or merger of an
existing industry or industries.

{3} The department of revenue shall promuligate rules
for the determination of what constitutes an adverse inpacte
taking into consideration the nonusber of people to be
esnplioyed and the size of the community in which the locetion
is contesplateds Any persons firme or other group secking to
qutlify its property for inclusion in this class shall make
sppltication to the department in such a manner and form as
the departsent requirese Once the department has wmade an
initial determinotion that the industrial facility qualifies

as  new industrial propertyes the departeent shall thens upon

SEIY L
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proper notices hold a hearing to determine if the new
industrial classification should be retained by the
propertye The local taxing authority =say appear at the
hearing and may waive its objection to retention of this
classification if the industry agrees to the prepeyment of
taxes sufficient to satisfy tax requirements created by the
location and construction of the facility during the
construction periods When a prepayment of taxes is requiredy
the maximus amount of prepayment shall be the amount of tax
the industry would have paid without the applicuticn of the
class seven percentage to such property.

(#) If a major new industrial facility qualifies under
class eighteens the reduction of its yearly paysent of
property taxes for reimbursement of its prepaid taxes as
provided for in 15~-16-201 does nect begin until the class
eighteen qualification expirese

(5) Class eighteen property shall be taxed at 2.8 of
its market value ory-——in--the-cese-of-properey-ctassified
under—tijte}—of-—this-—sectiony--so--much-—of--2e8l-—as——+9
determined—wnder—15—¥—1div—whichever—+s-tess.”

Section 4. Repealer. Section 15-7-121+ MCAe is
repealed.

Section 5« Effective date and applicabilitys. This act
is effective on passage and approval and applies to taxable

years beginning after December 3ls 1978.
-End-
-F -



STATE OF MONTANA
, REQUEST NO. _36-79
FISCAL NOTE

Form BD-15

In compliance with a written request received _January 19 , 19 _19._, there is heraby submitted a Fiscal Note
. for _Senate Bill 142 . pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
5, 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

¢+ This bill would lower the tax rate on most residential, industrial, and commercial
property and provides for applicability and an immediate effective date.

ASSUMPTIONS

1) The taxable value of the state will increase 5% per year.

+ 2) The effect of this bill is to reduce the taxable value of the state by 14.37%.
3) The local government levy for all areas is 200 mills.
4) The state levy for the University System is 6 mills.

FISCAL IMPACT

FY 80 FY 81

rrer——arr——

6 mill university levy
under current law $9,879,837 $10,373,828

under proposed law 8,467,010 8,890,371
Estimated Decrease ($1,412,827) ($ 1,483,457)

T il e AL R

EFFECT ON LOCAL GOVERNMENTS

This bill would cause local governments to lose $47.1 M in FY80 and $49.4 M in FY81.
A county by county analysis, using 1978 data, is contained on the attached sheet.

LONG~RANGE EFFECTS

This proposal would decrease the taxable value of the state by 147 each year the bill
is in effect.

PREPARED BY DEPARTMENT OF REVENUE '%,,
' BUDGET DIRECTOR
Office of Budget and Program Planning

Date: ___L/LLZ,L-‘LL——




EFFECT ON COUNTY TAXABLE VALUES HAD SB 142 BEEN IN EFFECT IN 1978

Current Law

Proposed Law

Current Law

Proposed Law

Beaverhead 15,037,659 13,376,104 McCone 10,839,961 10,151,658
Big Horn 58,441,302 56,244,741 Meagher 5,008,686 4,575,270
Blaine 23,279,269 22,358,570 Mineral 4,785,648 4,001,567
Broadwater 6,611,199 5,881,350 Missoula 115,361,385 84,864,426
Carbon 19,796,421 17,509,499 Musselshell 13,470,010 12,681,563
Carter 7,175,092 6,796,503 Park 16,431,009 13,183,620
Cascade 93,150,492 71,767,474  Petroleum 2,799,172 2,687,302
Chouteau 26,792,694 25,135,528 Phillips 14,549,041 13,215,321
Custer 19,259,990 15,719,603 Pondera 18,690,518 17,047,225
Daniels 7,912,488 7,134,418 Powder River 76,802,794 76,278,132
Dawson 20,138,547 17,182,705 Powell 11,561,491 10,066,812
Deerlodge 18,505,944 15,733,047 Prairie 5,000,428 4,645,626
Fallon 34,276,491 33,376,230 Ravalli 21,862,328 17,829,457
Fergus 22,271,837 19,850,987 Richland 41,909,574 39,760,786
Flathead 77,720,699 58,362,978 Roosevelt 22,043,043 20,188,856
Gallatin 52,068,881 41,186,719 Rosebud 82,768,264 81,441,255
Garfield 6,254,155 5,947,613 Sanders 18,843,069 15,999,903
Glacier 32,122,376 30,521,853 Sheridan 19,395,309 18,145,972
Golden Valley 3,872,766 3,650,216 Silver Bow 54,809,850 45,537,482
Granite 5,292,364 4,735,231 Stillwater 12,018,764 10,746,620
Hill 35,688,600 31,060,844 Sweet Grass 6,746,691 5,943,711
Jefferson 8,824,416 7,590,389 Teton 16,178,032 14,750,516
Judith Basin 9,504,561 8,896,023 Toole 26,687,372 25,172,285
Lake 26,401,108 20,304,772 Treasure 3,653,626 3,481,245
Lewls & Clark 53,575,246 41,831,485 Valley 20,303,536 17,781,746
Liberty 12,825,042 11,912,398 Wheatland 5,002,876 4,618,511
Lincoln 26,114,037 21,772,000 Wibaux 7,824,745 7,490,174
Madison 14,730,953 12,748,089 Yellowstone 175,236,181 132,566,351

COUNTY TOTAL 1,568,228,032 1,343,440,761

/)
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Approved by Committee
on Taxation

SENATE BILL NO. 142
INTRODUCED BY FABREGAs ROSKIEy RAMIREZs HEMSTAD,
KEYSERs NORDTVEDTe MODOREs MARKSy HURWITZs ELLEISON
THOFTy TURNAGEs SIVERTSENs LUNDs IVERSONe STOBIEs
KOLSTADy NATHEs PORTERe MEYER» ELLISe SCHULTZ.
ERNSTe GOODOVERe RASMUSSENy JOHNSTONy FAGGe LOWEs
HAGERs CURTISSe JENSENe VINGERe SEIFERTs BURNETTe
WYRICKs HAYNEs KROPPs UNDERDALe GALT» O*HARA»
AKLESTADy MNELSONy OLSONs Ee SMITHe SPILKER

LENSINKy STORYy HARRINGTONs HUENNEKENS

A BILL FOR AN ACT ENTITLED: "AN ACT TO t8RER-FHE~~FAK--RAFE
BH--HBSF--RESFOENTF I ALy —INBUSTREAL y—AND-COMMEREIAL-PREPERYYY
AMENEEING-SEEFIONS-15-6-112v——-215-6-116y~~ANB--315-6—229r--MERY
REPEALING—-SEEFIBN—-15-F~121v——~MEAL -~ ANB--PROVIBING~-FBR
APPLECABILIFY-AND- AN~ FMMEBEAFE—EFFECFIVE-—DAFE LIMIY _YHE
JAXABLE  NALUE _ON _ BOSY  RESIDENYIALs JINDUSTRIALe _AND
COMMERCIAL PROPERYY ¥Q 5% OF _IIS TRUE MARKEYT _VALUEZ _AND
BROVIDING AN EFFECTIVE DATE."
Refer to Introduced Bill
(5trike everything after the enacting clause and insert:)

HEW_SECTION. Section 1l Limitation on taxable wvalue.
(1) The taxable value as determined under the provisions of
15-8-111 of property in 15-6-112, 15-6—-1160 and

15-6-119{1)(2) wmay not exceed 5% of its true =market wvalue.

v W N

o

58 0142702

€2) *True market value®™ means the most current value
at which property would change hands between a willing buyer
and & Wwilling sellery neither being under any compulsion to
buy or sell and both having reasonable knowledge of relevant
facts.

Section 2. Effaective date. This act Is effective on
passage and approval and applies to taxable years beginning
after December 3is 1978,

-End-~

-2- SR 142

SECOND READLING
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SENATE BILL NCs 142
INTRODUCED BY FABREGAs ROSKIEs RAMIREZs HEMSTADy
KEYSERy NORDTVEDTy MOOREes MARKSy HURWITZI, ELLISON.
THOFTe TURNAGEs SIVERTSENs LUNDs 1IVERSONs STOBIE,
KOLSTADs NATHEs PURTERe MEYERs ELLISe SCHULTZ,
ERNSTe GOUDOVERs RASHUSSENe JDHNS?ON* FAGGy LOWE,
HAGERs CURTISSey JENSENe VINGERe SEIFERTs BURNETY,
WYRICKy HAYNEs KROPPs UNDERDALwy GALTs O"HARAs
AKLESTADy NELSONe OLSONe Ee SMITHe SPILKER
LENSINKe STORYs HARRINGTONy HUENNEKENS

A BILL FOR AN ACY ENTITLED: *"AN ACT TO LOWER-FHE--FAX--RAFE
BHN-—MBS5F--RESTIDENTEALy—~ ENDUSFRIALy-AND-ECOMMEREFAL-PREPERFYY
AMENBEING-SEEFIONS-15-6-112v~-15-6-126v~—AND--25-6-119y--MEAL
REPEALING——-SEEFIBN-—-15-F~k2kv~~—MEAT~—~AND--PROVIDING—-FBR
APPEICEABIEIFF-AND-AN—FMMEOSATE—EFFECTIVE--BATE LIMIY _IHE
IAXABLE VALUE _ ON MOST RESIDENTIAL. _INOUSTRXALs _AND
LCOMMERCIAL PROPERTY JO 53 OF JIS JRUE MABKEY _WALUE: ANG
PROVIOING AN EFFECTIVE DAJE."
Refer to Introduced Bil)
(Strike everything after the enacting clause and insert:)

NEW SELTIONe Section le Limitation on taxable valuae
{1) The taxable value as determined under the provisions of
15-8-111 of property in 15-6-112y 15-6-1161 and

15-6-119{1) (a) may not exceed 5% of its true wmarket valuee.

&

- O W
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{2) "True market value” means the most current value
at which property would change hands between 2 willing buvyer
and a willing seltery neither being under any compulsion to
buy or sell and both having reasonable knowledge of relevant
factse

Section 2. Effective date. This act Is effective on
passage and approval and applies to taxable years beginning
after De;e-ber 31e 1978,

~End-

-2- SB 142
THIRD READING
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SENATE BILL NO. 142

INTRODUCED BY FABREGAy ROSKIEs RAMIREZy MHEMSTAD,
KEYSERe MORDTVEDTs MOOREs MARKSs HURWITZy ELLISON,
THOFTy TURNAGEs SIVERTSENe LUNDy IVERSONs STOSIE.

KOLSTADy MATHEe PORTERy MEYERy ELLISe SCHULTI.
ERNST+ GDODOVERs RASMUSSENs JOHNSTONs FAGGe LOWE,
HAGERs CURTISSs JENSENe VINGERy SEIFERTs BURNETT,

WYRICKy HAYMEy KROPPs UNDERDALs GALTs O'HARAs

AKLESTADes NELSONs OLSONe Ee SMITHe SPILKER»

LENSINKy STORYs HARRINGTON» HUENNEKENS

A BILL FOR AN ACT ENTITLED: “AN ACT TO cOWER~FHE-——FAN--RAFE
ON--HE5F-—RESTOENTEAL Y~ ENDUSTRIALY-AND-COMMERE T AL-PREPERTYY
ANENDENG —SEEFEENS-25-6~212v~~25-611Ov--AND- 156~ 9y——MEAD
REPEALING——SECFEBN-——-15-F=22ty——-NEAP-—-ANE-—~PROVIDEING—-FOR
APPLIEABIEEIFY—AND~AN-—FMMEDFAFE-—EFFEEFIVE--PATE LIMIT _IHE
JAXABLE VALUE ON MOST _RESIDENTIAL. _IMDUSTRIALs. _AND
COMMERCIAL PROPERTY YO 5% OF KIS CURRENY YEAR IRUE. MARKET
YALUES AND PROVIDING AN EFFECTINE DATE."
Refer to Introduced Bill
(Strike everything after the enacting clause and inserts)

NEW SECTION. Section l. Limitation on taxable value.
{1) The taxable value as determined under the provisions of
15-8~111 of property in 15-6~112y 15-6~116e and

15-6-119(1) (a) may not exceed 5X of its true market values

D o O W W N e

SB 0142703

(2) *True market value™ wmeans the sest current YEAR
MABKET value at which property would change hands between a
wilting buyer and a willing sellery neither being under any
compulsion to buy or sell and both having reasonabie
knowledge of relevant factse

Section 2. Effective date. This act is effective on
passage and spproval and appllies to taxable ysars beginning
after December 31y 1978.

-2- SB 142
REFERENCE BILL



HOUSE OF REPRESENTATIVES
April 11, 1979

Committee on Taxation Amendments to Senate Bill No, 142,
third reading copy, as follows:

1. Title, line 18,
Following: "“ITS"
Insert: "CURRENT YEAR"

2. Page 2, line 1.
Following: “the"

Strike: "most"
Following: "current"
Insert: "year market"

AND AS AMENDED
BE CONCURRED IN
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2I0NTANA AT TIoTrsy OF REPRIESENTATIVES

W.J. FABREGA (R) HOME ADPDRESS:
REPRESENTATIVE DIST. #dd 4§12 GAIZILY DAIVE
COMMITTEES: ) GAEAT FALLS. MT. 59404

HIGHWAYS & TRANSPORTATION .

HUMAN SERVICES , a1, 107

TAXATION y e

Loverior Judzes
A5 ¢"ie? co-sporsor of Serave 311l 1h2, I an heredy regues~iig
tha Tou velo this bill in view of the information fTue® nas
surfaced since e logislature adjourned regarding *the loss of
some Z.2 millio: dollars of I:zcome to local goverume:is from
the Taxaticr of mobile homes and the addltiooal loss of revenue
S0 tne seczool Toundation mill levy aud the University mill levy.
I- is wmost usforitucate for all the property tax payers of Mootana

¥
'
s

tnis matter wzs ot peiated out by the Department of Revemue
.5 She hearings neld oo this bill, It is, therefore, with
rea’” regre® that I request “hat you veto Senate Bill 1k2, which,
n ry opinion, would have provided the property tax payers of .
Montara, as well as the Couriy and State Tax Appeal Boards, with
a formula witn which to determize an equitable application of
propertvy tax in Moutana,

s o
[
y
e

Again, I want to thank you for your persounal telephone call of
last Friday to discuss the problems that had beer brought to yeur
avterntion regarding this bill,

Very truly yours,




L
State of Hontans

THOMAS L JUDGE , May 14, 1979

GOVERNOHR

The Honorable Wiliiam Mathers
President of the Senate

State Capitol

Helena, Montana 59601

The Honorable Harold Gerke
Speaker of the House

State Capitol

Helena, Montana 59601

Dear President Mathers and Speaker Gerke:

‘In accordance with the power vested in me as Governor pursuant to
the laws and the Constitution of the State of Montana, I hereby veto
Senate Bill Nc. 142, "AN ACT TO LIMIT THE VALUE ON MOST RESIDEMTIAL,.

NDUSTRIAL, AND COMMERCIAL PROPERTY TO 5% OF ITS CURRENT YEAR TRUE
MARKET VALUE: AND PROVIDING AN EFFECTIVE DATE."

Senate Bill No. 142 was presented to the Legislature as a limitation
on preperty assessments which would have no immediate effect on local
government revenues. It now appears that there would be a 42% reduction
in revenues from mobile homes caused by the 5% limitation together with
confusion as to what the bill really means.

This Tegislation would not reduce assessments on most real property
since its taxable value is less than 5% of current value. Moreover,
taxable value will not reach this 1imit in the foreseeable future.

Thus, for most people the bill holds an empty promise of relief. How-
ever, because of the effect on mobile homes, local tax bases will be
eroded and mi1l Tevies will necessarily rise, shifting the tax burden to
other kinds of property. The tax relief implied, turns out to be a tax
increase for the majority.

The sponsor of Senate Bill No. 142, numerous legislators who voted
for it, a broad cross section of county commissioners, mayors, local
officials and school boards, have now asked for my veto. While I con-
tinue to support the concept of property tax limitation, I am convinced
that this bill is not the proper vehicle for it. It will cause immediate
dislocations in local government budgets; administrative entanglements
in revising assessments already made; and foster litigation to clarify
its effects.

For these reasons, I veto Senate Bill No. 142.
Sincerely,

o o

THOMAS L. JURGE J
Governor S

cc: Honorable Frank Murrav



