SENATE BILL 222
IN THE SENATE

January 24, 1979 Introduced and referred to
Committee on Taxation.

January 29, 1979 Fiscal note requested.

February 1, 1979 Fiscal note returned.



46th Legislature LC 0610701

LC 0610/01
1 BILL Na'azgg 1 ®15-6-101. Property subject to taxation -
2 INTRODUCED BY 2 classifications (1) A1) property in this state is subject to
3 3 taxations except as provided otherwise.
4 A BILL FOR AN ACT ENTITLED: ™AN ACT TO BASE THE APPRAISAL " (2) For the purpose of taxations the taxable property
S OF BUILDINGS ON VOLUME RATHER THAN MARKET VALUE; TO PROVIDE 5 in the state shall be classified in accordance with 15-6-102
& A TAX EXENPTION FOR A PORTION OF ALL RESIODENTIAL DWELLINGS; 5 through 15-6-121 [ i Jor
T AND TO PROVIDE CREDIT TOKENS FOR RENTERS IN LIEU OF THE TaAX 7 Section 2. Section 15-6-108s MCAs is amended to read:
8 EXEMPTION; AMENDING SECTIONS 15-6-1C1s 15-6-10By 15-6-112y 8 “15-6-108. Class seven property -- description —-
9 15-6-115s 15-6~119s 15-6-121y 15-8-11ks AND 15-24-1311y MCA; g taxable percentage. {1} Class seven property includes:
10 REPEALING SECTIONS 15-6~1ll4s 15~6~1169 AND 15~7-1219 MCA; 10 {a) centrally assessed utility allocations ludi

AND PR D N IMM FFE E DATE."
11 PROVIDING AN IMHEDIATE EF-ECTIV Ee 11 bujldingss after deductions of locally assessed propertiess

12
12 except as provided in:
13 HEREA h r method of aisi buildings n
" EASs the current hod of appraising riaing ° 13 (i) class fourteen for rural tetephones; and
14 thei i isers valu
eir market value requires appraise to make alue 14 {ii) class eighteen for cooperativesj
15 judgment iy which may vary widely and produce wuneven tax N
) 15 {b} 31! other property not included in classes one
16 burdens across the state; . R
16 through six and ctasses eight through twenty;
17 WHEREASs constantly changing market values for A . .
17 {c) targe trucks and commercial trailers valued in the
19 ouildings require continued reappraisalss which are costly;
13 department of revenue's truck and commercial trailer
19 and
19 schedulee
20 WHEREAS oper tax based o arket valtue penalizes
EASs a property 2 n o € ’ 20 (2) Class seven property is taxed at 16X of its market
21 property owners for improving and maintaining their ’
21 valueas™
22 propertys . P
22 Section 3. Section 15-6-112s MCA, is amended to read:
23
23 ®15-6-112. Class eleven property -~ description --—
24 BE IT ENACTED BY THE LEGISLATURE OF THE STATE UF MONTANA:
24 taxable percentages {1} Class eleven property includes+
25 Section le« Section 15-6-101e MCA, is amended to read: .
25 te4 311 land except agricultural tand meating the
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qualification of 15-7-202¢
tB1-—oit-improvements-except-those-inctuded—in-—eiasses
fifreen—and-eighteent
tey-—sii--trarters--affived——to—-iand-ownedy-tessedy—or
under-contrect-for-purchese—by-the-traiter-ownert-and
td)--eii-mobiie-hones-excepts
t¥3-—those-held-by-a-distributor-or--dester—of--mobite
hemes-as-part-of-his-stock-in-tradei-ond
t+ii-those-included-in-elnss—Fifteen.

(2} Class eleven property is taxed at 32% H,55% of its
market wvalue or--so—-muech——of-—i24--as—is-deterained-under
15-F-12Ztv-whichever-is-tess,”

Section 4. Section 15-6-115¢ MCAsy is amended to read:

*15-6-115. Class fourteen property -- description ——
taxable percentage. (1} (lass fourteen property includes:

(a) all poless linesy transformers, transformser
stationss meterss toolss improvements {excluding buildiagsle
machinerys and other propertyy except that included in class
eighteens used and owned by personss firmsy corporationss or
other organizations that are engaged in the business of
furnishing telephone communications exclusively to rural
3reas or to rural areas and cities and towns of #00 persons
or lesse The averagje circuit miles for each station on the
telephone communications system must be more than L i/4%

miles to qualify for this classifications
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{b) toolss implementss and machinery used to repair
and maintain machinery not used for manufacturing and mining
pUrposes;

(c} electric transformers and meterss electric light
and power substation wachinerye and natural gas measuring
and regqutlating station eguipments meterss oand compressor
station machinery owned by centrally assessed public
utilities and toecls wused in the repair and maintenance of
the property included in this subsection; and

{d¢} livastocks poultryes and unprocessec¢ products of
bothe

{2) Class fourteen property is taxed at 0% of its
warket value.™

Section 5. Section 15-6-119y MCAs is amended to read:

"15~6~119« Class eighte2n property —— description --—
taxable percentage. {l) Class eighteen property includes:

tor—o-duetting-hotuse—and——the—-lot——on-—-which——itt——i=
erectedy—-owned-ond-uteupred-by-e—resident—of-the-state-who

t¥}--hes-been—honorebly-discharged-from-active-—service
rn-any-branch—of-the-armed-servicest-and

ttiy-vs--raced-1884~divshied-due—to-a-service—connected
disabttirty-by—the-United-Stoates—veteranst-administration——or
tta--successors-—in-—the--event-——of-the-veteren®s-deathy-the
dwetting-house—osnd-the-tot-on-—which——it--is—erected——shatd

remain-rn-this-clsss-os-teng-eas—the-surviving—spouse—remstns

-l -
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unmarried-and-the-owner-end-occupant-of—the-propertys

tb¥igl all property used and owned by cooperative
rural electrical and cooperative rural telephone
associations as provided in (2){a) of this section;

+e¥f{b) air pollution contr.l eguipment as defined in
this section; and

+4¥[c) new industrial property as defined in this
sectione

{2} (a) The property of al} cooperative rural
elaectrical and cooperative rural telephone associations
organized under the laws of Montana is included in this
classs 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 cogoperative
organiza’ions the property is included in class eighteens

(b} ~air pollution control equipment® means facilities
fexcapnt huildings}le machinerys oOr eguipments attached or
unattached to real propertye utilized to reduces eliminatey
controly or prevent air pollutione The department of heslth
and environmental sciences determines if such utilization is
being mades

{c} "New industrial property™ means any new industrial
planty excluding buildings but including lands baitdingsy
machineryes and fixturesy except mobile machinerys which is

used by a new industry during the first 3 years of its
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operatione The property may not have been assessed prior to
July le 1961l within the state of Montana.

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

(A} wmanufactures mills mines produces processs of
fabricate materials;

(B do similar works employing capital and labore in
which materials unserviceable in their natural state are
extractedes processeds or made fit for use or are
substantially a!éered or treated so as to create commercial
products or materials; or

(L} engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 standard
Indystrial <Classification Manual prepared by the United
States office of management and budget.

(ii) New industrial property does not include:

(A) property used by retail or wholesale merchantssy
commercial services of any types agricultures tradess or
professions;

{8} a plant that will create adverse impact on
existing statee countys or municipal services; or

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

longere.
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{(d) *®New industry® means ~nry persons corporations
firme partnershipe Associations or other group that
establishes a new 9lant or plants in Hontana for the
operation of a new industrial endeavore as distinguished
from a wmere expansions reorganizations or werger of an
extsting industry or industriese

{3) The department of revenue shall promulgate rules
for the determination of what constitutes an adverse impacte
taking into consideration the nuaber of psople to be
employed and the size of the cosmunity in which the location
is contemplateds Any persons fisrme or other group seeking to
qualify its property for inclusion in this class shall aake
application to the department in such a manémer and fore as
the department requires. Once the dJdepartment has made an
initial determination that the industrial facility gualifies
as new industrial propertys the department shall thens upon
proper notices hold a4 hearing to determine if the new
industrial classification should be reatained by the
propertyes The local taxing authority may appear at the
hearing and wmay walive its objection to retention of this
classification if the industry aygraees to the prepaysent of
taxes sufficient to satisfy tax requirements created by the
location and construction of the facility during the
construction periode WHhen a prepayment of taxes is reguireds

the maximum amount of prepayment shall be the amount of tax
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the industry would have paid without the application of the
class seven percentage to such propertye

{4y If a major new industrial facility qgualifies under
class eighteens the reduction of its yeariy payment of
property taxes for reimbursement of its prepaid taxes as
provided for in 15-16-201 does not begin until the class
eijhteen qualification expires.

{5) Class eighteen property shall be taxed at 2.3% of
its market value ory——in-—the-case-of-property-ctosstfied
snder—{iftot—-of-—thvrs-—sectiony-—-—so——much--of——2vd¥-——-a9--+s
determined-under—i5—-F-i2iv-—whichever-+s—tess.”

Section 6« Section 15-6-121is MCAs is amended to read:

"i5-6-121. <f€lass twenty property -—- description --
taxabte percentagee. (1} There is a class of property which
includes a pickup campers travel trailers including a fifth
wheel trailersy or wmotor home which s owned by and is
actually used primarily by a person 69 years of ajge or older
who is retired from full employment and whose total incos
wach year from 211 sources does not exceed the—income
timitations-see-in-class-fifteen-~for—-o--sirng¥e--merson——or
marrired--coapiev—whichever—is—applieable 37,000 for a sipngle
p2rson or $E8+000 for a married couplee

(2} A person who applies for this classification must
file on-affrdavit a3 _signed statement witih the department of

revenuc as—to-Ats-incomey-as——set—forth--n——cinss——Ffrferven
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criminal offense of false swearinge

{3) This «class of property is taxed at 6% of market
vatue.”

Section T« Section 15-8-1llls MLAsy is amended to read:

*15-8-111« Assessment -- market value standard --
exceptionse (1} A1l taxable proaperty must be assessed at
1002 of its market value except as provided in subsection
(5) of this sections end in 15-7-111 through 15-T-114s__and
in [section 93.

{2; Market value is the value at which property would
change hands between a willing buyer and a willing sellers
neither being under any coapulsion to buy or to sell and
both having reasonable knowledge of relevant factse.

{3) The department of revenue or its agents may not
adopt @ lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in class one and classes seven through
eighteens. For purposes of taxations assessed value is the
same as appraised valuee

(4) The taxable value for all property in <class one
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and classes seven through eighteen is the percentage of
market value established for each class of oproperty in
15-6-102 and 15-6-~108 through 15-6-119

{5) The assessed wvalue of properties in 15-6-103
through 15-6-107 and 15~6~120 is as follows:

{a) Property in 15-6-106s wunder class fives is
assessed at 100X of book value by the method established in
15-6~106 and the sections cited thereine

(b} Properties in 15-6-103¢ wunder class twos are
assessed at 100X Qf the annual net proceeds after deducting
the expenses specified and atlowed by 15-23-503.

(c} Properties in 15-6~104s 15-6-105y and 15-6-120,
under classes threey foury and nineteen are assessed at 100%
of the annual gross proceeds.

(d) Properties in 15-6-107T¢ under class sixe are
assessed at 100X of the productive capacity of the lands
when valued for agricultural purposess All lands that meet
the qualifications of 15-7~202 are valued as agricultural
lands for tax purposese

{6} Land and the improvements thercon are separately
assessed when any of the following conditions occur:

(3} ownership of the g-grcvements is different from
ownarship of the land;

(b} the taxpayer makes a written request; or

{c}. the 1land is outside an incorporated city or towne

SR 23
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{7} The taxable value of all property in <classes two
through six is the percentage of assessed value established
in 15-6-103 through 15-6-107 for edch class of propertye

18) _Property jo [section ). under class twenty-onus
is_oassessed 0f its volumes The taxable wolue of the praperty
is___the __percentage _of __assessed walue  determined Dy
in Lsection 2)." '

Section 8. Section 15-24-1311ly MCAy is awmended to
read:

®15-24-1312« Remodeling of homesy buildingsy or
structures -—— assessment provisionse (1) Remocdeling of
existing buildings or structures shall receive tax benefits
n-—}iev——of--these——provided —under—-315-6-134y during the
construction period and for the following 5 years in
accordance with the following schedulee. These percentages
shall be applied to any increase in taxable value caused by

the remodeling:

Construction period 0%
First year following construction 203
Second year following construction 40Z
Third year following construction 60X
Fourth year following construction 840Xk
Fifth year following construction 100%
Following years 100X
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(2) If an existing homes buildings or structure is not
remodeled as defined in  this chapter within the 10 years
following passage of this actes a 5% increase shall be added
to its taxable value each year that the owner fails to
remodel to a wmaximum of 50%. After a homes buildinge or
structure has been remodeleds the provisions of this section
shall be considered to be started again with the beginning
of a new l0-year periode

(3} The governing body shall waive the provisions of
this section unless it can be demonstrated that lack of
regular maintenance over a period of time has failed to
maintain the value of the property and that depreciation has
taken place to lower the value of the property wmore than
2 1/2%."

MEW SECTIONa Section 9« Llass twenty-one property —-
description — taxable percentage. (1) There is a class of
property that includes all buildingse

(2) Class twenty-one property is taxed at the rat
established under (3)e.

{3} The department shall divide the total taxable
value of all buildings in the state on January ls 1979 and
divide it by the total volume of all buildings in the state
on January ls 1980« The resulting valuc is the tax rates

HEW _SECTIONs Section 1l0e Appraising buildingse (1} A

building is appreised on its volume in cubic feet.

_12-
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{2) The volume is determined by the product of the
building®'s internal measurementss including all enclosed
arease

NEW _SECTIONe Section 1l. Portion of each residential
building exempte. A portion of eech Luilding used for human
habitation is exempt from property taxation as follows:

(1) 75 cubic feet for each person occupying a
residential dwelling for a2t least 10 months of the year;

{2) an additional 75 cubic feet for each person over
65 years old occupying a residential dwelling for at Jleast
10 months of the yeare

NEW SECTIQNe Section 12« Credit to renter -- use in
paying property taxese {1) Any person who has lived in a
residential rental unit or leased a residential! building for
at least 10 wmonths of the previous year may apply in
December of that year to the county treasurer of the county
in which the rental unit is located for a credit tokens

({2) The county treasurer shall issue the credit token
for the amount that the exemption allowed for the renter®s
occupancy reduced the property owner®s taxe The amount is
czlculated as followse The treasurer:

{a) divides 75 cubic feet by the appraised wvolume of
the unit or buildingi and

tb) wmuitiplies the amount in {(a) by the total property

tax due on the rental unit that yeare.
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(3) Parents may complete applications for credit
tokens for minors residing in rental units or Jleased
dwellingse

(4#) A tenant may present and the landlord shall accept
the credit token in place of that amount of rent or lerase
payments due on the rental unit or leased buildinga

{5} The owner may present these credit tokens to the
county treasurer as partial payment for property taxes duee

Section 13« Repealere S5ections 15-6~1i%y 15-6-116¢ and
15~7-121+« MCAy are repealeds

Section l4es Severability. If a part of this act is
invalide 311 valid parts that are severable from the invalid
part remain in effects 1If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in all valid applications that are severable froa the
invalid applicationse

Section 15. Effective date. This act is effective on
passage and approval and applies to taxable years beginning
after December 31 1978e

~End-
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STATE OF MONTANA
REQUEST NO. _160-79
FISCAL NOTE

Form BD-15

In compliance with a written request received .. _January 29 19 79.. , there is hereby submitted a Fiscal Note

for .. Senate Bill 222 = sirsuant 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 Budyet and Program Planning, to members
of the Legislature upon request.

DESCRIPTION

This proposed bill is an act to base the appralsal of buildings on volume rather than
market value; to provide a tax exemption for a portion of all residential dwellings; and
to provide credit tokens for renters in lieu of the tax exemption; and provides an

an effective date.

ASSUMPTTONS

There are no data available to estimate the fiscal impact of this proposal. It is felt
that there would be substantial one-time costs in determining the volume of each
building in the state by January 1, 1980.

TECENICAL NOTE

The effective date of this proposal should be changed to December 31, 1979, because
section 9 paragraph 3 requires the volume to be computed on January 1, 1980. Otherwise
there is uncertalunty as to how buildings should be taxed in 1979. :

PREPARED BY DEPARTMENT OF REVENUE

Rotod o Fu tin
B

BUDGET DIRECTOR
Office of Budget and Program Plannfng

Date: _%%7_2_______




