SENATE BILL 245
IN THE SENATE

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

January 25, 1979 Fiscal note reguested.
January 31,1979 Fiscal note returned.
March 22, 1979 Committee recommend bill, do

not pass as amended (majority).



46th Legislature LC 0077/01 LC 0077/01

1 BILL nu.oZZ{ 1 develaopment of new mineral sourcese The legislature further
2 INTRODUCED BY 2 finds that the owners of severed minaral interests do not
3 3 now contribute revenue to the costs of legal recognition of
4 A BILL FOR AN ACT ENTITLED: "AN ALT REQUIRING THE RECORDING & separate mineral interests or toward the general operating
5 AND ANNUAL REGISTRATION OF SEVERI'D HMINERAL INTERESTS AND 5 costs of governmente

6 PAYMENT OF A FEE YHEREFOR; PROVIDING FOR ADVERSE POSSESSION & {2) The purpose of [this act] is to identify and
7 OF UNRECORDED AND UNREGISTERED MINERAL INYERESTS; REPEALING 7 clarify the ownership of severed mineral interestss to levy
B THE TAX ON THE RIGHT OF ENTRY; AMENDING SECTIONS 15-6-101» 8 a fee on the privilege of maintaining 2 severed mineral
9 15-8-111¢ 7T0-19-411e ANO 7T0-28-109s MCAZ AND REPEALING 9 interest separate from the surface interest: and provide for
10 SECTION 15-6-102s HMCA."™ 10 a method of vestiag title to dormant and unclaimed mineral
11 11 interests in the owner of the surface which overlies the
X2 BE IT ENACTEC BY THE LEGISLATURE OF THE STATE OF MONTANA: 12 aineral interestse
13 NEW_ SECTIIONe Section le Severed wmineral interests — 13 NEM SECTI(ONe Section 2. Severed mineral! interest to
14 legislative findings and declaration of purposee (1) The 14 be recorded and registered annuallys (1)} Any instrument by
15 legislature finds that the creation of severad mineral 15 which ownership of a mineral interest is claimed by other
16 interests has been a frequent occurrence throughout the 18 than the surface owner must be recorded with the county
17 history of +this statee The legislature further finds that 17 clerk of the county in which the land overlying the severed
198 because of the increasing frequency of ¢the creation of 18 mineral interest claimed is situated.

19 severed wineral interests the ownership of severed mineral 19 {2) The owner of 2 severed wmineral interest shall pay
20 interests throughout the state is becoming more ocbscure and 20 a recording fee of $1 to the county clerk and shall
21 fractionalized with the passage of time. This obscure and 21 thereafter pay to the county clerk an annual registration
22 fractionalized ownership often wmakes It difficult te 22 fee of 5 cents an acre or fraction of acre with a wminisum
23 identify and locate the owners of severed mineral Interestss 23 annual fee of $I for each single description of contiguous
24 thus impairing the development of this state's =minera) 24 land in which a mineral interest is claimede The annual fee
25 deposits in a period of increasing demand for the 25 shall be paid on or before July 30 of each year. The annual

- - | e
- S5k X4z

INTRODUCED BILL



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

25

LC 00TT/01

fee need not be paid for the year in which the claim s
first recorded.

{3) The county <clerk shall keep a record of all fees
paid and by whom paide If the mineral interest has been
recordeds annual registration fees not paid are considered
delinquente The owner of a severed mineral interest may pay
delinguent fees at any tise. The maximsum payment required
for delinquent fees is $10 an acre for each single
description of land in which a mineral interest is claimed.

{4) The recording and annual registration fees
collected pursuant to this section must be deposited to the
credit of the general fund of the county in which they were
collectede

NEM SECTIONe Section 3e Limitation on recording and
annual registration fees. The fees for recording and annual
registration of severed mineral interests are limited to
one~half the amount required by [section 2] for a person who
qualifies for the class fifteen property classifications
except that in order to qualify under this sections the
regquirement that the property be a8 residence valued at
$359000 or less does not applye.

NEM SECTION. Section 4« County to detersine whether
to perform title searches to discover ownership of severed
mineral interests. If the county assessor determines that

the cost of conducting a title search to determine the owner
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of a3 severed wineral interest for any tract of land would
exceed the amount of fees required to be paid to the county
by thae owner of the severed mineral interests the assessor
mays with the approval of the county commissionerss decline
to conduct a title searche.

NEH SECTIDNe Section 5« Adverse possession of a
severed mineral interest. {1) Adverse possession of 2
severed wineral interest may be established by ownership of
the surface overlying the mineral interest for 5 years
continuously after July le 1979y if the owner of the severed
mineral interest has not:

(a} recorded the mineral interest pursuant to [section
23 or

{p) paid the annual registration fee pursuant to
[section 2] within the S5-year period and that fee has been
paid annually by the surface ownere.

i2) Ownership of the surface is actuals feasible-
exctusives hostiles and continuous possession of the severed
mineral interest if the severed mineral interest has not
been recorded pursuant to [section 2] or if the annual
registration fee pursuant to [section 2] has been paid by
the surface owner rather than by the owner of the severed
mineral interest.

(3) The provisions of Title 70+ chapter 19+ part 4.

apply to a claim of adverse possession of a severed minz:ral
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intereste

(4) An action for quieting title to a severed wmineral
interest may be brought under the provisions of Title 70y
chapter 26e

Section 6« Section 15-6-101.. MCay is amended to read:

"15-6-101l« Property sub ject to taxation -
classificatione (1) ATY property in this state is subject to
taxations except as provided otherwises

(2) For the purpose of taxations the taxable property
in the state shall be classified in accordance with $5-6-382
15-§-103 through 15-6-121."

Section T« Section 15-8-111s MCAs is amended to read:

®]15-8-111l. Assessment — market value standard —
exceptionse (1) A}l taxable property must be assessed at
100% of its market value except as provided in subsection
{5) of this section and in 15-7T-111 through 15-T-1l4.

{2) MHarket value is the value at which property would
change hands between a willing buyer and a willing scllers
neither being under any compulsion to buy or to sell and
both having reasonable knowledge of relevant factse

{3) The department of revenue or its agents m®may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in e¥msss-one-—-end classes seven through

eighteens For purposes of taxations assessed value is the
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same as appraised valuae

{4) The taxable walue for all property in ecltess—-one
end classes seven through eighteen is the percentage of
market value established for each class of property in
15-6—102-ond 15-6-108 through 15-6-119.

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

{a) Property in 15-6-106s under class fives is
assessed at 1003 of book value by the method established in
15-6~-106 and the gections cited thereine

{b) Properties in 15-6-123s under class twos are
assessed at 100X of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

(c} Properties tn 15-6~104+ 15-6-105¢ and 15-6~120.
under classes threes foure and nineteen are assessed at 100X
of the annual gross proceeds.

(d} Properties in 15-6-10Ty under class sixy are
assessed at 100X of the productive capacity of the lands
when valued for agricultural purposese. All lands that meet
the qualifications of 15-7-202 are valued as agricultural
Tands for tax purposese

{6} tand and the improvements thereon are separately
assassed when any of the following conditions occur:

{a) ownership of the improvements is different froa

ownership of the land;
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(b) the taxpayer makes 8 written request; or

[c} the land is outside an incorporated city or towne

{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 each class of property.™

Section Be Section T0-19-4lle MCAy i5 amended to read:

"70-19-41le Jccupancy and payment of taxes necessary
to prove adverse possessions [l1 In no case sheld may
adverse possessions possession be considered established
undor this code unless it shedi-be j5 shown that the tand
has teen occupied and claimed for a period of 5 vyear.
continuously and the party or personse their predecessorss
and grantors have during such period paid all the taxess
states countys or municipals which that have been legally

levied and assessed upon sa+d the lande.

Section 9. Section T0-28-109, MCAs is amended to read:
“70-28-109« Who bound by judgments (1) Every person
made a dafendant to such action by name and every unknown
claimant or possible claiment upon whom service has been
made by publications in accordance with Rule §¢ HeRaCivePay
and who has not appeared in such action shall be bound by

the judgment or decree entered in such actions subject to
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th2 right of any such defendants to apply for relief in any
mamner provided by the statutes applicablYe to the case of a

defaulting defendant served only by publications

Section 10 Severabiiitye If a part of this act i-
invalide all valid parts that are severable from the invalid
part remain in effecte If a part of this act is invalid in
ona or more of its applicationse the part remains in effect
in a1t wvalid applications that are severable from the
invaliog applicationse

Section 1ll. Repealer. Section 15-6-102+ MCAy is
repealed.

—End—



STATE OF MONTANA

REQUEST N0, _109-79
FISCAL NOTE

Form BD-15

In compliance with a written request received January 26 , 19 . 79_ , there is hereby submitted a Fiscal Note
for . Senate Bill 245 -- 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 Legislature upon request.

DESCRIPTION

This bill requires the recording and annual registration of severed mineral interests
and payment of a fee therefor; providing for adverse possession of unrecorded and
unregistered mineral interests; repealing the tax on the right of entry.

ASSUMPTIONS

1) No accurate data exists on severed mineral interests, so no fiscal impact can be
projected for revenues generated from the recording fee and annual registration fee.
(See Technical Note)

2) The taxable value of rights of entry will range from $1.0 M to $1.2 M for FY80 and
Fy81.

3) A rural local government levy of 150 mills.

4) A university levy of 6 mills.

FISCAL IMPACT

FY 80 FY 81

University Mill Levy (6 mills)

under current law $6,000 to $7,200 $6,000 to $7,200

under proposed law 0 0

Estimated Decrease (56,000 to §$7,200) (56,000 to §7,200)
FUND INFORMATION
University Levy

Estimated Decrease (86,000 to $7,200)  ($6,000 to $7,200)

EFFECT ON LOCAL GOVERNMENTS

The repeal of the tax on rights of entry will decrease revenues to local governments
by $150,000 to $180,000 per year for FY80 and FY81.

TECHNICAL NOTE

Although no accurate estimate can be determined for the revenues
from the fees of severed mineral interests, the revenues from
the rights of entry may provide a lower bound of the revenues
that could be anticipated from the fees on severed mineral
interests.

BUDGET DIRECTOR

PREPARED BY DEPARTMENT OF REVENUE Office of Budget and Program Planning
Date: 1,/31/'71




