SENATE BILL 438

IN THE SENATE

February 10, 1979 Introduced and referred to
Committee on -Texation.
February 13, 1979 Fiscal note requested.
February 19, 1979 Fiscal note returned.
March 17, 1979 Committee recommend bill,

do not pass.



46th Legislature

2

i

i1

12

13

14

]

17

13

19

20

21

LC 31765701

EINTRUDUCED BY hd
Comrver 7
A BILL FOR AN ACT ENTITLED: *iN  ACTYT TO REVISE LOCAL
GOVERNMENT FINANCE BY FREEZING THE APPRAISED VALUE OF MOSY
LAND ANRD IMPROVEMENTS AT THEIR VALUE AS SHOWN ON TAX RULLS
0N JANUARY 1s 19775 REPEALING THE REQUIREMENTY THAT PROCPERTY
BE REAPPRAISED; DEFINING MARKET VALUE FOR MOST LAND AND
IMPROVEMENTS; ALLOWEING LOCAL GOVERNING BODIES TO EXCEED
STATUTORY MILL LEVIES IN CERTAIN CASES; AMENDING SECTIONS
T-6—-2501+ T-6-44529 15-6—112s 15-6-116s 15-6-119y 15-7-101y
15-7-103¢ AND 15-8-111,y MCA3 AND REPEALING SECTIONS 15-7-111

THRCJGH 15-7T-114s 15-T-1219 AND 15-7-122y MCA."

35 IT ENACTED BY THE LEGISLATURE OF THt STATE OF MONTANA:
Section le Section 15-6-112+ MCAy is amended to read:
"15-6-112« Class eleven property -- description —-

taxable percentajes (1) Class eleven property includes:

{a} 31) land except agricultural 3and meeting th>
qualification of 15-7-20Z;

{0} all improvements excogpt those included in classeas
fifteen and eighteen;

{c} all trailers affixed to land owneds leasedsy or
under contract for purchase by the trailer owner; ond

{d} all mobile homes except:
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{i}) those held by a distributor or dealer of mobile
homes as part of his stock~in—-trade; and

{ii) those included ¥In class fifteene

{2) Class eleven property is taxed at 12% of its
market value er--soe——much--of--i28--as-is-deternined-under
1+5-F-i2tv-whichever-ira-ess.™

Section 2. Section 15-6-116s MCAsy is amended to read:

®15-6~3116. C(lass fifteen property -- description --

- taxable percentagee. {1) Class fifteen property includes so

much of the w@market wvalue of any improvement on real
propertys 8 trailer affixed to tande or wmobile home and
appurtenant land not exceeding 5 acres as does not exceed
$35¢000+ when such dwelling and land are owned or under
contract for cGeed and are actually occupied for at least 10
montins per year as the primary residential dwelling of:

(e} 4o widow or widower 62 years of age or older who
qualifies under the income limitations of (c)} of this
subsectiong

(b} 3 widow or widower of any age with dependent
chiliren who qualifies under the income limitations of (c)
of this subsection; or

fc) 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 38,000 for a

i RS
T 4£‘
IS

married couplte.
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{2) {a) A person applying for classification of
proocerty under this class must make an  affidavit to th-
department of revenue on 2 form providad by the department
dithout cost as to:

(i) his incomes if applicible;

(ii} his retirement benefitse if applicahle;

(iii} his marital statusy if applicable;

(iv) the fact that he saintins the lanoa and
improvements as his primary residential dwellings; anc

{v) such other information as is relevant to tho
applicant®s eligibility.

(b} This application must be made before March 1 of
the year after the applicant becomes eligible under this
cltassificatione.

{c) For the purpose of the affidavit required for
classification of property wundar this ctassy it shall be
sufficient if the applicant signs a statement cwearing to or
affirming the correctness of the information supplicds
whether or not the stitement is sigyned before s person
authorized to administer oathse and mails the application
and statement to the department of revenue. This signed
statement shall be treated as o stitement wunder o3th or
eguivalent affirmation for the purposes of &5-7-202,
retating to the criminal offense of false swearinne

(3) Class fifteen property is taxed at 6% of its

-3

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

25

LC 1765,01

market value eor--so—-—mueh--o0f—-6f-—as-—is-deterained-under
15~F-32lv—whichever—is-}tess.”

Section 3s Section 15-6-119%¢ MCAy is amended to read:

*15-6-119s Ciass eighteen property -- description —-
taxable percentage. (1) Class eighteen property includes:

{a) a dwelling house and the 1ot on which it is
erecteds owned and occupied by a resident of the state who:!

{i} has becn honorably discharged from active service
in any branch of the armed services; and

(if) is rated 100X disabled due to a service-connected
disability by the United States veterans® administration or
its successor. In the event of the veteran®s deaths the
dwelling house and the lot on which it is erected shall
remain in this class as long as the surviving spouse romains
unmarried and the owner and occupant of the property.

{b} all property wused 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
section3 and

{d) new industrial property as defined in this
sectione

{2) {a) The property of all cooperative rural
electrical and cooperative rural! telephone associations

orjani ¢ed under the laws of Montana is included in this

-y



12
1l
12
13
14
15
16
i7

19

23

4

25

LC 1765,01

classe 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 eightecn.

{b) ™Air pollution controt equipment™ means
Facititiess machinerys or equipments attachers or unattached
to real propertyy utilized to reduces eliminates controls or
prevent air pollutions. The department of health and
environmental sciences determines if such utilization is
being madees

{c} “New industrial property®™ means any new industrial
plants including lande buildingss machinerys and fixturess
except wmobile machinerye which is used by 3 new industry
during the first 3 years of its operations. The property may
not have been assessed prior to July le 1961l within the
state of Montanae

(i) New industrial property is limited to industries
thats

{A} manufacturey m=milly mines produces processy oOr
fabricate materials;

{9} do similar worke employing capital and 1labore in
which materials unserviceable in their natural state are
oxtracteds processeds or made fit for use or are
substantially altered or treated so as to create comsercial

products or materials; or
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{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.

(ii) Mew industrial property does not include:

(A} property used by retail or wholesale merchants,

commercial services of any types agricultures tradess or

-professions;

{B}) a plant that will create adverse impact on
existing states countyy or municipal services; or

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

(d) ®New industry®™ means any persons corporations
firme opartnerships associations or other Jroup that
estavlishes o new plant or plante in  Montana for the
operation of a naew industrial endeavore as distinguished
from a2 mere expansions reorqanizations or merger of an
existing industry or industriese

(3) The department of revenue shall promulgate rules
for the determination of what constitutes an adverse impacts
taking into consideration the number of people to be
empltoyed and the size of the community in which the location

is contemplatede Any persons firms or other group seeking to

-G
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qualify its property for inclusion in this class shall make
application to the department in sucn a manmmer and form as
the department requiress Once the departsent has asde  an
initial determination that the industrial facility gualifies
as naw industrial propertys the department shall thens upon
proper notices hold a hearing to determine if the new
industriat classification should he retained by the
property. The local taxing authority wmay appear at the
hearing and 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 the
construction periode When a prepayment of taxes is requireds
the maximum amount of prepaysent shall be the aaount'of tax
the industry would have paid without the application of the
class seven percentage to such propertys

{4) If a major new industrial facility qualities under
class eighteens the reduction of its yearly payment of
property taxes for reimbursement of its prepaid taxes as
provided for ia 15-16-201 does not beqin until the class
eighteen qualification expirese.

(5) Class eighteen property shall be taxed at 2.3% of
its market walue eory--in--the-case-of-property-ctassifind
ander—{itor—of-—this——sectiony-—so-—-such-—of-—2v8t--ns-—is

determined-under—315-3-12iy-whichever-+s-teas.”
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Section &4« Section 15-T7-10ls HCAs is amended to read:

*15-7T-101. Classification and appraisal -- duties of
the deportment of revenues (1) It is the duty of the
departaent of revenue to accomplish the following:

{a) the classification of all taxable lands;

{5) the appraisal of 811 taxable city and town lots;

{c) the appraisal of all taxable rural and urban
improvementse

{2} A record thereof must be kept wapon such mapse
platse oand forms and entered in such books of record as may
be prescribed by the departmente Such mapss platse formse
and books of record shall be official records of the statees
A certified copy of all such records as may be desired shall
be furnished to the departmente.

(3) It shall be the duty of the department to maintain
current the classification of all taxable lands and
appraisal of city and town Jlots ond rural and urban
improvementsy gxcepl as provided for-—herein jp__subsegti. .
18)e

14) _Assessors may pot reappraise land and improvegents
£0__gxisteoce op fthe effective date of this act] uniess
there is_a substaotia) change ig _ibeir  physical
characteristics of usee”™

Section Se Section 15-7-103, MCAs is awended to read:

wi5-7-1032, (Classification and 3ppraisal -—- general and

-
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uniform methodse (1} It is the duty of the department of
revenue to implement the provisions of 15-7-101 through
15-7-133 by providing:

tay—~for-a-gseneral-and-untform -method--of--ectossifying
tands—--in-the-steate—for-the-purpose—of-securing-an—equitoble
and-uniform-basis-of-sssessment-of-snid-tands—-for-—-toxetion
purposest

tb¥fa) for a general and uniform method of appraising
city and town lots created after Januacy 1. 19773

tetih} for a general and uniform method of appraising
rural and urban improvements byilt after Japuary ls 1371;

td¥1c) for a general and uniform method of appraising
timberliandsae

{2) A1l lands shall be classified according to their
us: or uses and graded within each class according to soil
and productive capacitye In such classification worke use
shall be made of soil surveys and maps and all other
certinant available informatione

{3) A1l lands must be classified by 40-acre tracts or
fractional lotse

{4 A1l agricultural lands wmust he classified and
appr2ised as agricultural lands without regard to the best
and highest value use of adjacent or nelghboring landse.

L5)__Ihe apuraised yalue of land and improvemenis shown
oo the oassessment rolls op _Japvary ls 1277s _shall te

-g-
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Section 6. Section 15-8-11ls MCAs is amended to read:

%15-8-1lle Assessment — market value standard -~
exceptions. {1} All taxable property must be assessed at
1002 of its warket value except as provided in subsection
{5) of this section sad-+n-15-F-itit-through-15-F-114.

{2) Market value is the value at which property would
change hands between a willing buyer and a willing sellery
neither being under any compulsion to buy or to sell and
boeth having reasonable knowledge of retevant factse JThe
market vajue of lapd aod improvementss except those listed
ip 15-1-103{5)s s their appraised waluc as shown on the tax
assessmeot rolls on Jdanuary ls 1971s

{3} The department of revenue or its agents may not
adopt a lower or different standard of value from ®market
value in making the official assessment and appraisal of the

walun of property in <lass one and classes seven through

-10- -- X
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eighteens For purposes of taxations assessed value is the
same as appraised value.

{4) The taxable value for 31! property in class one
and classes sevon through eigliteen is the percentage of
market value established for each class of property in
15-6-102 and 15-6~108 through 15-6-119.

{5) The assessed wvalue of properties in I5-6-1023
through 15-6-107 and 15-6-120 is as follows:

{3} Property in 15-6-106+ under class fives is
assessed at 100X of book value by the method established in
15-6-106 and the sections cited therein.

{b} Properties in 15-6-103s under class twoe are
assessed at 100X of the annual net proceeds after deducting
the expenses speciflied and allowed by 15-23-503. )

(c) Properties in 15-6~104y 15-6~105¢ and 15~6-120s
under classaes threes fours and nineteen are assessed at 100%
of the annual Jross proceedse.

{d} Properties in 15-6-10T¢ under <class Sixy are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposes. A1)l lands that meet
the qualifications of 15-T-202 are voalued as agricultural
lands for tax purposes.

{6}y Land and the improvements therecon are separately
assessed when any of the following conditions occur?

{3) ownership of the improvewents is different from
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ownership of the land;

(b} the taxpayer makes a written request; or

{c) the land is outside an incorporated city or towne

(7} The taxab.e value of al) 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 propertye”

Section 7« Section 7-6-2501y MCAs is amended to road:

‘7-642501. Authorization for county wmill levy ==
authority to excegde (i} The board of county commissioners
has jurisdiction and powers under such limitations and
reservations as are prescribded by Jaws to levy such tax
annually on the taxable property of the county for county
purposes as may be necessary to defray the current expenses
thereofs including the salaries otherwise unprovided fors
not exceeding 27 wmills on each dollar of the taxable
vatuation for any one year for counties of the fourths
fifthe sixths and seventh classes and 25 mills on each
doltar of the taxable valuation for any one year fc
counties of the firsty secondy and third classes and to levy
such taxes as are required to be levied by special or 1local

statutess

14) The board of coupty commissiopers may levy mills
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{b) _fund programs or costs created by state or federal
law_enacted aftes [the effective date of this actla™

Section B« Section T-6-44524 M{ Ay is amended to read:

"T-6-4452+ Maximum all-purpose mill levy —— authority
to _exceeds [1) Except as provided elsewheres the cities and
towns of the state of Montana wmay make an all-purpose annual
levy upon the taxablie wvalue of 3all the property in the
cities and towns subject to taxation for municipal purposes
in lieu of the multiple levies now authorized by statute.
The total of the all-purpose levy may not exceed 65 mills on

the dollare

Section 9« Repealers Sections 15-7-111 through
15-T-114y 15-7-121¢ and 15-7T-122¢ MCAs are repealedes

-End-

-13~




STATE OF MONTANA
REQUEST NO. _324-79

FISCAL NOTE
Form BD-15

in compliance with a written request received . February 13 . ., 19 _79__, there is hereby submitted a Fiscal Note
for _Senate Bill 438
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,

———- pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

DESCRIPTION

This proposed bill revises local government finance by freezing the appraised value of
most land and improvements at their value as shown on tax rolls on January 1, 1977; re-
pealing the requirement that property be reappraised; defining market value for most

land and improvements; allowing local governing bodies to exceed statutory mill levies

in certain cases.

FISCAL IMPACT

It is somewhat difficult to quantify the fiscal impact of this proposal. There will
be no impact in FY 80 because of the effective date. 1In FY 81 several things will
happen. There will be a possibility of increased costs to local assessors' offices
because all the property tax rolls will have to be changed back to January 1, 1977
values. In the long run there could, however, be savings. There would no longer be
appraisal cycles so some appraisers would be unnecessary. All new property and pro-
perty that changes must still be appraised.

From a revenue standpoint there will be some shifts among counties in the school
equalization program. Cities and counties should have no troubles raising revenues
because the statuatory mill levy limits are, in effect, eased. Some special funds with
limits that are near the limit currently may run into trouble when the values are

taken back to 1977 values.

TECHNICAL NOTE

In section 8, paragraph 2 (a), line 15, page 13, should change "county" to "city or
town" in order to be consistent with the rest of the section.

é—lwﬂ oL, r?»\w..-\‘&g\

(Prepared by the Department of Revenue) BUDGET DIRECTOR D

Office of Budget and beéram Planning
. L
Date: t‘, pld 7,/ 4




