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SENATE BILL 438 

IN THE SENATE 

Introduced and referred to 
Committee on~Taxation. 

Fiscal note requested. 

Fiscal note returned. 

Committee recommend bill, 
do not pass. 
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A BILL FOR AN ACT ~NTITLEO: •AN ACT TO REVISE LOCAL 

GOV~RNMENT FINANCE BY FREEZING THE APP~AISED VALUE Of MOST 

LA;~O AND lr1Ptl011EMENTS AT THEIR VAlUE AS SH!JW"' ON TAX ROLlS 

O~l JA'IUARY 1, 1977; REPEALING THE REQUIRFMEro!T THAT PRD 0 ERTY 

BE REAPPRAISED; DEFINING MARKET VALUE FOR HOST LAND AND 

IMPROVEMENTS; ALLOWING LOCAL GOVERNING BODIES TO EXCEED 

STATUTORY MILL LEVIES IN CERTAIN CASES; AMENDING SECTION~ 

7-6-2501. 7-6-4452, 15-6-112• 15-6-116. 15-b-119. 15-7-101, 

15-7-103o AND 15-8-111o HCAi AND REPEALING SECTIONS 15-l-111 

THRGJGH 15-7-114, 15-7-121, AND 15-7-122o MCAe• 

d~ If ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA! 

Section 1. Section 15-6-11Zo ~CA, is a~nded to read: 

"15-6-112. Class eleven property description 

taxab1a ~ercenta~·· (1) Class eleven prop~rty includes: 

(a} all land except agricultural land •eeting th·' 

~udlific3tion of 15-7-2D2; 

I b) all improvements exce~t those jncluderl in cliiSses 

fifteen and eighteen~ 

(c) all trailers affixed to lana owned, leased, or 

unjer contract for purchase by the trailer owner; dnd 

(d) all mobile ho•es except: 
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(i) those held by a distributor or dealer of •obile 

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

(ii) those included in class fifteen. 

(2) Class eleven property Is taxed at 12' of its 

market value er--~e--~eh--&f--·~---e~+~-~e~ed-u"~~ 

t~-~-i~ly-wh+~ever-+~-~e~.· 

Section 2. s~ction 15-b-llbo ~CAo is aeended to read: 

•15-6-116. Class fifteen property -- description 

taxable ~ercentage. (1) Class fifteen property Includes so 

.uch of the market value of any i•proveeent on real 

property, a trailer affixed to lando or •obile hoee and 

appurtenant land not exceeding 5 acres as does not exceed 

S35w000w when such dwelling and land are owned or under 

contract for oeed and are actually occupied for at least 10 

~onths per year as the primary residential dwelling of: 

(a) a widow or widower 62 years of aye or older who 

qualifies under the income 1i •itations of (c) of this 

subsection; 

(b) "' wi do" or widower of any age with dependent 

chi loren "ho qualifies under thP. inco~e liaitations of (c) 

of tt~i~ ~ubsection; or 

(c) a recipient or recipients of retire•ent or 

disability benefits whose total incoac from all sources Is 

not ~orP than ~7.000 for a ~ingle ~arson or ~8,000 for a 

married couple. 
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(Z) (a) A person applying for classificativn of 

;->roo.:>rty under this cl as!iO must ooak~ an ,,ff i d 3V It to th·' 

uepart~~ent of r<'venu« on a for11 provided hy th<> <1epnrtm-.nt 

•ithout ~o~t as to: 

( i I his inc 011e, if "p;.> tic 1b 1 e; 

(ii) hi!iO retireDent benefitso if ap~licahle; 

(iii) his •arital status., if npplicahle; 

(iv) the fact that h~ saintJon!iO th~ lana 

i•prove..,nts as his pri•ary res.i1ential dwellings; •no 

and 

(v) such other infor•·3tion as is relevant to the' 

applicant's eligibility. 

(b) This application sust be sade before ~drch 1 of 

the year after the applicant bec01aes el iglble under this 

cldssification. 

(c) For the purpose of the affidavit rP-quired for 

classificdtion of prop~rty un<Jqr this cldSSo it shdll b~ 

sufficient if the applicant signs a st3te~Pnt ~~earinq to or 

affir11ing the correctness of the inforMation suppliedo 

'"h&ther or not tht: st,te .. ent is ~i~ned b<-fore ,, person 

authorized to adainister oaths, and mails the applicdtion 

and statesent to ~h~ depart.ent of revenue. This slgne~ 

state..ent ~hall be treated as ~ st~tement un~er oath or 

equivalPnt affirmation for the purpos~~ of 45-7-202• 

r"l at i n<J to th•• criminal offense of tal se s~e~r inn. 

(JJ Clas~ fifteen property is taxerl at hl of its 
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sarket value er--~-.eeft--o+--~--es--~$-~~-~ned-under 

~~-~-~~~-wh+ehever-~s-~e$s.• 

Section 3. Section 1S-Q-ll9o ~CAo is amended to r~ad: 

•lS-6-119. Coass eighteen property-- description 

taX3ble percentage. (1) Class eighteen property includes: 

(a) a d~ell inq house and the lot on which it is 

erectedo owned and occupied by a resident of the state who: 

(i) has been honorably discharged from active service 

in any branch of the ar11ed services; and 

(il) is rated 100~ disabled due to a service-connected 

disability by the United States veterans• administration or 

its. successor. In the event of the veteran's death. the 

dwelling house and the lot on which it is erected shall 

nuaain in this class as long as the survivino:; spouse r,,Jr..Jins 

unsarried and the owner and occupant of the property. 

(b) all property used and o~ned by cooperative rural 

electrical and cooperative rural telephone associations oS 

provided in (Z)(a) of this section; 

(c) air pollution control equip~ent as defined in this 

section; and 

(d) new industrial property ~s defined in t~is 

section. 

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

electrical and cooperative rural telephone associations 

organiLed under the laws of ~ontana is included in this 
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classo exce~t that when less than 95% of the electricity 

consumers or telclphone users within the incorporateJ 1i•its 

of a city or town are served oy the cooperative 

organizltiono the property is included in class eighteen. 

(b) •Air pollution control equip-nt• aeans 

facilities, machinery, or equipment, attachery or unattached 

to real property, utilized to reduce, eli•inate, controlo or 

prevent air pollution. The depart.ent of health and 

environ~ental sciences deter~ines if such utilization is 

bein;,~ made. 

(c) •New industrial property• aeans any new industrial 

plant, including land, buildingso •achineryo and fixtures, 

exce~t mobile aachineryo which is used by a new industry 

during the first 3 years of its operation. The prop~rty aay 

not have been assessed prior to July lo 1961, within thP 

state of ~ontana. 

(il New industrial pro~erty is limited to indu~tri~s 

that: 

(A) manufacture, sill, mineo produce, process. or 

f~bricdte materials; 

(~) do similar work• eaoloyinn capital and laboro in 

which m~terials unserviceable in their natural stat~ are 

~xtractedt processed, or ~ade fit for use or .!Jf'~ 

suost~nti~lly ~ltered or treated so as to create como~rcidl 

products or mdt~rials; or 

-'5-
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(C) engage In the •echanlcal or chelll cal 

z transfor•ation of •aterials or substances into new products 

3 in the ~anner oefined as •anufacturinq In the 1972 Standard 

.,. Industrial Classification Manual prepared by the United 

, States office of ~anaga11ent and budget. 

b (ii) New industrial property does not include: 

7 1•1 property used by retail or wholesale aerchants, 

8 co•merclal services of any typeo agriculture, trades. or 

9 -professions; 

10 {6) a plant that will create adverse iapact on 

11 existing state, countyo or •unicipal services; or 

12 (C.) property used or employed In any industrial plant 

13 that has been in operation in this state for 3 years or 

14 1 ong~r. 

1'; Cdl •New industry• 11eans any person• corporation, 

16 f i '"'' partnership, associ <lti on, or other .,jroup that 

11 es.taL)1 i she-s n~·~ plant or ~li1nt$ in Mon~an~ for the 

18 operdtion of a naw industrial endeavor. as distinguished 

19 fro• a 11ere expdnsiono reorqanizationt or aerger of an 

~D existin~ industry o~ industri~s. 

d ( 3) The J<>~.-rtment of rev~nue shall promul ')dt;, rules 

2'l for the determination of what constitutes an adverse impact, 

23 takin~ into consideration the nu11her of people to be 

~4 e~ployed and the size of the community in which the location 

2~ is conte•pl3ted. Any oersono firm, or other qroup seeking to 
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qualify its property for inclusion in this class shall eake 

application to the devartr.ent in sucn a •arvwr <'~n<1 fer,. dS 

the department requires. Once th~ oevartr.~nt hdS £~de an 

initial detereinatlon that the industrial facility qualifies 

as n~~ industrial property, the depart~~nt shall thant upon 

proper notice. hold a hearing to do:t_,r.,ine if the new 

industrial classification should he retained by the 

property. The local taxing authority eay appear at the 

~aring and aay waive Its objection to retention of this 

cl.~sification if the industry agrees to the prepay.ent of 

taxes sufficient to satisfy tax requireeents created by the 

location and construction of the facility during the 

construction period• When a prepayeent of taxes is required, 

the eaxi.ue a.ount of prepayeent shall be the aeount. of tax 

the industry would have paid without the application of the 

class seven percentage to such pro~rty. 

(~) If a eajor new industrial facility qualities under 

class eighteen, the reduction of its yearly pay~ent of 

property taxes for rei.Ourseeent of its prepaid taxes as 

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

eighteen qualification expires. 

(5) Class eighteen property shall be taxed at 2.j~ of 

its narket value ~~--+n--~he-ee~e-ef-~reper~-e+~~~~~ 

uftder-ttttet--ef--~h+~--~eet+on~--so--eaeh--of--~wa•--e~--+s 

deter~~-tS~t~ty-wft+eheyer-+~-+ess.• 
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Section~. Section 15-7-101, MCAt is amended to rPad: 

•l">-7-101. Classification and appraisal -- duties of 

tha ~epurtmcnt of revenue. (1) It is the duty of thP 

department of revenue to acco~plish the following: 

(a) the classification of all taxabl~ lands; 

(bl the appraisal of all taxable city and to~n lots; 

(c) the appraisal of all taxable rural and urban 

ieprove•ents. 

(2) A record thereof eust be kept upon such maps• 

plats. and foras and entered in such books of record as may 

be prescribed by the departeent. Such mapst plats. forms. 

and books of record shall be official records of the state. 

A certified copy of all such records as may be desired shall 

be furnished to the department. 

(3) It shall be the duty of the departaent to mi!intain 

current the classification of all taxable li!nds and 

appraisal of city and town lots and rural and urban 

ieprovencntso ~ as provided for--~+n La- subsectj 

.Lli· 

111- Assessors aax not Cedpprajse land and jmprov~ 

iO existence on [the effective date of thjs actJ unless 

~~~---a___substaotjal change 

~terjstjcs or yse.• 

in i.WUL.-~al 

Sections. Section 15-7-103, MCA• is amended to read: 

·l~-7-103. Classification anc >ppraisal -- oeneral ~nd 

-8-
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unifora methods. (1) It is the duty of the depart.ant of 

revenue to implement the provisions of 15-7-101 through 

15-7-103 by providin9: 

tet--fer-a-~enere~-~~-~"+~r.--.e~h&d--&f--e+~~~~e 

~e"ri~--+ft-~fte-stete-fcr-~he-p~~-e~-~r~g-eft-~~&+e 

~d-~+fer~-bes+s-ef-e~ses~m~-of-~a+d-+ftftd~--f&r--~•et+eft 

perpeses~ 

tbtLal for a general and unifor• aethod of appraising 

city and town lots created after Jaoyary 1. 1977; 

tetLbl for a general and unifor• .ethod of appralsinq 

rural and urban improve.ents byilt after January lt 1977; 

fdti~ for a general and unifor• ~thod of appraising 

timb.:orl.:>ndso 

(21 All lands shall be classified according to their 

us·c or uses and graded within each c 1 ass according to soil 

and ~~oductive capacity. In such classification worko use 

shall be made of soil surveys and aaps and all other 

?ertin~nt available information• 

(3) All lands .ust be classified by ~o-acre tracts or 

fr.Jctional lots. 

(4) All agricultural lands must b~ classified and 

appr~ised as agricultural lands without regard to the best 

md highest value use of adjacent or neight>orlng lands. 

ill Jhe ap>"rajsed yalye of land and ~royeeents shown 

Qil __ ~ assessment ~ on January 1. 1211& shall be 

-9-
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reentered on assessaent rolls as their appraised yalue apd 

reaajp on the tax rolls until a substantial change jo tbejr 

~d) CbaractgrjstjCS or y~e cauSe$ a rgqppraj$al of the 

property a 

f6J Land and i•prgye•ents rggujred tg be reapprqjsed 

~royjded jn subsection 141 and jmgroyeaents built after 

.oUD.IHO lo 1971o shaH be appraised on their •~rket yalye at 

~ ti•e the deqartwent or its agent appraises the 

. prooertv•• 

Section 6. Section 1~-8-lllw MCA, is amended to read: 

•15-8-111. Assessaent •arket value standard 

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

103' of its market value except as provided in subsection 

(~) of this section ~-+ft-tS-i-ttt-tft~cugh-~-~-t~. 

(21 Market value Is the value at which property would 

chan~~ hands between a willing buyar and a willing seller, 

n~ith€c oeinq under any compulsion to buy or to sell and 

both h-.v in•J reasonable know\ edge of eel evant facts. ~ 

aarkgt yalye gf land an~ iaproye•entso except those ljstgd 

lo_lS-I-103f5!o . . I$ _t~b~e~•4r~a~p~p~Lr~au·~suud~,~~~~~b2.0~~~UL~JX I e YJlue as sbowo on the tax 

.Ull~:Dl!.ULCol 1 s oo Jaoyar y l.L_lllL 

C3) The department of revenue or its agents may not 

adopt a lower or different standard of value fro• •arket 

valu~ in caking the official assess~ent anJ ap~raisal of the 

valu~ of property in class one and classes seven through 

r 
-10- 4- ·-', X' 
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eighteen. For purposes of taxation, assessed value is the 

same as appraised v~lue. 

(Itt The taxable value for ~ll property in clds~ one 

and classes seven through eighteen is the percentage of 

•arket value established for each class of property In 

1'5-6-102 and 15-6-108 through 1'5-6-119. 

(St The assessed value of properties in 1'5-6-103 

through 15-6-107 and 15-6-120 is as follows: 

(a) Property in lS-6-106, under class five. is 

assessed at lOOl of book value by the eethod established In 

15-6-106 and the sections cited therein. 

{b) Properties In lS-6-103, under class tvow are 

assessed at lOOl of the annual net proceeds after ded~ting 

the expenses specified and alloMed by 1'5-23-'503. 

(c) Properties In lS-6-lOitt 15-6-105• and 15-6-120, 

under classes three, four, and nineteen are assessed at lOOl 

of the annual ~ross proceeds. 

{dt Properties in 15-6-107, under class six, are 

assessed at lOOl of the productive capacity of the lands 

Mhen valued for agricultural purposes. All lands that &Pet 

the quallficdtions of LS-7-202 are valued as agricultural 

lands for tax purposes. 

(6) Land and the ieprove.ents ther~on are seo~rately 

assessed when dny of the following cvnJitions occur: 

(a) ownership of t~' l.prove~ents Is different froa 

-11-
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QMnership of tne land; 

(b) the taxpayer •akes a written request; or 

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

(1) The ta~ab.e value of all property in classes two 

through six Is the percentage of assessed value established 

in 15-6-103 throuqh 15-6-107 for each class of property.• 

Section 7. Section 7-6-2501, ~CA, is amended to r~dd: 

"7-6-2501. Authorization for county mill levy 

~ocit¥ to ••Geed• Ll1 The board of county commission~rs 

has jurisdiction and power, under such li•ltations and 

reservations as are prescribed by laMo to levy such tax 

annually on the taxable property of the county for county 

purposes as aay be necessary to defray the current expenses 

thereof, including the salaries otherwise unprovided for, 

not exceeding 27 •Ills on each dollar of the taxable 

valuation for any one year for counties of the fourth, 

fifthw sixth• and seventh classes and 25 mills on each 

dollar of the taxable valuation for any one yedr fc 

counties of the first, second, and third classes and to levy 

such taxes as are required to be levied by special or local 

statutes. 

" 1 The 

In __ _..,,,. 
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~ fyod programs or colt$ created by 1tate or federal 

2 ~~acted after [the effective 4ate gf this actJ•• 

3 Section B. Section 7-6-~52o KCAo is amended to read: 

4 •7-b-4452. ~axi~u~ all-purpose ~ill levy -- aytbgrity 

5 to exceed. Lll Except as provided elsewhere, the cities and 

6 towns of the stdte of ~ontana •ay •ake an all-purpose annual 

1 levy upon the taxable value of all the property in the 

8 cities and towns subject to taxation for •unlclpal purposes 

9 in lieu of the multiple levies now authorized by statute. 

10 The total of the all-purpose levy •ay not exceed 65 •Ills on 

11 the dollar. 

ll 1Zl--Jhe goyerplng bgdx aay leyy ajll$ in exce$5 gf tbe 

13 ml~~d jn sybsectjgn C1) jf the levy would ral5e an 

14 insufficient a-ouot to; 

15 1al- pay coynty eaplgyeel' salaries: gr 

16 (b) fyod prggraes or t:gsts created by· state or federal 

17 lg._enacted after (the effective date of tbjs act].• 

19 Section 9. Repealer. Sections 15-7-111 through 

19 15-7-114, 15-7-121, and 15-T-122• MCAt are repealed. 

-End-
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STATE OF MONTANA 
REQUEST NO. 324-79 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received .. I:'ebruary ~L ____ , 19 _ }.~.-- , there is hereby submitted a Fiscal Note 

for __ Sena.t.e._llill..Al!l.---------- 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 proposed bill revises local government finance by freezing the appraised value of 
most landandimprovements 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. In 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 ncar 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 . 

(Prepared by the Department of Revenue) 
£. _, ~ or. ,.~ """"") -t" 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ~ //1 /'1 <1' 
7 I 


