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HOUSE BILL NGe 92

INTROOUCED BY ASAY

BY REWUEST GF THE DEPARTMENT DF REVENUE

A 3ILL FOR AN ACT ENTITLED: "AN ACT TO PERMIT THE
DEPARTHMENT OF REVENUE TO MGDIFY THE PERCENTAGE MULTIPLIER
USED IN CUONVERTING THE MARKET VALUE OF RAILROAD PROPERTY TO
TAXAZLE VALUE IN ORDER TO ACHIEVE COMPLIANCE WITH THE
REQUIREMENTS OF THE FEDERAL RAILROAD REVITALIZATION AND
RZGULATORY REFBRM ACT; AMENDING SECTIONS 15-6-141 AND

15-23~202s MCAW™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le. Section 15-6—-141ly MCAy is amended to read:
"15-6-141ls Class eleven property =-—  description -~-

taxable percentages {1) Class eleven property includes:

{a) centrally assessed electric power companies*
allocationss;
{b} 2a@llocations for centrally assessed natural gas

companies having a major distributicn system in this state;

and
(c) centrally assessed companies® allocations except:
() electric power and naturat gas companies?®
propertys;

{ii) property owned by cocperative rural electric ana
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cooperative rural telephone associations and classified in
class fives and

{iii) property owned by crganizations providing
telephone communications to rural areas and classified in
class sevene

{2) Class eleven property is taxed as follows:

{a) Propaerty described in subsection {l}{a} and (b} is
taxed at 12% of market values

(b) Property Excepi as provided in 15-23-202s property
described in subsection (1){c) is taxed at 15% of market
valuze™

Section 2. Section 15-23-202y MCAy is amended to read:

#15-23-202. Assessment - how made .. 1) The
department wmust assess the franchises Foadways roadbedy
railse rolling stocks and all other operating properties of
all railroads operated in more than on2 county or more than
one statee. All rolling stock must be assessed in the name of
the person ownings leasings or using the samae Assessment
must be made to the person owning or leasing or wusing the
same and must be made upon the entire railroad within the
states The depotsy stationssy shopsy and buildings erected
upon the space «covered by the right-of-way and all other
property owned or leased by such persons except as above
providaeds shall be assessed by the departments

£2)__In determiping _the taxabls value of _rajilroad

->- THNTRQDUCED BILL
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nropertys _the _depactment  _may _ _dodify __the __perceptage
fultiplicer _prowided for_  in.  15-6-141__in order tu achicve
coapliance with the reguirements _of _the federal Railroad
" Bevitalization . and  Reguloatory —Reform Act. of  1975e_ 3s
anzsndeda"”

-End-

-3-
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STATE OF MONTANA
REQUEST NO. ___8-81
FISCAL NOTE

Form BD-15

In- compliance with a written request received . January 7 19 _81 | there is hereby submitted a Fiscal Note
for . House Bill 92 pursuant to 1 Title 5, Chapter 4, Part-2 of the Montana Code Annotated (MCA).
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 of Proposed Legislation

Allowing the Department of Revenue to tax railroad property at a rate no higher than
other commercial property.

Background

The U. 8. Congress passed the Railroad Revitalization and Regulatory Reform Act (4R
Act) in 1976. A section of that Act requires that railroad property be taxed at no
higher rate than other commercial property. In Montana, an aggregate value of all the
property of a given railroad is determined by a unit approach. This value is allocated
to the various taxing jurisdiction. on the basis of the number of miles of track in each.
The taxable value of such property is statutorily set at 157 (16% in 1979) of the assessed

value, Meanwhile, the property of other commercial enterprises is valued by local assessors.

The taxable value of such property is determined by the class into which it falls; classifi-
cation percentages range from 8.55% (real property and improvements) to 167 (radio and

television equipment). Thus, there is no one fixed percentage at which commercial property

is taxed.

In 1979, Burlington Northern Railroad sued the Department of Revenue, alleging that
its property in Montana was taxed at a higher rate than other commercial properties in
the state in direct violation of the 4R Act. The lawsult was ultimately settled by a
federal court order requiring the state to use a classification factor of 10.5%.

Since Montana statute requires the use of a 15% classification factor, it was used
in computing the taxable value of railroad property for 1980. Burlington Northern Rail-
road has once again brought suit alleging, among other issues, that the 15% classifica-
tion factor is too high in violation of the 4R Act,

Assumptions

1. The value of all railroad property in Montana for 1980 was $263.4 wmillion. For the
sake of illustration, it will be assumed to remain at that level for 1982 and 1983.

2. The weighted average classification percentage for commercial property as determined
by the Department of Revenue under this bill would be between 10% and 10.5%.

3. The average mill levy applied to railroad property ci;;251~b~:£z VV\ hnglLfLA

statewide is 220 mills.
BUDGET DIRECTOR

4, The state will continue to levy 6 mills for support Office of Budget and Program Planning
of the University System.

Date: i -

5. The taxable value of the state will be 2.083 billion in 1981 and 2.263 billion in
FY 1982. These translate into property tax collected.
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STATEMENT OF INTENT
HOUSE BILL 92

HOUSE COMMITTEE ON TAXATION

The intent of this bill is to allow the department to
comply with the faederal Railroad Revitalization and
Regulatory Reform Act of 1976y as amendeds This act places
restrictions on the property taxation of railroads by state
and local governmentse Basically, the tocal taxing
jurisdictions may not tax railroads at a higher tax rate
than that levied on commerctal and industrial property in
genaral {49 WUSC section 11503}. This bill provides a
mechanism to the department of revenue to adjust the
percentage multiplier for converting market value to taxable
value for railroad propertys. It is intended ;hat the
department may adjust the multipliers if npecessarys to
achieve compliance with the federal requirements.

In muking the adjustment the department may take into
account both:

{1} aiffering percentagess as provided by statutes
betwaen various classes of property; and

(2 differences 1in the determination of market value
between commercial and industrial property on one hand and
railroad property on the others, if any such differences

exists

2

3

The language chosen

department reasonable latitude

adjusting the multipliers

is
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selected to afford the

in
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Approved by Committee
on Taxation

HOUSE BILL NO. 92
INTRODUCED BY ASAY

5Y REQUEST DOF THE DEPARTMENT OF REVENUE

& ABILL FOR AN ACT ENTITLED: "AN ALT TO PERAIT THE
DEPARTMENT OF REVENUE TO MODIFY THE PERCENTAGE MULTIPLIER
USED IN CONVERTING THE MARKET VALUE OF RAILROAD PROPERTY 1O
TAXABLE VALUE IN ORDER TO ACHIEYE COMPLIANCE WITH THE
REQUIREMENTS OF THE FEDERAL RAILROAD REVITALIZATION AND
REGULATORY REFORM  ACT; AMENDING SECTIONS 15-6-141 AND

15-23-202+ MCA;_ _PROVIDING AN APPLICABILITY DATE; AND

PROVIDING AM_TMMEDIATE EFFECTIVE DATE.™

BE IT ENACTED B8Y THE LEGISLATURE OF THE SYATE OF MGONTANA:
Section le Section 15-6-141y MCAs is amended to read:
“15-6-141. Class eleven property -- description --

taxable percentages. {1) Class eleven property includes:

(3) centrally assessed electric power companies®
atlocatioens;
[§)] 1Tlocations for «centrally assessed natural gas

cempami#s  having a major distribution system tn this stata;

and
{c}) centrally assessed companies® allocations except:
(a1} slectric power and natural Qas  companies’
DF sparty;
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{ii) property owned by cooperative rural electric and
cooperative rural telephone associations and classified in
class five; and

(i1i) property cwned by organizations providing
telephone communications to rural areas and classified in
class sevena

{2} Class eleven property is taxed as follows:

{a) Property described in subsection {1){a) and (b} is
taxed at 12% of market valuee

{b} Ffroperey Except as provided in_15-23-202s property

described in subsection {1}(c) is taxed at 15% of market
value.™

Section 2. Section 15-23-202s MLCAy is amended to read:

#15-23-202« Assessment - how madee {1} The
department must assess the franchises roadways roadbed.
railsy rolling stockes and all other operating properties of
all railroads operated in more than one county or more than
one states All rolling stock must be assessed in the name of
the person ownings leasings or usSing the same. Assessment
must oe made to the person owning or leasing or using the
>ame and must pe made upon the entire railroad within the
state. The depotss stationss shopss and buildings erected
upon the space covered by the raight-of-way and all  other
oroperty owned or leased by such persons except as above

provideds shnall be assessed by the department.

I B I T

SECOND REARB N
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{2} __In__determining _the__taxable value ot railroad

propertys_ _the _departmwent _may _ modify the percentage

multiplier provided for _in__15-6-141 in_order__to _achieve

compliance with the requirements of the federal Railroadg

Revitalization and Requlatory Reform _Act of 1976» as

amended.™

SECTION 3. EFFECTIVE DATE — APPLICABILITY. FHIS ACT

1S EFFECTIVE ON_PASSAGE AND__APPROVAL __AND__APPLIES TO_ TAX

YEARS BEGINNING_AFVER DECEMBER 31, 1980.

-End-

-3~ HB 92
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STATEMENT OF INTENT
HOUSE BILL 92

HOUSE COMMITTEE ON TAXATION

The intent of this bil) is to allow the department to
comply with the federal Railroad Revitalization and
Regulatory Reform Act of 1976+ as amended. This act places
restrictions on the property taxation of railroads by state
and local governmentse Basicallye the Tocal taxing
jurisdictions may not tax railrosds at a higher tax rate
than that levied on commercial and industrial! property in
general (49 USC section 11503)s This bill provides a
mechanism to the department of revenue to adjust the
percentage multipltier for converting market value to taxable
vdlue for railroad propertye 1t is intended that the
department may adjust the wmultipliere if necessaryy to
achieve compliance with the federal requirements.

In making the adjustment the department may take into
account both:

{1} aiffering percentagess a3s provided by statutes
between various classes of property; and

(2) differences in the determination of market wvalue
between commercial and industrial property on one hand and
railroad property on the others (if any such differences

existe

2
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The language <chosen

department reasonable 1latitude

adjusting the multipliers

is
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HOUSE BILL NO. 92
INTRODUCED BY ASAY

5Y REQUEST OF THE OEPARTMENT OF REVENUE

A BILE FOR AN ACT ENTITLED: AN ACT TO PERHAIT THE
DEPARTMENT OF REVENUE TO MODIFY THE PERCENTAGE MULTIPLIER
USED IN CONVERTING THE MARKET VALUE OF RAILROAD PROPERTY TO
TAXABLE VALUE IN ORDER TD ACHIEVE COMPLIANCE WITH THE
REQUIREMENTS OF THE FEDERAL RAILROAD REVITALIZATION AND
REGULATGRY REFORM  ACT; AMENDING SECTIONS 15-6-141 AND

15-23-202y MCA;__PROVIDING _AN__APPLICABILITY DATES AND

PROUVIDING AN_IMMEDIAYE EFFECTIVE DATE."™

BE IT ENACLTED BY THE LEGISLATURE OF THE STATE OF MGNTANA:
Section l. Section 15-6-14is MCAs is amended to read:
"15-6-141e Class eleven property =~— description --

taxable percentage. (1) Class eleven property includes:

{a) centrally assessed electric power companies*
allocations;
{b} allocations For centrally assessed natural gas

companies having a major distribution system in this state;

and
{c) centrally assessed companies® allocations except:
(1) =2%ectric power and natural gas companjes'
property;
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{ii) property owned by cooperative rural electric and
cooperative rural telephone associations and classified in
class five; and

{iii} property owned by organizations providing
telephone communicaticens to rural areas and classified in
class seven.

12) Class eleven property is taxed as follows:

{a) Property described in subsection {1){a) and {b) is
taxed at 12% of market value.

{b) Property Except as provided in_15-23-202s property

described in subsection (1}{c) is taxed at 15% of market
value.™

Section 2. Section 15-23-202s MCAs is amended to read:

"15-23-202. Assessment - how made . {1} The
department must assess the franchises roadways roadbeds
railsy rolting stocks and all other operating properties of
all railroads operated in more than one county or more than
one state. A1) rolling stock must be assessed in the name of
the person owninge leasings or using the same. Assessment
must De made to the person owning or leasing or using the
same and must e made upon the entire railroad within the
state. The depotss, stationss shopss and buildings erected
upon the space covered by the right-of-way and all other
property owned or leased by such persons, except as above

provideds shall be assessed by the department.

-2- H3 92

THIRD READING
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{2)_In__determining _the_ _taxable _value _of _railroad

propertys_ _ _the department may modify _the percentage

multinlier provided for in_  15-6-141 1n__order to__achieve

compliance with_ the_ requirements of the federal Railroad

Revitalization and Requlatory Reform Act of 1976, as

amended."™

SECTION 3. EFFECTIVE DATE — APPLICABILITY. THIS ALCT

IS EFFECTIVE ON_PASSAGE AND APPROVAL _AND __APPLIES TO Tax

YEARS SEGINNING AFTER DECEMBER 31y 1980.

~End-

-3= Ha 92
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1 STATEMENT OF INTENT

2 HOUSE BILL ?2

3 HOUSE COMMITTEE ON TAXATION

4

s The intent of this bill is to allow the department to
& compty with the federal Railroad Revitalization and
T Requlatory Reform Act of 1976, as amendeds. This act pltaces
8 restrictions on the property taxation of railroads by state
9 and local governmentss Basically, the local taxing
10 jurisdictions may not tax railroads at a higher tax rate
11 than that levied on commercial and industrial property in
| ¥4 general {49 USC section 11503). This bill provides a
13 mechanism to the department of revenue to adjust the
14 percentage multipltier for converting market value to taxable
15 value for railroad property. It i35 intended that the
1& department may adjust the wmultipliere 1f necessarys to
17 achieve compliance with the federal requirementss

18 In making the adjustment the department may take into
19 account both:
20 {1} differing percentagess as provided by statutes
21 between various classes of property;: and
22 {2} differences in the determination of market value
23 between commercial and industrial property on one hand and
24 r3ilroad property on the others iif any such differences
25 existe

2

3

The 1language chosen

department reasonable latitude

adjusting the multipliere

is
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selected to afford the
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developing a method of



47th Legislature

10

11

12

13

14

15

16

17

13

19

20

21

22

23

24

25

HB 0092702

HOUSE BILL NO. 92
INTRODUCED BY ASAY

3Y REQUEST OF THE DEPARTMENT OF REVENUC

A 8ILL FOR AN ACT ENTITLED: “AN ACT 7O PERMIT THE
DEPARTMENT OF REVENUE TO MODIFY THE PERCENTAGE MULTIPLIER
USED IN CONVERTING THE MARKET VALUE OF RAILROAD PROPERTY TO
TAXABLE VALUE 1IN ORDER TO ACHIEVE COMPLIANCE WITH THE
REQUIREMENTS OF THE FEDERAL RAILROAD REVITALIZATION AND
REGULATORY REFORM ACT:; AMENDING SECTIONS 15-6-14]1 AND

15-23-202s MCA;_ PROVIDING AN _APPLICABILITY OAYE; AND

PROVIGING_AN _IMMEDIATE EFFECTIVE DATE."™

BE TT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 15-6-14ly MCAs is amended to read:
"i5-6-14l. Class eleven property -- description --

taxable percentage. {1) Class eleven property includes:

(a) centrally assessed electric power companies?
allocations;

{b) allocations for centrally assessed natural gas
companies having a major distribution system in this state;
and

{c} centrally assessed companies® allocations except:

(i) electric power and naturat gas companies®

property;
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(ii1) property owned by cooperative rural electric and
cooperative rural telephone associations and classified in
class five; and

(iii) property owned by organizations providing
telephone communications to rural areas and classified in
class sevens

{2) Class eleven property i5 taxed as follows:

{a}) Property described in subsection {1l)(a} and {(b) is
taxed at 12% cof market valuee.

{b) Property Except as_provided_in_15-23-202s property

described in subsection {l)}{c) is taxed at 15% of market
value."

Section 2. Section 15-23-202+ MCAs is amended to read:

®15-23-202. Assessment - how made. {1} The
department must assess the franchises roadways roadbeds
railss rolling stocks and all other operating properties of
al} railroads operated in more than one county or more thaen
one state. Al} rolling stock must be assessed in the name of
the person ownings leasings or using the same. Assessment
must be made to the person owning or leasing or using the
same and must be made upon the entire railroad within the
state« The depotss stationss shopss and buildings erected
upon the space covered by the right-of-way and al}l other
property owned or Jleased by such persons except as above

provideds shall be assessed by the departmente.

-2~ HB 92

REFEREWCE BILL
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{2} In__determining the taxable_ value of railroad

propertys the department may modify the percentage

multiplier provided for_ in 15-6-141__in__order__to_ _achijeve

compliance with _the_ requirements__of the federal Railroad

Revitalization_ and_ Regulatory Reform_ Act of 1976 as

amended.™

SECTION 3. EFFECTIVE DATE _-~— APPLICABILITYe THIS ACT

IS_EFFECTIVE ON_PASSAGE AND _APPROVAL AND APPLIES _TO__TAX

YEARS BEGINNING AFTER DECEMBER 31y 1980

-End-

-3 HB 92
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