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INTRQDUCED BY _

A BILL FOR AN ACY ENTITLED: ®AN ACT ALLOWING CERTAIN
ELDERLY CITIZENS TO DEFER CERTAIN PROPERTY TAXES; PROVIDING
AN INTEREST RATE FOR DEFERRED TAXES; PROVIDING FOR
ADMINTISTRATION AND ENFORCEMNENT PROVIDING PENALTIES:
PROVIOING AN APPROPRIATION; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE DOF MONTANA:

Sz2ction 1« Purpose., It s the purpose of {[sections 1
through 151 to allow elderly citizans of this state to enjoy
the benafits of continued home ownership even though their
present income is greatly diminished because of retirement
or disabilitye The legislature finds that the anhual burden
of the propearty tax on the dwellings of these citizens may
discourage continued ownershipe [Sections 1 through 15)
give them an optiony other than simply selling their hoses
by providing that they may defer all or part of the proparty
tax due until such time as title of the home passes to
another individual or they choose to pay the deferrad tax
plus intereste

Section 2. Definitionse As used in [sections 1 through

15)» unless the context clearly indicates otherwisee the
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following definitions apply?

(1) ®™Oeparteent® means the department of revenue
created in 2-15-1301.

[2) ™Equity® means the market value of the remaining
Interest of the owner who has pledged or mortgaged his
homesteads

(3) 'Ho-esteéd' means a residential unity either reat
or personal propertys and so much of the land upon which it
is situated as is necessary for its use as a dwelling.

{4} “"Household” means all persons who share a common
dwelling as a principal place of residences The term does
not Iinclude minors or individuals who are bona fide lessees
oFr renterss

{5) "iIncome™ weans federal adjusted gross Incomes
without regard +to lossy as that quantity is defined in the
Internal Revenue Code of the United Statess plus all
nontaxable incowes including but not limited to:

{a) the gross amount of any pension or annuity
(including Railroad Retirement Act benefits and veterans®
disability benefits});

{b) the amcunt of capital gains excluded from adjusted
gross income;

(c} alimony¥y

{d} sSupport money;

{e) nontaxable strike benefits;

-2- INTRDO UéED BILL
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{f} cash pudblic assistance and relief;

{g) all payments received under federal social
securitys except medicare; and

{h) payments and interest on federal, states countys
and menicipal bondse

(6) "Market value®™ means the appraised value seat for
property tax purposes by the department of revenues unless
an applicant choosas to provide evidence that the actual
market value Is substantially differenty in which case the
actual mariket value must be used,

(7} “Own"™ means possession of a fee simple estate in
real property or the possession of title to personal
property.

(&) ®“Personal property™ means a mobile home which is
nrot treated as an improvement to real property for property
tax purposSese.

{?) “Property taxes® wmeans all ad valorem taxes,
special assessmentsy chargesy or user fees that are billed
to property by the county treasurere

(10) “vYear of application® seans the calendar year
during which an application for deferral of property taxes
is filed.

Saction 3. €Eligibilitye In order to defer property

- taxes on 8 homestead:

(1) all owners must be at least 62 years of age or
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older by thes end of the year of applications except that
when ownership is by a married couple only one spouse need
meet this criterion;

(2) during the 12 months Ilmmediately preceding the
date of application, combined income of wembers of the
hausehold may not exceed $20,000;

{3} the total owner equity in the homestead must be at
least 20% of the market value;

(4) the homestead wsust be the principal residence of
the owners during at Yeast 9 months of the year of deferral;
and

{5) no property tax on the homestead may be delinguent
as of the date of application for defarrala.

Section 4. Claim form -—- content - date dues (1) A
ctaim for deferral of property taxes on a homestead must be
made in wrlting on a form supplied by the departments The
claim form must:

(a) give the address and 1legal description of the
homestead}

(b} give facts that establish the validity of the
claim;

{c) have attached all documentary evidence that the
department may regquire; and

{d) contain a dated statement to the affect that al}

information supplied by the applicant is true.
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(2) Thc form must be available through the departaent
and through the office of each county treasurers A claim
for deferral of property tax is due March 1 of the year the
deferral is applicable.

Section S« Certificate of eligibility —- fora and
content. Upon receipt of a valid claimes the departmant shall
issue a certificate of eligibility. The certificate must
consist of a two-part voucherr one part to be used for the
first-half propérty tax paysent and the other part to be
usad for the second-half paymente. Each part of the
certificate must have space for the individual®*s signature
and the amount of tax to be deferred.

Section 6. Duties of department. The department shall:

(1) detarmine the validity of each claim for deferral
of property taxes;

{2) Iissue a certificate of eliqgibility to any
individual who filas a claim that meets the criteria set
forth in [section 3);

{3) upon receipt from a county treasurer of a
completed voucher and accompanying copy of the individual
property tax bill, issue payment to the county treasurer in
the amount shown on the wvoucher;

{4) if the tax is being defarred on real propertys
have a lien recorded with the clerk of the county in which

the property is locatede in tha name of the state of
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mMontanas as of tha date of applications and in the amount of
tax defarred;

(5) if the tax is being deferred on personal propertys
endorse a lliens in the name of the state of Montanas as of
the date of applications in the amount of property tax
deferredy on the certificate of title and return it to the
reglistrar of motor wvehiclas along with the applicable fee;

(6) keep an account for each individual property upon

.which the property tax has been deferred and accrue interest

and service charges as specified in [sections 1 through 1513

(1) collect the balance of deferred taxs accrued
interesty and service charges remaining in each account when
it becomes due under the provisions of {section 10); and

{3) on or before December 31 each yearr provide
written notlice to ecach taxpayer who dJdeferred proparty tax
for the precading tax year as to the total amount of
property taxs interesty oand service charges that are accrued
against the taxpayer's propertye The notice must also state
that if the taxpayer chooses to defer property tax for the
new tax yeary a new claim sust be fileds

Section 7. Procedure for tax deferral. On or bafoée
the date on which the property tax to be deferred is dues
the iadividual shall submit the property tax bill and
certificate of eliyibility to the county treasurer of the

county in which the property is locatede If the property

B -
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fnvolvad i5 personal propertye the certificate of title must
also be submittede The taxpayer is entitled to defer al} or
part of tha property tax dua ;nd must Indicata his choice by
entering the amount of property taxes to be deferred on the
certificate of eligibllity snd signing its The taxpayer®s
copy of the tax bil)l must be marked to indicate that payment
of all or part of the amount due has been deferredes

Section 8« Duties of county treasurers The county
treasurer shall:

1) supply clailm forms to all Individuals upon
request;

(2} accept a completed certificate of eligibidity in
lieu of property taxes in the amount indicated by the
taxpayeri and '

(3) submit to the department 2 copy of the tax bill,
completed certificate of aliglhility, andy if applicabler
certificate of title for each individual who <chooses to
defer property taxesSe.

Section 9. Interest and service chargess ([1) The
amount of preoperty tax deferred Is subject to a charge of 7%
simple Iinterest annually.

{2) A fee of $5 must be charged by the department for
processing each separate completed certificate of
elighhilitys The fee wmway be added to the individual

taxpayer®s accounty but may not bear interest.
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Section 10 Payment of deferred property taxe {[(1) A
taxﬁayar may at any time pay all or part of the batance in
the account kept by the departmentes

{2) The entire balance of the account kept by the
department is due within 30 days of the occurrence of any
one of the following conditions:

(a) the taxpayer dies;

{b) tha property upon which taxes have been deferred
is no Tonger used as 'the principal vresidence of the
taxpayer}

{c] one or more of the criteria sat forth in [section
3} is no longer met; or

{(d) the property upon which the taxes have been
deferred Is s01d or a contract for its sale Is signede

{3) Notwlthstanding subsections (2)({a) and (Z){c)y if
a surviving spouse becomes sole owner of the propertysy he
may continue to defer the payment of property tax aven
though the age ltimitation of [section 3(l1)] is not mety
provided all other criteria of [section 3} are met.

{4} Notwithstanding subsection ([Z)y If the dwelling
consists of a mobile homee the balance of the account must
be pald before the mobile home may be moveds

{5) Any payment made under this section must first be
applied to reduce the accrued interest and service chargess

The amount remaining after all interest and service charges

-



- N > W N -

10
11
12
13
1%
15
16
17
18
19
20
21
22
23
24

25

LC 0614/01

have been paid may then be usaed to reduce the balance of
deferred property tax. voluntary payment of deferraed
property tax before it s due under the terms of this
section does not Qive the individual who makes tha payment
any interest in the property upon which the tax has been
deferred or give such Individual a claim on the estate of
the individual who deferred property taxe

(5) Deferred property taxs accryed Intereste and
service charges are to be considered a3 tax debt of the
estate of a deceased claimant ande as suches wmust be paid
before amy order or decree for the distribution of any
property of the decedent is entereds

{7) when the deferred property tax account has been
paid in fully the department shall record a satisfaction of
tien in the county in which the property is located ore f
the tax was deferred on personal propertys with the
;eqistrar of motor wvehiclese

Section 11« Mature of liens The lien filed by the
departaent for property tax deferred is equal in priority to
the lien that local government units possess with respect to
property taxe

Saction 12« Foreclosure. If the balance of the
deferrad property tax account becomes due because one of the
conditions of [section 10{2)] occurs and the balance is not

paid within the time prescribads such balance constitutes a
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dellinguent property tax. 1In such ; casey the department
stands In the position of the county treasurer and may
pursue the remedies provided in Title 15¢ chapters 16 and
17.

section 13. Eligibility for other tax rellief prograwmse
Application for or actual deferral of property tax has no
effect upon an individual®*s ellgibility for reduction of
property tax Yiablility under 15-6-134 or 15-6-Z1lle.

Section 14. Adainistrative rulese The department may
promulgate and adopt rules necessary for the efficient
administration of ([sections 1 through 15]).

Saction 15 Pepalties. An individual who intentionally
supplies false. information in order to achieve eligibility
to defer wproperty taxes commits the offense of false
swearinge In addition to the penalty providad in 45~7-202,
all deferred property taxy accrued interests and service
charges become due imsediately upon conviction of such false
swearing.

Section 16« Appropriations There Is appropriated from
the general fund to the department of revenue $200,000 for
the biennium ending June 30, 1985y for the purpose of
providing paymants to local governments under section 5 and
$10,070 for the biennium ending June 30s 1985y for the
purpose of administering this acts

Section 1T. Effective date. This act is effective on

“10-
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STATE OF MONTANA 121-83
REQUEST NO.

FISCAL NOTE
Form BD-15

February 7, .19 83 , there is hereby submitted a Fiscal Note

pursuant to Title 5, Chapter 4, Part 2 of tha 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 Legislature upon request.

in compliance with a written request racsived
for House Bill 624

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 624 would permit an individual 62 years of age and older who meets certain
income and ownership criteria to defer payment of property tax on his principal
residence, The state would pay the tax and have a lien on the property. The deferred
tax would become due upon the death of the owner or upon sale of the property.

FISCAL IMPACT:

There is no way of knowing how many taxpayers might choose to avail themselves to
this program. Experience in other states which have similar provisions indicates
that the initial response is small and that taxpayer acceptance builds over time.
At present, there are about 11,000 individuals claiming class &4 status. These
claimants would be the ones to defer the tax. The average property tax paid by
these individuals was in the range of $150 to $175. Assuming that about 5% of the
class 4 claimants would choose to defer tax, the annual cost to the state would be
$82,600 to $96,260.

EFFECT OF COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES:

No impact on local revenues. The state will pay the tax bill and assume the responsi-
bility for collecting the money when it becomes due.

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

Over the long term the number of properties upon which tax is deferred should stabilize
with the number of properties entering the system balancing the number leaving. At
that point the program would become self-sustaining.

FISCAL NOTE 12:B/1

S e

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: : ’2_- ”"Et""z
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1 STATEMENT OF INTENT 1 authority granted in this act should set forth the details
2 HOUSE B1ILL 624 2 of the procedure for determining eligibility and should also
3 House Taxation Committee 3 state a procedure for payment of deferred taxs The emphasis
& & should be on making it simple for the eligible taxpayer to
5 It is the purpose of this act to permit qualifying 5 avail nimself of this program.

[ homeowners to defer payment of proparty taxes on their & The payments to 1local governments are designed to
homese The state pays the tax to the county involved and has T assure that they do not suffer any revenue loss under this

e a lien against the oproperty for the amount paid. The 8 tax relief programa

9 ability to defer taxes Is granted to both real property

10 owners and mobile homeowners who meet the qualifications set

11 forth in the act. The act will be affective for property

12 taxes which become due after its passage and approvale

13 The Department of Revenue is designated as the

14 administering agencys It Is the intention of the Legislature

15 that the Department use as much of the current mechanism for

16 determining etigibility for class 4 property tax relief as

17 is practicable in order to determine eligibility for tax

18 defarrals Howevers the Oepartment is to keep a register of

19 thase properties upon which tax has been deferred and

20 develop a central accounting and notification system. Since

21 deferral of tax places a cloud on the property owner®s

22 tittey the tegislature specifically requires those who wish

23 to avail themselves of tax relief under this act to take the

4 affirmative action of reapplying each year.

25 The rules to be adoptad by the Uepartment under the

SECOND READING

R
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Approved by committee on Taxation

HOUSE BILL NOe 624
INTRODUCED BY MCBRIDEy HARPERy MEYCALF

A BILL FOR AN ACT ENFITLED: ®AN ACT ALLOWING CERTAIN
ELDERLY CITIZENS TO DEFER CERTAIN PROPERTY TAXES; PROVIDING
AN INTEREST RATE FOR DEFERRED TAXES; PROVIOING FOR
ADMINI STRATION AND ENFORCEMENT; PROVIDING PENALTIES;
PROVIOING AN APPROPRIATION; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE.™

BE IT ENACTED B8Y THE LEGISLATURE OF THE STATE OF MONTANA:

Sectlion la Purpose. It Is the purpose of {sections 1
through 15] to allow elderly citizens of this state to enjoy
the benefits of continued home ownership even tihwugh their
present income is greatly diminished because of retirement
or disability. The legislature finds that the annual burden
of the property tax on the dwellings of these citizens may
discourage continued ownershipe [Sections 1 through 15]
give them an options other than siaply selling their homey
$§ providing that they may defer all or part of the property
tax due until such time as title of the home passes to
another individual or they choose to pay the deferred tax
plus interest. ‘

Section 2. Definltions. As used in [sections 1 through

15)s unless the <context clearly indicates otherwisey the
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follosing definitions apply:
(1) *"Department™ means the department of revenue

created in 2-15-1301,

(2) ™Equity"™ weans the market value of the remaining
interest of the owner whc has pledged or mortgaged his
homesteade.

{3} "“Homestead® means a residential unity either real
or personal propertys and sc much of the land upon which it
is situated as is necessary for its use as a dwellinge

{4} "Household® means all persons who share a commen
dwelling as a principal place of residence. The term does
not include minors or individuals who are bona fide lessees
or renters.

{5) “Income™ means fedaral adjusted gross incomes
without regard to Yosss as that guantity is defined in the
Internal Rewvenus Code of the United Statasy plus all
nontaxable Incomey including but not liwmited to:

{a}) the gross awount of any pension or annuity
{including Railroad Retirement Act penefits and veterans®
digsability benefits);

(b) the amount of capital gains excluded from adjusted
gross income;

(c)y alimony;

(d) support money;

{e) nontaxablte strike benefits;

-2 HB 624

"SECOND READING



@ = ¢ w

L]

10
11

12

13

| L
15
15
17
18
1%
26
21
22
23

24
25

HB 0624/02

(f} cash public assistance and relief;

(g) alit payments received under federal soctal
securitys except medicares and

(h} payments and interest on federaly statey county,
and municipal bondse

f6). “Market value® means the appraised value set for
property tax purposes by the departwent of revenues unless
an- applicant chooses to provide evidence that the actual
market value is substantially differents In which case the
actual market value must be used.

(7) "Own™ means possession of a fea simple estate in
real property or ¢the possession of title to personal
propertye

{8} “Personal property® maans a mobile home which is
not treated as an improvement to real property for property
tax purposesa

{9} “Properry taxes" wmuans a¥l ad valoree taxess
spacial assessmentse chargesy or user fees that are billec
to property by the county treasurer.

(10} “Year of application™ means the calendar year
during which an application for deferral of property taxes
i$ fFilede

Sectlon 3¢ EFigitititys In order to defer property
taxes on'a homesteads

€1} all owners must be at Teast 62 years of age or

- HB 624
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older by the end of the year of applications except that
when ownership is by a married couple only one spouse need
meet this criterion;

(2) during the 12 months immediately preceding the
date of applications combined income of members of the
hausshold may not exceed $204000;

{3} the total onne? equity in the homestead must be at
1east 20% of the market valye;

{4) the homestead must be the principal residence of
the owners during at least 9 months of the year of deferralj
and

{5) no property tax on the homestead may be delinguent
as of the date of application for deferral,

Section 4« Claim fors -- content -- date dues (1) A
claim for deferral of proparty taxes on a homestead must be
made in writing on a form suppiliied by the departmente. Fhe
claim form must:

{a) give the address .and Jegal description of the
homestead;

{b} give facts that establish the validity of the
claimj

{(c) have attached all documentary evidence that the
department may require; and

{d}- contain a dated statement to the effect that all

information supplied by the applicant Is trug.

-ty HE. 624
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{Z) The form must be available through the department
and through the office of sach county treasurers A claim
for deferral of property tax is due March L of the year the
deferral is applicable.

Section 5. Certificate of eligibility -- form and
contents Upon receipt of a valid claims the department shall
issue a certificate of eligibilitye The certificate must
consist of a two—part vouchery one part to be used for the
first-half property tax payment and the nther part to be
used for the second-half paymente €ach part of the
cartificate must have space for the individual®*s signature
and the amount of tax to be defarred.

Section 6. Duties of departments The department shall:

(1) determine the validity of each claia for deferral
of property taxes;

{2) issue a certificate of eligibility to any
individual who files a claim that meets the criteria set
forth in {section 31;

(3) upon receipt from a county treasurer of a
completed voucher and accompanying copy of the individual
property tax bill, issue payment to the county treasurer in
the anount shown on the wvoucher;

(4) if the tax is peing deferred on real propertys
have a tien recorded with the clerk of the county in which

the property is located, in the pame of the state of

-fe HB 624
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Montanay as of the date of applications and in the amount of
tax deferred;

(5} if the tax is being deferred on personal property,
endorse a liens in the pame of the state of Montanas as of
the date of applicationy in the amount of property ta;
deferreds on the certificate of title and return it to the
registrar of motor wehicles along with the applicable faa;

{6) keep an account for each individual property upon
which the property tax has been deferred and accrue interest
and service charges as specified in [sections 1 through 15]3

{7T) collect the balance of deferred +taxe accrued
interests and service charges remaining in each account when
it becomes due under the provisions of [section 1G]; and

(3) on or before ODeceaber 31 each yeary provide
written notice to each taxpayer who deferred property tax
for the preceding tax year as to the total amount of
property taxs interests and service charges that are accrued
against the taxpayer's property. The notice must also state
that if the taxpayer chooses to defer property tax for the
new tax yearsy a new claim must be filed.

Section T. Procedure for tax deferral. On or before
the date on which the property tax tc be deferred Is duee
the individual shall submit the oproperty tax bil1l1 and
certificate of eligibllity to the county treasurer of the

county in which the property is Yocateds If the property

bt ot HB 624
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involved Is personal propertys the certificate of title must
also be submitted. The taxpayer ls entitled to defer all or
part of the property tax due and must indicate his cholce by
entering the amount of property taxes to be deferred on the
certificate of eligibillty and signing ite The taxpayer's
copy of the tax bi)) must be marked to Indicate that payment
of all ar part of the amount due has been deferred.

Section 8. Duties of county treasurere The county
traasurer shall:

(1) supply claim forms to all individuals upon
requests

(2) accept a completed certificate of eligibility in
lieu of property taxes in the oamount indicated by the
taxpayer; and

{3) submit to the department a copy of the tax bill,
completed certificate of aYigibilitye andy if applicable,
certificate of title for each Individual who chooses to
defer property taxes.

Section 9« Interest and service chargess (1) The
amount of property tax deferred is subject to a charge of TI
simplte Interest annually.

tZ) A fee of $5 wust be charged by the department for
processing each separate compl eted certificate of
eligibilitys The fea may be added to the Individual

taxpayer's accounts but may net bear interests

-~ HB 624
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S2ction 10. Payment of deferred property taxe (1) A
taxpayer may at any time pay all or part of the balance in
the account kept by the department.

{2Z) The entire balance of the account kept by the
department is due within 38-deys § HOMIHS of the occurrence
of any one of the following conditions:

(a) the taxpayer dies;

(b) the property upon which taxes have been deferred
is no longer used as the principal residence of the
taxpayer;

{c} one Or more of the criteria set forth in [section
3} s no longer met; or

{d) the property wupon which the taxas have been
deferred |5 sold or a contract for its sale is signeds

[{3) Notwithstanding subsections (2)(a) and (2)(c)y if
a surviving spouse becomes sole owner of the propertyy he
may continue to defer the paysent of property tax even
though the age limitation of ([section 3{1)] is not met.
provided all other criteria of {section 3] are met.

{%#) Notwithstanding subsection (2)y if the dwelling
consists of a wmobile homes the balance of the account must
be paid before the wmobile home may be moved.

(5) Any paysent made under this section must first be
applied to reduce the accrued interest and service chargess

The amount remaining after all interest and service charges

. 2N HB 624
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have deen paid may then be used to reduce the balance of
deferred property tax. voluntary paysent of deferred
property tax before it {s due under the terms of this
section does not give the individual who makes the payment
any interest in the property upon which the tax has been
deferred or glive such individual a claim on the estate of
the iadividual who deferred property tax.

(6) ODeferred property taxy accrued Intereste and
service charges are to be considered a2 tax debt of the
estate of a deceased claimant ands as sSuche must be paid
before any order or decree for the distribution of any
property of the decedent is enterede

(?7) When the deferred property tax account has been
paid in fully the department shall record a satisfaction of
tien in the county in which the property Is located ore if
the tax was deferred on personal propertys with the
registrar of motor vehiclesa

Section ll. MNature of liens The 1lien filted by the
department for property tax deferred is equal in priority to
the lien that local government units possess with respect to
property tax.

Section 12« Foreclosures If the balance of the
deferred property tax account becomes due because one of the
conditions of {section 10(2)] occurs and the balance is not

paid within the time prescribedy such balance constitutes a
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delinquent property tax. In such a cases the department
stanas in the position of the county treasurer and may
Pursue the remadies provided in Title 15, chapters 16 and
17.

Saction 13. Eliglbility for other tax relief Programse
Application for or actual deferral of property tax has no
effect upon an individual®s eligibitity for reduction of
property tax liabllity under 15-6-134 or 15-6-211.

Section 14 Administrative rulese The department may
promulgate and adopt rules necessary for the efficient
administration of {sections 1 through 153.

Section 15. Penalties. An individual who intentionally
supplies faise Information in order to achieve eliglbility
to defer property taxes commits the offense of false
swearings In additlon to the penalty provided In 45-7~202,
all deferred property taxy accrued interesty and service
charges become due immediately upon conviction of such false
SWearinge

Section 16s Appropriations There is appropriated from
the general fund to the department of revenue $200,000 for
the biennium ending June 30+ 1985¢ for the purpose of
providing payments to local governments under section 5 and
$10+020 for the biennium ending June 30y L1985y for the
purpose of administering this acte

Section L7+ Effective datees This act is effective on
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passage and approvale.
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