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HOUSE BILL NO. 637 

INTRODUCED BY MANUEL 

IN THE HOUSE 

Introduced and referred 
to Committee on Taxation. 

Committee recommend bill 
do pass. Report adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Considered correctly 
engrossed. 

Third reading, passed. 
Transmitted to Senate. 

IN THE SENATE 

Introduced and referred 
to Committee on Taxation. 

Committee recommend bill 
be concurred in as 
amended. Report adopted. 

Second reading, concurred 
in. 

Third reading, concurred 
in. Ayes, 467 Noes, 0. 

IN THE HOUSE 

Returned to House ~ith 
amendments. 
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Second reading, amendments 
concurred in. 

Third reading, amendments 
concurred in. 

Sent to enrolling. 

Reported correctly 
enrolled. 
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~ BILLNOo~ 
INTRODUCED BY ..:2J;?a-tuu.f_ __________________ _ 

A BILL FOR AN ACT ENTITLED: RAN ACT SPECIFYING THAT THE 

DEPARTHENT OF REVENUE MUST USE A CAPITALilED NET INCOME 

METHODOLOGY IN VALUATION OF AGRICULTURAL LAND; PROVIDING AN 

EXCEPTIQN FOR IRRIGATED LAND; REQUIRING THE DEPARTMENT TO 

ADOPT KULES; AMENDING SECTION 15-7-201, HCA; AN~ PROVIDING A 

DELAYED EFFECTIVE DATE.n 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MUNTANA: 

Section t. Section 15-7-201, MCAt is amended to read: 

nts-7-201. legislative intent ft~--~e =~al~gf 

14 agricultural propert.y. 111 Since the market value of many 

15 fe~m ag~l~ultULal properties is based upon speculative 

16 purch~ses which do not reflect the productive capability of 

17 ~ft~M~ agLl~~tuLal __ lanQ, It is the legislative intent that 

lB bona fide ~erm ~gLl~Lal properties shall be classified 

19 and assessed at a value that is exclusive of values 

20 3ttrihuted to urban influences or speculative purposes. 

21 L~l--ln_d~~~cmluioo~~--~a~lflcatioa__ana~~~~ 

2? ~~l~~--of_a~LikultuLal-land£_tne-d~naLtmeot_nf-L~~~~ball 

23 us~-~o_as~~5smeot-me~bodnlnn¥-nas~uooo_a __ ~aoltali•e~ 

24 in~nm~_apocaacb1_e~ceut_tbat-lcLinat~a-lana_m~-ba_~~e~~~ 

zs snlel¥--nona __ i~~--LauitaliZe~--Det--locom~--Xglu~--foc __ b~ 
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ilJ:~ductinD& 

L~l--lbe_u~oactmeat_~ball_adont-cule~--tbat--~ecit¥-_a 

me~bn~olnn¥--tn_be_u~en_ia_tb2_La1Lulatlno_nf_a5~~~-~al~ 

tnc_a~cicultucQl_lann_ba~~d-na_~anitali•ed_net_iucgm~w 

~~W_Sf(llU~. Section 2. Delayed effective date. (1) 

Section 1, except the addition of subsection (3) to 

15-7-201 9 is ~ffective January 1, 1966. 

f2) ~ubsection (3) of 15-7-201 is effective October 1, 

l~H~, and rules adopted under 15-7-20113) must be made 

effective January 1 7 1986. 

-En a-

-z- I N T R 0 D U C E D B I L L 
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STATE OF MONTANA 

FISCAL NOTE 

336-83 
REQUEST NO.----

Form BD-15 

In compliance with a written request received February 7 • , 19 ~, there is hereby submitted a Fiscal Note 

for House Bill 637 pursuant to Title 6, Chapter 4, Pan 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 Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

House Bill 637 specifies that the Department of Revenue must use a capitalized net 
income methodology in valuation of agricultural land; provides an exception for 
irrigated land; requires the department to adopt rules; and provides a delayed 
effective date. 

FISCAL IMPACT: 

The department is attempting to use the capitalized net income approach to value 
agricultural land for the next reappraisal cycle. It appears from the work completed 
thus far that the proposal will have a revenue impact. Limiting the assessed value 
of irrigated land to its income producing ability in hay production will result in 
lower values relative to its value when other crops are considered. This limitation 
will result in a loss of property tax revenues in tax years after 1985. 

FISCAL NOTE 12:1/1 

BUDGET DIRECTOR 

Office of Budget a 
~-Date:--=----+-___.,____,.,__ 

1A 
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Approved by committee 

on Taxation 

lk·· { .._.., 
INTRODUCED BY ~cl~ BILL NOo ~ ------------~----~----

A BILL FOR AN ACT ENTITLED: •AN ACT SPECIFYING THAT THE 

DEPARTMENT OF REVENUE MUST USE A CAPITALIZED NET INCOME 

METHODOLOGY IN VALUATION OF AGRICULTURAL LAND; PROVIDING AN 

EXCEPTIO~ FOR IRRIGATED LAND; REQUIRING THE DEPARTMENT TO 

ADOPT KULES; AMENDING SECTION 15-7-201• MCA; ANQ PROVIDING A 

DELAY[O EFFECTIVE DATE.• 

B~ IT ENACTED BY THE LEGISLATURE OF THE STATE Of MONTANA: 

Section 1. Section 15-7-ZOl, MCA9 is amended to read: 

•15-1-201. Legislative intent e~--~& =~al~ 

14 agricultural property. ill Since the market value of many 

15 ~a~• ~g~lkUl1ULal properties Is based upon speculative 

1& purch~~es which do not reflect the productive capability of 

17 ~SPMS 4gLi~YltuLa1--laDd• It is the legislative intent that 

18 bona fide fer• agLl~ucal properties shall be classified 

19 and assessed at a value that Is exclusive of values 

20 attributed to urban influences or speculative purposes. 

21 L'l--lD-dete~m!Dlug-~b~-~a~ij£atLQn _ _ana__a~a~ 

22 ~~lue~~aL-ag~l~uLtuLal_laud1_tb~a~tmeut-nf-~~euue~ball 

23 ~a-~_a55e55meDt-matbuaulna¥-b~uugn_a __ ~anltali4ed--De1 

24 lu~nwe_a~~~U£_e~~eut-tbat-l~Lioat~1ana_wu~~eQ 

2~ s.cleu-..unnu_it:o_~aultallZed _ _oet,__.L.a~liii~-XiilWI__f!lL __ bo»" 
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D~~ULlCtiDDa 

tll--Ibe~ueuactweot_s.ball_adnn1-~Llle5--1ba1--~~lf¥-_a 

wetbndQlng~ __ tn_be_u5en_iu_tne_~al~ulatlgD_nf-a5~~ad~4lWI 

tn~~aaci~ultucal_lana_bas.ed-na-~anltallzed_net_i~· 

~~W~~~~Ilu~ .. Section 2. Delayed effective date. Ill 

Section lt e•cept the addition of subsection (3) to 

15-7-201, is effective January lr 1986. 

r2) Subsection (3) of 15-7-201 is effec~ive October 1• 

198~, and rules adopted under 15-7-201(3) must be made 

~ffective January 1 9 1986. 

-End-
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.[.~....._,( t,..,...-: BILl NO • ..t.Q1 
INTRODUCED BY .7Jfa~---

A BILL FOR AN ACT ENTITLED: "AN ACT SPECIFYI~G THAT THE 

DEPARTMENT OF REVENUE MUST USE A CAPITALIZED NET INCOME 

METHODOLOGY IN VALUATION OF AGRICULTURAL LAND; PROVIDING AN 

EXCEPTION FOR IRRIGATED LAND; REQUIRING THE D~PARTMENT TO 

ADOPT RULES; AMENDING SECTION 15-7-201t MCA; AN9 PROVIDING A 

DELAYED EFFECTIVE DATE.• 

8f IT ENACTED BY THE L(GISLATURE OF THE STATE OF MONTANA: 

Sectfon 1. Section 15-7-201, MCAt is amended to read: 

"15-7-201· Legislative intent as--~e :=---xalus__gt 

1~ agricultural property. Lll Since the market value of many 

15 farm agLl~ltYLal properties is based upon speculative 

16 purchases which do not reflect the productive capability of 

17 farm~ a~ult~cal--land• It is the legislative intent that 

18 bona fide ~arm ~QLi~'al properties shall be classified 

19 and assessed at a value that is eKclusive of values 

20 attrihuted to urban influences or speculative purposes. 

21 tal--lD-d~t£cmlolog__tns__cla~~atiaa__aug__assesseg 

22 ltCilU~-DLag[.!c~ltUcal-laaii£J.Il~d£1!aCtmllllt..SILC!ilt!Ul~..!illal.l 

23 ~~-aD-~~~~~~meot-m£tbadalaO¥-a~£d_uaan_~ __ caaitaliZ£d-_o£1 

24 iOCSilD~-agg~-£~C!Ult-tllat-lccigat~d-laod-W~~_n~~~~~ 

2 5 :u:.lel.x--llllaD-i1:.-s;.aollal.U£d__net.__iDc.QIIUI_..ltdue-Lnc_bii.¥ 
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SICSid~ctlaD£ 

Lll--lll£-Siea~ctwent_~ball_~dapt_cul£~--tbat~£'-if¥-_a 

wetbaaalagl{ __ ta_b~-u~~SI-iD_tbe_s;.alc~l~tian_gf_~~~~&d-ltalU£ 

fac_a"ci~ult~cal_land_b~~~d-an-caaitali~£d-n£t-i~· 

~fW_Sftll~~& Section 2. Delayed effective date. (1) 

Section 1, except the addition of subsection (3) to 

l5-7-20lt is ~ffective January 1, 1986. 

(2) Subsection (3) of 15-7-201 is effective October l• 

l963t and rules adopted under 15-7-201{3) must be made 

effective January 1, 1986. 

-End-

-2-
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April 11, 1983 

SENATE STANDING COMMITTEE REPORT 
(Taxation} 

That House Bill No. 637 be amended as follows: 

1. Title, line 5 •. 
Following: "USE A" 
Strike: "CAPITALIZED NET INCOME" 
Insert: "CERTAIN" 

2. Title, line 6. 
Strike: "METHODOLOGY" 
Insert: "METHOD" 

3. Title, line 6 through line 8. 
Following: "LAND;" on line 6 
strike: remainder of line 6 through "RULES;" on line 8. 

4. Page 1, line 21 through page 2, line 4. 
Strike: subsections (2) and (3) in their entirety 
Insert: "(2) Agricultural land shall be classified according to 

its use, which classifications shall include but not be limited 
to irrigated use, nonirrigated use, and grazing use. 

(3) Within each class, land shall be assessed at a value 
that is fairly based on its ability to produce, taking into 
consideration the classification system in existence on 
[effective date of this act), provided, however, the department 
may consolidate tillable irrigated land classes. With relation 
to irrigated land, water costs shall be taken into 
consideration, except at no time may the resulting value of 
irrigated land be reduced below the value such land would have 
if it were not irrigated. 

(4) Capital costs such as improved water distribution, 
fertilizer, and land shaping that inarease productivity shall 
not be used in determining assessed values." 

5. Page 2, line 6 through line 7. 
Strike: ",except the addition.of subsection (3) to 15-7-201," 

6. Page 2, line 8. 
Strike: subsection (2) in its entirety 
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HOUSE BILL NOo &37 

INTRODUCED BY MANUEl 

A Bill FOR AN ACT ENTITLED: •AN ACT SPECIFYING T~AT THE 

DEPARTMENT OF REVENUE HUST USE A EAPI~~~~~£9-NE~-fN6~E 

MEfH9~&~~6¥ Lfai•l~~fiUQQ IN VALUATION OF AGRICULTURAL 

LAND; P~8VfBIN6--AN-E~EP~BH-FBR-fRRI6A~E9-tAN~-Rii~IRIN6 

IHE-BF~A~IK€~-19-ABBPI-R~tES• AHENOING SECTION 15-7-201, 

M(A; ANQ PROVIDING A DElAYED EFFECTIVE OATt.• 

BE IT ENACTED BY THE LEGISlATURE OF THE STATE .OF MONTANA: 

Section 1. Section 15-7-ZOl, ~CA, is a•ended to read: 

.. 15-7-201. Legislative intent et<S--to =-~.al.l£L-Qf 

aQricultural property. Lll Since the market value of many 

fa~~ a~L~ul~al properties is based upon speculative 

purcnases which do not reflect the productive capabflity of 

+~r~~ ag~l~ult~c41-laag, it is the leqislative intent that 

bon~ fide fftr• ag~~~Lal properties shall be classified 

and ~s~es~~d at a value that is exclusive of values 

attri~~ted to urban influences or speculative purposes. 

t~t::to::d~tc~mtatoo::tbe:~tossitt~ot±Ao::Aa4=dS~~ed 

1Dloc:af:ao~±cuttueat:toadz:tbo:doooctmcat:af=~e1Da~==sba±i 

uoe::aa::aooeoomoot:metbaooloax:ooseo=ua~:A:eoaitoi±zca:aet 

toea~:a0a~aaeb1:eze~t=tbot:±~~oate2:l~oo:maot~:42~~eo 

salel~==uaaa::±ta::c~ito!±eed:=ttot:=iaoame::Eotae::fAt::box 
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peDduet:i:IIDa 

aet~alaox:%a:bo:u2ed::i:o:tbe:~cutattoo~ot~asscsoad::xDlAA 

toe:ooc:i:caltaeot:loao:hased:~:co~ott~t=±~ 

L~l--&&&lLULIU&AL_L~-S~&~_af L!ASS1flfa-ACCORDIN6_LQ 

liS--USfa-_WHICU __ LLASSl~61lO~S--S~·LL--l~LLYDE BUT mui-AE 

Ll6llfO_ID-l&Rl56IfO-llSfa-~OHlB&l&AlfU-USE1-A~U-GR&l!NG ~f& 

Lll--~Ul~-f&LU-CL,SSa_L,~SH6LL-~--AS~~I--& 

~6LUf-IU&l-li_E,lBLX-UASfD_Q~1Li-A8lLlii-l0-fB~L-~ 

16IO_CQUSlOfB6IlO~-Itif-L~lf1C'llQh_~I~~-1K-f&lS~~~ 

LfEffCil~f---DAI~-Of--IHIS--ACil&--fB~fQL--HQW~~~ 

Qfe&aiHEHI-a&X-CDtiSDLlDAlf-IlLL.SLi-lB&l~lfa_L6~~ia 

Wll~--BELAI1~-lDL18&lk6IEQ-LAH~WAI~IS-iH~8E TAKE~ 

lMIO_CQMSIQfB&IlOHa_fXCEei-!I __ ~g__llaf--~'1--IUf-~ULil~ 

XALUf_Qf_lBBl&&IfO_L,HD-8f-BEQULfO~O~-~f-~LUf-SUCU-LAtin 

aQQLQ_U&XE-lf_ll_~faf_«Ql_lR&lkALEO. 

L~l--L4eliAL-~Q~i_SULU-AS-ldeBDXf2-~6IfB-Ulilal8UIIC~ 

EfallLlZEB~--A~D--LA~D--S~!fl~G--IUAl--lULRfAS~eR~Il~II 

~~ALL-~CI-aE-U~fU_l~_cflfaHl~l~£_·iSfiS:i:D-~'LUEia" 

~~W-Sf~IIQ~~ s~ction 2. Delayed effective date. ttt 

Section 1•--e~ee~~--tne--add~t+en--e~--sab~eet+en--t~t--to 

t5-~~a~. is effective January 1 9 1986. 

f~t--§n&~~~t+o"-t~t-e~-~,-~-r6i-~~-eff~e~~•e-Se~8be~-~. 

t963T-end-rate~--e~op~ed--a~de~--~5-~-~ett3t--•H~~--ee--mede 

~ffee~tye-d&nMe~y-ty-t9eo. 

-End-

-2- HB 637 
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