HOUSE BILL NO. 637

INTRODUCED RY MANUEL

IN THE HOUSE

February 4, 1983 Introduced and referred
to Committee on Taxation.

- February 16, 1983 Committee recommend bill
do pass. Report adopted.

Bill printed and placed on
members' desks.

February 1B, 1983 Second reading, do pass.

Pebruary 21, 1983 Considered correctly
engrossed.

February 22, 1983 Third reading, passed.

Transmitted to Senate.

IN THE SENATE

March 1, 1983 Introduced and referred
to Committee on Taxation.

April 11, 1983 Committee recommend bill
be concurred in as
amended. Report adopted.

April 12, 1983 Second reading, concurred
in.

April 13, 1983 Third reading, concurred
in. Ayes, 46; Noes, 0.
IN THE HOUSE

April 13, 1983 Returned to House with
amendments.,



April 14, 1983

Second reading, amendments
concurred in.

Third reading, amendments
concurred in,

Sent to enrolling.

Reported correctly
enrclled,
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#&hu_—'_ et no. 37
INTRODUCED BY 72?42421—'—{;

& 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; PROVIOING AN
EXCEPTION FOR TIRRIGATED LAND; REQUIRING THE DEPARTMENT TO
ADOPT KULES; AMENDING SECTION 15-7-201ls MCA; AND PROVIDING A

DELAYED EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
sectlon le Section 15-7-201y MCAy is amended to read:
m15-7-201. Legislative intent as-—ee ——__ wyalue of

agricultural propertys (1) Since the market value of many

ferm agriguitural properties is based upon speculative
purchases which do not reflect the productive capability of
farms agricultural__lands it is the legislative intent that
bona fFide ferm agricultural properties shall be classified
and assessed at a value that is exclusive of values
attributed to urban influences or speculative purposes.
t21__Io_determining__the _classification _and _assgsssd
¥alue._.of _agricultural_lands_the deparimeat of revenue spall
use.30_assessent methodology pased upgen.a. capitalized .pet
income _apoproachs exseof that_ irrigatad land pust be assessad

sclely_.upon _its _capitalized _pet__iocome _walue .for .. hay
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graductions

{3)__Ibe Jepartment shall_adop: _.rules _that__specify _a
wethadglogy _to be used jn the calculation of assessed value
for_ajricultura) land based on_ capitalized. net income.™

MEW SECTIUNs Section 2. Delayed effective datee (1)
Section ly axcept +the addition of subsection (3) to
15-7-201y is effective January ls 1986.

{2) Subsection {3) of 15-7-201 is effective October 1.
1983y and rules adopted wunder 15-7-201(3) must be made
effective Januvary ls 1986.

-End-

—z—INTRODUCED BILL

- e



STATE OF MONTANA

336
REQUEST NO. 36-83
FISCAL NOTE .
Form BD-15
In compliance with a written request received February 7, , 19 B3 there is hereby submitted a Fiscal Note

for House Bill 637 pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).

Background information used in developing this Fiscal Nots 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

w\mﬁm

BUDGET DIRECTOR

Office of Budget and Program Planning
Date: 2 -

1T
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X 1 praductions

2 INTRODUCED BY 1§%ﬁai 2 {3l__Ibg._depactwent_sball_adopt.cules__that__specify _2
3 3 methodelogy _to be_used. in_the galculation of. assessed.value
4 A BILL FOR AN ACT ENTITLED: ™AN ACT SPECIFYING THAT THE 4 for_ajricultural_land_based.on_capitalized. net_incomeas®

5 DEPARTMENT OF REVENUE MUST USE A CAPITALIZED NET INCOME 5 NEW_SECIIUN: Section 2. Delayed effective date. (1)
6 METHODGLOGY IN VALUATION OF AGRICULTURAL LAND; PROVIDING AN 6 Section 1ls except the addition of subsection (3} to
7 EXCEPTION FOR IRRIGATED LAND; REQUIRING THE DEPARTMENT TO 7 15-7-201, is effective January ls 19864

2 ADUPT KULES; AMENDING SECTION 15-7-201s MCA; AND PROVIDING A ] 12) Subsection (3) of 15-7-201 is effective October 1y
9 DELAYED EFFECTIVE DATE." 9 1983y and rules adopted under 15-7-201(3) must be made
10 10 effective January ly 1986

11 BFE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: -End-

i2 Section le Section 15-7T-20ls MCAy is amended to read:

13 ®]15-7-201, Legislative intent w=as——te =—__ _vyalus _qf

14 agricultural propertye {1) Since the market value of wmany

15 ferm agricuyltural properties Is based upon speculative
16 purchases which do not reflect the productive capability of
17 farms agricultural _lands it is the leglslative intent that

18 bona fide farm agricultural properties shall be classified

12 and assessed at a value that is exclusive of values
20 attributed to urban influences or speculative purposese.
21 (2)__in determining _the _classification _and _assassed

22 ¥alue_ _of agricultural lands the deparimeont.ef.revenue shall
23 2.a0_25§¢550e0%_Detbodelogy based upon_3. capitalized _oet
24 iocome approeachs except that icrigated Jand must be assessed
z5 solely. _upen its. .capitalized _oet__income _yalue_ far__hay
N SECOND READING
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%&s‘& BILL NOa _&3_2

INTRODUCED BY ’%JM

A BILL FOR AN ACT ENTITLED: *AN ACT SPECIFYING THAT THE
DEPARTMENT OF REVENUE MUST USE A CAPITALIZED NET INCOME
METHOOULOGY IN VALUATION OF AGRICULYURAL LAND; PROVIDING AN
EXCEPTION FOR IRRIGATED LAND; REQUIRING THE DEPARTMENT T4
ADOPT RULES; AMENDING SECTICN 15-T~201s MCAj AND PROVIDING A

DELAYED EFFECTIVE DATE."™

BF IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-7-201y MCAs is amended to read:
®15-T-201. Legislative intent as--es ==__ valye _of

agrlcultural propertyes (1) Since the market wvalue of many

feorm agricultural properties is based upon specultative
purchases which do not reflect the productive capability of
farms a2gricultural.__laods it is the legislative intent that
bona fFide farm agricultural properties shall be classified
and assessed at a value that is exclusive of values
attributed to urban influences or spaculative purposess
(2)._Ip. determining ihe _classification _and _assessed
¥alue _of agricultural laods the depactmepnt.of revenue. shall
use_an_agssesskent_meihpdolpgy based unen. 3 capitalized _net
ingows. approachs exsepk that.irrigatad_)and wust be assessed
so0lely.- . upea__its__capitalized oet _income _walue for hay
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acoductione

13)..Ibe_gdepactgent_shall adopt_cules__ihat__specify _a
methedglogy _to be used. in tne calculakion of. assessed _value
for_agricultural lacd based on capitalized_net_ ipcomes™

NEW_SECTIUNe Section 2. Delayed effective dates (1)
Section 1 except the addition of subsection ({3} to
15-7-2014 is effective January 1, 1986,

{2} Subsection (3) of 15-T-201 is effective October is
1983» and rules adopted wunder 15~7-201(3) must be made
effective January 1, 1986,

~End-

THIRD READING
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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 :
Strlke remalnder 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 entlrety
Insert: "(2) Agricultural land shall be classified accord1ng to

5.

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 1land, 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 1mproved. ‘water distribution,
fertilizer, and land shaping that increase product1V1ty shall
not be used in determining assessed values."” :

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 BItL NDe 837

INTRODUCED BY MANUEL

A BYILL FOR AN ACT ENTITLED: *AN ACT SPECIFYING THAT THE
DEPARTHENT OF REVENUE MUST USE A EAPEFALEIZED-NEF-ENESME
MEFHBRBEE6Y LERTAIN _METHQD IN VALUATION OF AGRICULTURAL
LAND; PRBYIBENG~—AN-EXEEPFEAN-FBR-ERREGAFEB-EANBT-REQUIRENE
FHE-BERARFHENF-FO-ADOPT-RULESY AMENOING SECTION 15—7-201;

MCAa; AND PROVIDING A DELAYED EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1l Section 15-T-201ls MCAy is amended to reagd:
"]15-7-201. Legislative intent es--te =—-__ yalye _of

aqricultural property. {l]l Since the market walue of many

farm agricultural properties is based upon Speculative
purcnases which do not reflect the productive capability of
farms agricusltural_lagds it is the legislative intent that
bona fide #aem agricultural properties snall be cltassified
and a3ssessed at a value that is exclusive of values
attriduted to urban influences or speculative purposese
tet-—inzcdetermpining--the-—ciassificotion--aag-assesaey
yatue-gf-ngricutturni-iandy-the=departmentonforevenge-cahatd
u3s--on--Assessment-methodolnay=hazed-onon=a-canitatized-net
tocome-approachy except-that-irfigated=tond-auss-be-assesaesd

solelv--~upen--ita--capitadiped--nes-—-income-=yaige-cfar-chaoy
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productians
tit-—the-cdeparteent-—sheti--adopt-rukea-that-specify=-a

methodetogy-tocbe-used-fn-the-catcpiation-ef-azyassscd=~vaias

forcapricuitural=lans=based-on-copitaticed-netrincongy

12} . AGRICULTURAL _LAND SHALL BE_CLASSIFLIED ALCORDING TO
IIS._U5Es _WHICH. _CLASSIEICATIONS. SHALL_ENCLUOE BUT. 00T BE
LIMIFEQ ID_JBRIGATED USE. NONISRRIGATED USEs AND GRAZING USFa

£3)__WITHIN EACH CLASS: LANO SHAIL _SE__ASSESSEDC AT __A
YALUE_IHAT IS _EAXRLY DASED ON JTS ABILITIY 1O PRODUCEs TAKING
INID_CONSIDERAYION THE CILASSIFICATION SYSIEM_IN_EXISTENCE ON
LEEEECTIVE. . DATE _QFE__JYHIS. ACIls PROYIDEDs . HOWEVER: THE
DEPARTMENT _MAY _CONSOLIOATE IILLABLE IBRIGATED LAND CLASSESa
HITH_  _EBELALION IQ IRRIGATED LANDs MATER _CUSIS JHALL BE TAKEN
INIQ _CUNSIDERAILIGNs EXCEPI AT __NQ TIme MAY THE RESULTING
YALUE QF _IBRIGAIED. LAND_BE_REDUCED BELOH THE VALUE SUCH LAND
WOULD BAYE _IE XX _WERE. NOT IRRIGATEQ.

L2} _CARITAL COSIS SUCH_AS_IMPROYED WAIER OISTRIBUTION.
EEBLLLIZERs _AND. _LAND _SHAPING_ THAI._ _INCAEASE PRUOLUCTIVITY
SUALL_NOI_BE _USED _IN_DEIERMINING ASSESSED YALUESa"

NEM.SECTIIONe Section 2+ Delayed effective dates 313
Section ly-~exeept-—the--addition-—of--sabsection——{33--to
15-3-28%y is effective January ly 1984

t23-~5ubsertion-{3}-ef-35-F-Roi~i9-effective-teeober-iy
$1963v-ond-rotes-~adopted-~under--15=-3-281{3)~~must——pe~-nade

effecrive-danuary-ty-1986e
-End-
-2 - HB &37

REFERENCE BILL



