SENATE BILL NO. 360

Introduced: 02/04/83
Referred to Committee on Taxation: 02/04/83

Hearing: 2/15/83
Report: 02/26/83, Do Not Pass. Report Adopted.

Motion to Reconsider Action: 3/1/83

Rereferred to Committee on Taxation: 3/1/83
Died in Committee.
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facz L e B D
A BIL. FOR AN ACT ENTITLED: ™aN ACT ALLOWING SURFACE OWMERS
TO DBTAIN DORMANT AND UNCLATMED SEVERED MINERAL INTERESTS;
RFGQUIZING THE FILING AND ANNUAL REGISTRATION OF SEVERED
MINERLL INTERESTS ANU PAYMENT OF A FEE THEREFOR; PROVIDING
FOR  EXCEPTIONS TO  THE  REQUIREMENT  FOR PAYMENT OF
REGISTRATION FFES; PROVIDING FOR ADVERSE POSSESSION OF
UNFILFJ AMD UMNREGISTERED MINERAL INTERESTS; ABOLISHING THE

TAX ON THE RIGHT OF ENTRY; AMENDING StCTIONS 15-6-131,
15-6-201¢ 15-8-111ls T0-19-411s AND TO-2B-109s HCA."

BE IT EMACTED S8Y THE LEGISLATURE OF THE STATE UF MONTANA:
SEW_SECTICNg, Section 1. Severed mineral interests --
Vegistative findings and declaration of purposes (1) The
legistature finds that the <creation of severed mineratl
interssts has been a frequent occurrence throughout the
nistory of this state. The Jegislature further finds that
because of the increasing frequency of the creation of
severead mineral interests, the ownership of severed mineral
interssts throuqghout the state is becoming more ebscured and
fractionalired with the passage of times This obscure and
fractionalizad aanership often makes it difficult to

identify and locate the owners cf severed mineral interestse
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thus impairing the development of this state®s mineral
deposits in a period of increasing demand for the
development of new mineral sourcese The legislature further
finds that the owners of severed mineral interests do not
now contribute revenue to the costs of legal recognition of
severed mineral interests or toward the qeneral operating
costs of dovernmente

(2) The purpose of [sections 1 through S5} is to
identify and ctarify the ownership of severed wmineral
interastss to lavy a fee on the privilege of maintaining a
severed mineral interest separate from the surface
interestses and to provide for vasting title to dormant and
unclaimed mineral interests in the ownar of the surface
which averlies the mineral interestse.

35!-55&11&&. Section 2+ Severed mineral interest to
be filed and registered annualliy. (1) Any person claiming to
oWwn a severed mineral interest must file the interesty on a
form oravided by the county for that purposes with the
clark and recorder of the county in which the land overlying
the s>vered mineral interest claimed is situated. TYhe form
Aust ha made available by the county clerk And recorder upon
request and must include:

(a) the name and address of the owner of the severed
wineral interest;

(b} the number of mineral acres owned in that county;
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{c} a lenal description of each mineral interest and
the fractional ownership claimed in each parcel; and

(d) a description of the instrumenty including the
book and page of the index where the instrument may be
iocateds by which the mineral interest was severed from the
surface and the chain of title owners of the interest
througn which the person filing the form claims ownershipe

(2) Except as provided in [section 3]y every owner of
a severed mineral interesty except the state of Montanas
shall pay to the <county clerk and recorder an annual
reglstratlon fee of 25 cents per mineral acres with a
minimum annual fee of $10s in each county in which a mineral
interest is claimeds The annual fee must be paid on or
before July 3¢ of each vears

(3} The county clerk and recorder shal! keep a record
of al)l fees paid and hy whom paide If the mineral interest
has been filedy annual registration fees not paia are
considered delinquent. The owner of a severed mineral
interest may pay delinguent fees at any time.

{4) The filing and annual registration fees collected
pursuant to this section must he deposited to the credit of
the general fund of the county In which they were collected.

dEW_SECIIONa Section 3. Limitation on annual
reqistration fees. Any person owning a mineral interest on

Octobar 1y 1983y who files that interest in accordance with
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(section 2] before October 1y 19%%s and at the time of
filtino pays a one-time fae of 50 cents per mineral acres is
forever exempt from payment of the annual registration fees
Howevery no one person may claim an exemption under this
section for any interest in excess of 20,000 mineral acres
in the entire states If a person owns more than 20,000
mineral acress he may choose the mineral acres to which the
exemotion will apply. The mineral acres exempted or to be
exempted under this section must be designated by the owner
of thnse acres on a form provided for that purpose by the
departament of revenue and filed with the clerk and recorder
of the county in which the acres are located and with the
department of revenue. An exemption claimed for any acreage
exceeding that allowed by this section must be disallowed by
the rAepartmenty which shall inform the owner and the
appropriate county clerk and recorder of sucnhn disallowance.

MEW_SECTI0ONe Section 4. County not requirea to
determine ownership of severed mineral interests =-- filing
by surface ownere A county is not required to conduct a
title search to determine the owner of a severed mineral
interest for any tract of tand within the countye If no
perscl has filed a severed mineral interest as required by
fsection 2] by dctober 1y 1983y or 5 years prior to the
filino by the surface owner under [section 5} the surface

awner wmay pay the annualt registration fee for the past 5
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years and must file a notice setting forth as much
infarnation concerning the chain of title and current
ownership as a diligent title search and resasonably thorough
ssarch for lost or missing helirs or owners would produce.
The sgzarch oar searches may not be conducted at the expense
of the county and may not be charged to the owner of the
severed mineral interestsa

NEW_SECTIIONS Section S.  Adverse possession of a
severed mineral interest. (l) Adverse possession of a
severaed wmineral interest may be establ ished by ownershipys
directly or throuadh proper. conveyancey of the surface
overlying the mineral interest for 5 years continuously
after Gctober 1y 19234 if the owner of the severed mineral
intarsst has not:

(a) filed the wineral interest pursuant to [section
271 or

{9) paid the annual registration fee or registered the
interest and acreage pursuant to [section Z or 3] within the
5-year period and the surface owner has:

ti} filed the notice of severed mineral interest
provided in {section 4}; and

(ii) paid the annual registration fee for the 5 years
next oreceding the filing of an action for Adverse
prssessions

{2) Ownership of the surface is actualy feasibley
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exclusives hostiley and continuous possession of the severed
mineral interest if the severed mineral interest nas not
been recorded pursuant to [section 2 or 2] or if the annual
registration fee has teen paid or reaistration statement
pdrsuant to {[section 2 or 3] has been filed by the surface
owner rather than by the owner of the severed wsineral
interast.

{3) The oprovisions of Title 70y chapter 19y part 4e
apply rto a claim of adverse possession of a severed ®mineral
interaste

(4) An action for quieting title to a severed mineral
inter2st may be brougﬁt under the provisions of Title 70,
chanter 23a.

Tection 6. Section 15-6-131y MCAs is amended to read:

"15-6-131s Class one property -- description —
taxahl e percentages (1} Class one property includest

toafy-—the—~riapt--of-—entry-~thae--is-—a--proserty-rrght
reserryed-+n-tand-or-received-hy-mesne-conveyance-—texciusive
of-tensehctd-tntereststry-deviyer-or-succession-to-enter—tand
whose-surface-titte-ta-hetd-by-annther-ta-axplorey=-praspecty
or-dio-for-ottr-gray—coaiv-or-mineratat-ond

+n¥ the annual net proceads of all mines and mining
clains except coal and metal minese.

{2}y Class one property is taxed as—€sliowst

tny--Property-deseribed-fn-trabsection-ftiytay-—is-~taxed

-5~



10
11
12
13
14
is
16
i7
18
19
20
21
2z
23
24

25

LC 0224701

st-1834-of-jits-market-vataey-as—determined-by-the-deparement
of-revenaes

te¥-—Froperty-—descriped——in-snhsection-{fitibi—-iv-toaxed
at 100% of its annual net proceeds after deducting the
expenses specified and allowed by 15-23-5D3.44

Saction 7. Section 15-6-201y MCAy is amended to read:

n15-6-201le Exempt categories. (L) The fallowing
categories of property are exempt from taxations

(a) the property of:

(i} the United Statesy, the statey countiesy citiesy
townsy school districts;

(il) irrigation districts organized under the laws of
Montana and not operating faor profit;

{iii) municipal corporations; and

(iv) public librarles;

fb) buildingssy with 1land they occupy and furnishings
thereiny owned by a church and wused for actual reljgious
worship or for residences of the clergys together with
adjacant land reascgnably necessary for convenient use of
such builtdings;

{c) preperty used exclusively for agricultural and
hortizultural societiess for educational purposess and for
hospi-als;

{d} property that meets the following conditions:

(i) is owned and held by any association or
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corpor ation organized under Title 35, chapter 2y 3y 20s or
213

{ii) is devoted exclusively to use in connection with a
cemetary or cemeteries for which a permanent care and
improvement fund has been established as provided Ffor in
Title 35y chapter 20y part 3; and

riii) is not maintained and operates for srivate or
corporate prafit;

(e) institutions of purely public charity;

(f) evidence of debt secured by mortgages of record
upon real or personal property in the state of Montana;

{4) public art galleries and public observatories not
used or held for private or corporate profit;

fh) atll household goods and furnitures including bput
not limited to clocksy musical instrumentss sewing machiness
ang wearing apparei of members of the family, used by the
owner for personal and domestic purposes or for furnishing
or equipping the family residence;

{i) a truck canopy cover or topper weiqghing less than
300 pounds and having no Aaccommodations attachede Such
property is also exempt from the fee in lieu of taxs

(jy a bicycles as defined in 61-i-123y used by the
owner for personal transportation purposes; amd

tk} automobiles and trucks having a rated capacity of

three-quarters of a ton or lessweji_and
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(l)__the_ right _of _eolry _that_ _is.__a__propecty right
cesecyad_lo lapd.or.received by mesne_gooveyance. . _fexclusive
of leasz2peld_ipterests)s devises or succession_to soter lang
whosp. _surface _title. .is_peld Dy angther for_the purposeg of
gxplorings_prospectinga_or_digging for oils _gass. _C03ls _oOC
minsralss

2y (a) The term "institutions of purely public
charity* includes orqganizations oWning and operating
facilities for the care of <the retired or aged or
chronically i1ly which are not opera;ed for gain or profite

() The terms “public art galleries®™ and "public
observatories” include only those art galleries and
cbservatories, whether of public or private ownershipy that
are open to the public without charge at all reasonable
hours and are used for the purpose of education onlya

(3) The fellowing portions of the appraised value of a
capital investpent rmade after January ls 1979y in A
racagnized ronfossil form of‘enerqy generations as defined
in 15-32-102, are exempt from taxation for a period of 10
years following installation of the property:

{a) $20+000 in the case of a single family residential
dwelling;

{b) $100+000 in the case of a multifamily residentiatl
dwellinag or a nonresidential structure.”

Spction B8« Section 15-8-111e MCAe is amended to read:
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"15-8-111. Assessment =~ market value standard =~
exceytionss (1) Al taxable property must be assessed at
100% of its market value except as provided in subsection
{5) of this section and in 15-7-111 through 15-T-114. .

{2} [a) tarket value is 'the value at which property
would change hands between a willing buyer and a willing
sellery neither beinc under any compulsion to buy or to sell
and poth having reasonable knowledge of relevant factse

{b) The market value of all motor trucks; aqricultural
toclsy implementsy and machinery; and vehicles of all kindsse
including but not limited to motorcyclesy aircrafty, and
boats and all watarcraft, is the average wholesale value
shown in national appraisal guides and manuals or the value
of tn: vehicle before reconditioning and profit margin. The
department of revenue shall prepare valuation schedules
showing the average wholesale value when no national
aopraisal guide existss

{3) The department of revenus or its agents may not
adopt a lower or different standard of value from market
value in makingy the official assessment and appraisal of the
value of prooerty in subsazction {1){(a} of 15-6-131 and
15-&-134 throuan 15-6-140. For Dpuarposes of taxations
assesc2d value is the same 3s appraised values

{+) The taxable wvalue for all property in sabassstion

tttmt-of-£5-6-33+-and classes four through eleven is the

-10~
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percentage of market vwvalue established for each class of
property in subsection (2){a) of '15-6-131 and 15-6-13%
throunn 15-6-14l.

{5) The assessed value of properties in subsection
(L)ib} of 15-6~131y 15-6-1324 and 15-6-133 s as follows:

{3} Properties in subsSection (l)({b) of 15-6-131, under
class ane» are assessed at 10nX of the annual net proceeds
after deductingd the expenses specified ang allowed by
15=23-5303.

{(b) Properties in 15-6-132 under class twoe are
assessaed at 100% of the annual gross proceeds.

{¢c) Properties in 15-6-133y under class threes are
assessed at 100X of the productive capacity of the lands
when valued for agricultural purposes. A1} lands that meet.
the qualifications of 15-~T-202 are valued as agricultural
lands for tax purposesas

(63 Land and the improvements thereon are separately
assessed when any of the following conditions cecur?

{2) ownership of the improvements is different from
ounersn?g of the land;

{h) the taxpaver makes a writhten request] or

{c) the 1land is ocutside an incorporated city or towne

(7) The taxable value of all property in subsection
(1}{p) of 15-6-131 and classes two and three is the

percentage of assessed value established in 15-8-131(2)(b)y
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15-6-132s and 15-6-133 for each class of propertya.®

Section 9. Section T0-19-411s MCA, is amended to read:

"Ta=-19-411l. Occupancy and payment of taxes necessary
to prove adverse possessions [l) In no case shedd gpay
ardverse pessesstemns pDOSSESSion be constdered estanlished
under this code unless it shali-pe j5 shown that the 1lang
has 1eeh occupied and c¢Yaimed for a period of S5 years
continuously and the party or personss their predecessarss
and grantors have during such period paid atl the taxese
states countyy or municipals whiéel fthat bave been legally
levied and assessed upon sad+d the lande

f2)._A. claimapt__under.. [secticn Sl .need_not _have_paid
taxes_en-the rpipatals.io. establish adyerse_possession of _a
severed._nipecal_interest«"

Saction 10. Section TO0-28-10%¢ MCAsy is amended to
read: N
*"70-28-10%9« Who bound by judgments (l] Every person
made a defendant to such action by name and every unknown
claimant or possihle claimant upon whom service has been
made by publications in accordance with Rule 49 MeReliVePay
ang w0 has not appeared in such act}on shall be bound by
the judgment or decree entered in such actions subject to
the right of any such defendants to'apply for relief in any
manner -~ provided by the statutes applicable te the case of a

defaulting defendant served only by publicatione

-12-
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12)__dithin_ 60 days_after_seryice of ngtice _tao. _pamed
gefendaots__or withjio 60 _days.afrer the first publication of
the_summens__with regard to persans. served. by publicatiop or
mighin_2_reasgpagle period prior fo final. _judgment .as__the
court _may_ _allows._a__person. _owWoing. or Claiming a minsral
interest to which plaiotiff _bas_ . commenced _a__guiet  title
actian _may.._2ppear. —and_make himself a party_to the actione
1o prder_to _defeat_ _the _actions _tbe _defendant__need__ooly
aepear._agd_present _eyidepce of his owoership-of the minecal
interest_in_gQuestign aond_evidence.that the . fees have _peep
paid__or._statement_ requicred _Ry. [section 2 or 3} Dpas been
fileds

L3)__1f _the plaintiff has_paid _the fees _cequicted . by
{section —2Ja_the defepdant mpust reimburse the plaintiff for
the_fees_paid plus_interest at_the rate of 10% ner yeare®

NEH_SECTI0N. Section 11a Severabilictys If a part of
this act is invalids all valid parts that are severable from
the invalid part remain in effecte If a part of this act is
invalida in one or more of its applicationss the part reﬁains
in eaffect in all wvalid applications that are severable from
the iavalid applications.

-gnd-
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STATE OF MONTANA

40-8
REQUEST NO. 3 3
FISCAL NOTE '
Form BD-15
n compliance with a written request received February 7, , 19 _83_  there is hereby submitted a Fiscal Note

or Senate Bill 360

pursuant to Title 5, Chapter 4, Part 2 ot the Montana Code Annotated (MCA).

3ackground 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:

Senate Bill 360 allows surface owners to obtain dormant and unclaimed severed mineral
interests; requires the filing and annual registration of severed mineral interests

and payment of a fee therefore; provides for exceptions to the requirement for

payment of registration fees; provides for adverse possession of unfiled and unregistered
mineral interests; and abolishes the tax on the right of entry.

ASSUMPTIONS:

1)  Approximately 2,428,000 acres are under reserve right-of-entry, as reported by
county assessors for FY 82, and the assessed value of this property is approximately

$.66 per acre.

2)  The proposed law requires "every owner of a severed mineral interest" to pay an

annual registration fee:

net known.

The number of owners of severed mineral interests is

3) The average county levy is 220.58 mills.

FISCAL IMPACT:

Cniversity System Levy
Under Current Taw
Under Proposed Law
Estimated Decrease

School Foundation Levy
Under Current Law
Under Proposed Law
Estimated Decrease

TOTAL REVENLE
Under Current Law
Under Propused Law
Estimated Decrease

FY 84 FY 85

§ 9,598 $ 9,598
-0~ -0-

$§ (9,598) $ (9,598)

$ 63,988 5 63,988
..0.. -0-
$ (63,988) § (63,988)
§ 73,586 § 73,586
-0.- _0-
§ (73,586) Lm 73,586) e
}uLA4£> »W\

Continued BUDGET DIRECTOR
‘ Office of Budget and Program Planning

Date: __ L2~ !\‘“Sj




EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES:

FY 84 FY 85
Under Current Law § 279,278 § 279,278
Under Proposed Law Undetermined Undetermined

COMMENT :

County revenue probably would increase, but the size of the increase cannot be
determined. |

FISCAL NOTE 12:5/2
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