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INTRODUCED BY 

REFER lll 
TAMTIM 

A BILL FOR AN ACT ENTITLED: 11 AN ACT CHANGTNq THE METHOD OF 

VALUING AND ASSESSING CERTAIN FEDERALLY PROTECTED PROPERTIES 

FOR TAXABLE YEARS 1986 THROUGH 1991; AMENDING SECTION 

15-6-145, MCA; AND PROVIDING A RETROACTIVE APPLICABILITY 

DATE AND AN IMMEDIATE EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE SrATE OF MONTANA: 

Section l. Section 15-6-145, MCA, is amended to read: 

ftl5-6-145. Class fifteen property description 

taxable percentage. (1) Class fifteen property includes: 

(a) all railroad transportation property as described 

in the Railroad Revitalization and Regulatory Reform Act of 

1976 as it read on January 1, 1986; and 

(b} all airline ~ransportation property as d~scribed 

in the Tax Equity and Fiscal Responsibility Act of 1982 as 

it read on January 1, 1986. 

(2) {a) For taxable years 1986 through 1991: 

( i) the maximum percentage rate "R" hldY not exceed 

12%; and 

(ii) the percentage rate 11 R 11 must~~ rnul~i...e.!.i~by_ 70% 

!_~ taxable year 1986 and 75\ for taxable year:=;_l987 --~-~uougl! 

1991, prior to its application to proper~~~cribe~ .~r.!. 
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subsection 111~ 

t~tlEl For the taxable year beginning January 1, ±986 

1992, and for each taxable year thereafter, class fifteen 

property is taxed at the percentage rate 11 R'', to be 

determined by the department as provided in subsection (3). 

(3) R = A/B whereo 

(a) A is the total statewide taxable value of all 

commercial property as commercial property is described in 

15-l~lQl(l)(d), including class 1 and class 2 property; and 

(b) B is the total statewide market value of all 

commercial property as commercial property is described 1n 

15-1-lOl(l)(d), including class 1 and class 2 property. 

(4) (a) For the taxable yea~ beginning January 1, ~986 

1992, and for every taxable year thereafter, the department 

shall conduct a sales assessment ratio study of all 

commercial and industrial real property and improvements. 

The study must be based on: 

(i) assessments of such property as of January 

the year for which the study is being conducted; and 

of 

(ii) a statistically valid sample of sales using data 

from realty transfer certificates filed during the same 

taxable year or from the im~· diately preceding taxable year, 

but only if a suffici~~t number of certificates is 

unavailable from the current taxable year to provide a 

statistically valid sample. 
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(b) The department shall determine the value-weighted 

mean sales assessment ratio 11 M." for all such property and 

reduce the taxable value of property described in subsection 

(4} only, by multiplying the total statewide taxable value 

of property described in subsection (4} by· "M" prior to 

calculating ''A'' in subsection (3). 

(c) The adjustment referred to in subsection (4)(b} 

will be made beginning January 1, 1986 !2~~, and in each 

subsequent tax year to equalize the railroad and airline 

taxable values. 

(5) For the purpose of complying with the Railroad 

12 Revitalization and Regulatory Reform Act of 1976 and the Tax 

13 Equity and Fiscal Responsibility Act of 1982, as they read 

14 on January 1, 1986, the rate nR'' referred to in this section 

15 is the equalized average tax rate generally applicable to 

16 commercial and industrial property as commercial property is 

17 defined in 15-l-lOl(l)(d}." 

18 NEW SECTION. Section 2. Valuation using depreciation 

19 accounting methods. In valuing railroads, the department may 

20 phase in the depreciation accounting method as defined in 

21 Interstate Commerce Commission Order No. 36988, "Alternative 

22 Methods of Accounting for Railroad Track Structures", in an 

23 orderly fashion so that the method is fully utilized 1n 

24 1991. 

25 NEW SECTION. Section 3. Extension of authority. Any 
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existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 4. Retroactive applicability 

date. Sections 1 through 3 apply retroactively, ~ithin the 

meaning of 1-2-109, to all tax years beginning on or after 

January 1, 1986. 

NEW SECTION. Section 5, Effective date. This act is 

effective on passage and approval. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB008 , Version: as introduced. 

DESCRIPITON OF PROPOSED LEGISLATION: 
An act reducing the tax rate applicable to Class 15 property. 

ASSUMPTIONS: 
1) The tax rate applicable under current law to Class 15 property is estimated to be: 

Tax Year 
1986 
1987 
1988 
1989 
1990 
1991 

Rate 
14.00% 
12.05 
11.90 
11.69 
11.42 
11.34 

Sales Ratio 
80% 
75% 
70% 
65% 
60% 
55% 

These estimates reflect the required calculations contained in Section 15-6-145 and forecasts for net and gross 
proceed values estimated by OBPP. Further, the applicable tax rates assume that sales ratios for commercial 
property decline in 5 percent increments each year. 

2) The system values of airlines remain constant at 1985 levels of $32.141 million. The system values of 
railroads is $3.5 billion in tax year 1986 and increases $120 million per year reflecting changes in depreciation 
accounting. This assumption applies to both current and proposed calculations. 

3) Montana's allocation factor for railroads is assumed constant at 14.13% of railroad system values. 

4) Average mill levies are assumed to be constant and are 240 mills for railroads and 333 mills for airlines. 
University and school foundation program levies are assumed constant at 6 and 45 mills, respectively. 

1u.J l/td~ J/u/tf:. 
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5) The proposed legislation establishes a 12 percent tax rate. To this is applied a 70% factor in tax year 1986 
and a 75% factor in tax years 1987-1991. 

6) Protested tax payments from airlines for tax years 1982 through 1985 of approximately $4,157,900 will be 
released. Approximately 30% or $1,175,270 will revert to the airlines; $2,982,630 is distributed to various taxing 
jurisdictions. 

RELATION TO EXECUTIVE REVENUE ESTIMATE: 
The estimated impact for FY 1987 is based on the most recent information available. If the post-session revenue 
estimate assumptions were used for current law, the total impact for FY 1987 would be reduced from a loss of $6.609 
million to a loss of $2.543 million. When the airline protested taxes are included, the net effect of the proposed 
legislation is a gain of $440,000. 

If the proposed legislation is not passed, it is assumed that both the railroads and airlines would pay property 
taxes under protest. In this case, none of the funds would be available for expenditure in FY 1987. This would 
reduce FY 1987 revenues by the total anticipated property taxes due. 

FISCAL IMPACT: 
The attached tables provide a summary of the fiscal impact of the proposal for the next two bienniums. The tables 
provide estimates for railroads, airlines, and Class 15 property totals. 
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB008 , Version: as introduced. 
as corrected 

DESCRIPITON OF PROPOSED LEGISLATION: 
An act reducing the tax rate applicable to Class 15 property. 

ASSUMPTIONS: 
1) The tax rate applicable under current law to Class 15 property is estimated to be: 

Tax Year 
1986 
1987 
1988 
1989 
1990 
1991 

Rate 
14.00% 
12.05 
11.90 
11.69 
11.42 
11.34 

Sales Ratio 
80% 
75% 
70% 
65% 
60% 
55% 

These estimates reflect the required calculations contained in Section 15-6-145 and forecasts for net and gross 
proceed values estimated by OBPP. Further, the applicable tax rates assume that sales ratios for commercial 
property decline in 5 percent increments each year. 

2) The system values of airlines remain constant at 1985 levels of $32.141 million. The system values of 
railroads is $3.5 billion in tax year 1986 and increases $120 million per year reflecting changes in depreciation 
accounting. This assumption applies to both current and proposed calculations. 

3) Montana's allocation factor for railroads is assumed constant at 14.13% of railroad system values. 

4) Average mill levies are assumed to be c~nstant and are 240 mills for railroads and 333 mills for airlines. 
University and school foundation program levies are assumed constant at 6 and 45 mills, respectively. 
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Fiscal Note for SB008 
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5) The proposed legislation establishes a 12 percent tax rate to railroads and airlines. For railroads a 
707. factor is applied in tax year 1986 and a 75% factor in tax years 1987-1991. 

6) Protested tax payments from airlines for tax years 1982 through 1985 of approximately $4,157,900 will be 
released. Approximately 30% or $1,175,270 will revert to the airlines; $2,982,630 is distributed to various taxing 
jurisdictions. 

RELATION TO EXECUTIVE REVENUE ESTIMATE: 
The estimated impact for FY 1987 is based on the most recent information available. If the post-session revenue 
estimate assumptions were used for current law, the total impact for FY 1987 would be reduced from a loss of $6.224 
million to a loss of $2.543 million. When the airline protested taxes are included, the net effect of the proposed 
legislation is a gain of $440,000. 

If the proposed legislation is not passed, it is assumed that both the railroads and airlines would pay property 
taxes under protest. In this case, none of the funds would be available for expenditure in FY 1987. This would 
reduce FY 1987 revenues by the total anticipated property taxes due. 

FISCAL IMPACT: 
The attached tables provide a summary of the fiscal impact of the proposal for the next two bienniums. The tables 
provide estimates for railroads, airlines, and Class 15 property totals. 
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