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INTRODUCED BY

A BILL FOR AN ACT ENTITLED: "AN ACT CHANGING THE METHOD OF
VALUING AND ASSESSING CERTAIN FEDERALLY PROTECTED PROPERTIES
FOR TAXABLE YEARS 1986 THROUGH 1591; 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 STATE OF MONTANA:
Section 1. Section 15-6-14%, MCA, is amended to read:
"15-6-145. Class [ifteen property -- description -~

taxable percentage. (1) Class fifteen property includes:
fay all railroad transportation property as described

in the Railroad Revitalization and Regulatory Reform Act of

1876 as it read on January 1, 1986; and
{b} all airline *“ransportation property as desc:ibed

in the Tax Equity and FPiscal 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" way not exceed

12%; and

(ii) the percentage rate "R" must be mulriplied by 70%

Eor taxable vear 1986 and 75% for taxable years 1987 through

1991, prior to its application to property described in
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subsection (1)(a).

£2¥({b)} For the taxable year beginning January 1, %986
1992, and for each taxable year thereafter, class fifteen
property is taxed at the percentage rate “"R", to be
determined by the department as provided in subsecticon (3).

(3) R = A/B where:

ta) A is the total statewide taxable value of all
commercial property as commercial property is described in
15-1-101(1)(d), including class 1 and class 2 property; and

(b) B is the total statewide market wvalue of all
commercial property as commercial property is described in
15-1-101(1)(d}, including class 1 and class 2 property.

{4) (a} For the taxable year beginning January 1, %86
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 1 of
the year for which the study is being conducted; and

{ii) a statistically wvalid sample of sales using data
from realty transfer certificates filed during the same
taxable year or from the imm- diately preceding taxable year,
but only if a sufficieit number of certificates is
unavailable from the current taxable vyear to provide a

statistically valid sample.
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{b) The department shall determine the value-weighted
mean sales assessment ratic "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 teo in subsection (4){b)
will be made beginning January 1, %86 1992, and in each
subsequent tax year to equalize the railroad and airline
taxable values.

[5) For the purpose of complying with the Railroad
Revitalization and Reqgulatory Reform Act of 1976 and the Tax
Equity and Fiscal Respcnsibility Act of 19B2, as they read
on January 1, 1986, the rate "R" referred to in this section
is the equalized average tax rate generally applicable to
commercial and industrial property as commercial property is
defined in 15-1-101(1)(d)."

NEW SECTION. Section 2. Valuation wusing depreciation
accounting methods. In valuing railroads, the department may
phase in the depreciation accounting methcd as defined in
Interstate Commerce Commission Order MNe. 36988, "Alternative
Methods of Accounting Eor Railroad Track Structures", in an
orderly fashicn so that the method is fully utilized in
1991.

NEW SECTION. Section 3. Extension of authority. Any

-3_
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existing authority of ﬁhe 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, within the
meaning of 1-2-109, to all tax years beginning on or aftrer
January 1, 1986,

NEW SECTION. Section 5. Effective date. This act is
effective on passage and approval.

-End-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SBOG8 , 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 Rate Sales Ratio
1986 14.007 80%
1987 12.05 75%
1988 11.90 707
1989 11.69 657
1990 11.42 60%
1991 11.34 557

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 & and 45 mills, respectively.
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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 tc 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.




"FLGURES IN THOUSANDS

Ratiroads :
Tax Fiscal
Year Year
1111 1987
1987 1968
1948 1989
1989 199¢
1490 1991
14991 1992
Airlines
Tax Fiscal
Year  Year
1885 1987
1110 1388
1948 1949
1919 1990
1990 189
1991 1992
Tetals
Tax Fiscal
Year  Yeur
19386 1947
1947 1988
1988 1988
191§ 1990
1999 1991
1991 1992

Released Protest Fundy

Tax Fiscal
Year  Year
1586 1947

Net tepael

Tax Fiscal
Year  Year
1986 1937

CURRENT

Tax Taxable  Total Uaiv,
Rate Yalee Tax 6 Nijls
13 69,231 16,617 48
12.65% 61,638 14,19] 30
11, 40% B2,987 15,49} 117
11.69% 63,759 15,302 n
11.42% 81,223 15,41 i1 ¥
11.34% 65,898 15 767 39

CURRENT

Tax Taxshle Tola} Uiy
Rate Yalue Tax 6 Ml
14, 00% 500 1 008 i
12.85% 3,87 1,290 23
11.90% 3,825 1,218 K]
11.6%% 3,181 1,26% 13
11.42% .80 1,22 22
11, 34% 3,645 1210 1Y
CURRENT

Tavable  Tolwd Uniy
Vatue Tax § Mills
13,737 13,116 "2
65,508 16,083 19}
66,712 16,387 {00
67,516 16,858] 1
§7.08% 16,638 107
68,341 14,488 1]

CURREKT

Tazable Toial Univ
Vilue Tax 6 Nills
b 9

CURRENT

Tarable  Total Yniv.
Yalye Tax 6 Mills
15,114 o\

Found . boe. Gov. Taxable Total
5 Hills Tax Value Tax
i, 118 13,088 44,200 10,608
2,14 11,649 46,036 11,049
1,830 11,438 7,562 11,415
2,068 12,051 19,088 11,781
2,490 12,138 50,604 12,141
2,456 12,407 2,140 12,40
Found. Loc. Bov. Taxable Total
5 Witls Tax Yilue Tax
203 1,269 2,700 194
i 1,092 .M L1
172 1,079 .49 383
169 1,059 1,493 863
165 1,038 2,881 963
164 1,023 1,891 963
Fousgd. Loc. Bov. Taxable Totat
k5 Miils Tax Yilue Tax
3,319 1,155 §6,900 11,507
7,848 12,741 13,929 12,013
.40 1,985 50,485 12,378
3,008 13,10 51,981 12,744
3,985 13,173 53,507 13,110
3,120 IFRLE] 55,031 13,40
Faund . Lot Gov. Tarabie  Tolal
3 Wit)s Tax Valtue Tax
) 0 2,91
Found. Loc. Gov. Tavable Tota}
£5 Rills Tax Valye Tax
1,118 14,355 14§99

PROPOSED

Univ.
§ Wills

268
i
185
195
304
n

PROPOSED

Unir,
Sty

PROPOSED

Univ.

b Nills
M
141
82
32

N
110

PROPOSED

Univ.
6 Mills

L]

PROPOSED

Univ.
b Mil)s

315

DIFFERERCE
Fousd. loc. Gov. Tolat Uary. Found
5 Milts Tax Tax B Ml 15 Myt
1,489 5,354 t6, 6093 {150 (1,521}
2,012 .10 (3,745) (94) (re)
2,140 8,989 {3,878) {92) (430}
2,209 4,274 (3,521) £ 13! T§60)
2,78 §,566 (3,287) {81 I
2,18 9,454 £3,253) {s1}) (810}
DIFFERENCE
Fousd. Lot Gov. Tolal Uain. Found.
5 Mills Tax Tax 6 Miltsy A5 Mids
122 161 {600) 1) 3
130 416 {31 (8} (1)
130 L (3n €3} 12
130 11 (213} (8) (19)
130 131 {159) (5 (15
130 (R 25 (5 (1)
DIFFERENCE
Fourd Loc. Gar. Total Uaiy. Found
iS5 Wills Tax Tax I3 IRRE I L TREEY
. 8.11% (6,609) 1161} {(1,210p)
3,002 9,411 (4,071) (109} (74851
2,210 8,408 {3,984} (981 tH
1,138 19,094 {3,809) (94} (£99)
2,408 10,182 {3,526) (88} [641)
2,476 10,674 {3,5¢4) (88) (§40)
DIFFERENCE
Found. Loc. Gov. Tolal Uare. Found .
45 Mills Tyr Tax BMilly 45 Wil
193 1,528 2,481 1] 163
DIFFERENCE
Found. Lot Gov. Totel Univ. Foynd
(5 ¥itts Tax Tarx 6 Mills 45 Matls
2,50 11,643 {31,626) {1 (405

Lot Gov.
Tax

t4,132)
(.94}
(2,841
(.11
(2,872)
{2,583)

Lae. Gov.
Tax

(448)
(i)
(261)
1243}
i219)
(218

Loc. Geor.
Tar

(5,240)
(3,029
{3,160)
{3,418)
(2,141
{2.115)

Loc. Gor.
Tax

2,526

lot. Gov.
Tax

(2,110)



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for _SBO08 , Version:_as introduced.

as corrected

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

ASSUMPTIONS:
1) The tax rate applicable under current law to Class 15 property is estimated to be:
Tax Year Rate Sales Ratio
1986 14.00% 80%
1987 12.05 757
1988 11.90 707
1989 11.69 657
1990 11.42 607
1991 11.34 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 calculaticns.

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 crnstant 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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5) The proposed legislation establishes a 12 percent tax rate to railroads and airlines. For railroads a
70% 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 30Z or $1,175,270 will revert to the airlines; $2,982,630 is distributed to various taxing
jurisdictions.

RELATION TQ 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 railrocads 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.




Figures in Thousands

Raitrpads :

Tav Fitea!
Year Y
1948 1087
1947 1983
1938 1989
1989 1590
1984 1991
1991 1992

Mrliees

Tax Fiscal
Teur  Yer
1884 1981
1947 1988
1948 1984
1988 1944
1998 1991
194 1941

Totaty :

Tax Fiseal
Year  Yeqr
1448 1987
1y 1933
1948 1983

1988 199
1490 1981
Wi 1992

Released Protest Fuads -

Tax Fiseal
Teur  Year
1886 1987

Nel Tmpact

Tax Figeal
Year  Yeur
1486 1987

CURRENT

Tax Tarabte  Tolal Univ.
Rate Valge Tax 6 Wil
14.40% 64,237 14,611 415
12 09% 61,638 14,7191 3N
11.90% §2,887 15,083 m
11.69% §3,759 15,302 3
11.42% 84,221 15,414 385
11.34% 85,696 15,787 3%

CURRENT

Tax Tarsbie  Tolal Univ.
Rate Valee Tax § Witls
14 40% 4,500 1,498 H
12.05% 3,87 1,290 )
11.80% 3.8 1 23
i1.89% 1,181 1,251 13
142% N 1R 1,122 21
11.3% L6845 12U 2

CURRENT

Taxable Tolw! Unar.
Value Tax §Mills
13,031 1,118 "2
§5,509 1%, 08) 39
B, 71} 16,367 100
67,516 14,55} ko6
67,894 15,638 107
§9.341 16,981 e

CURRENT

Taxabte  Tolal Univw.
Valne Tax § Nilly
] [}

CURRENT

Taxabte  Tolal Univ.
Vilye Tax L IRRK
13,116 e

Found. toc. Bov. Taxadte  Total
5 Wil Tax Vitue Tax
3,118 11,086 44,200 10,608
2,114 11,649 46,036 11,008
2,33 11,886 17,562 11,415
2,369 12,051 £9,086 11,781
1,880 12,138 80,680 12,147
2,958 1,01 3,180 12,504
Found. loc. Gov. Taxable Total
5 Wills Tax Yihue Tax
203 1,269 LY 1,00
IR} t,092 1,457 1,284
172 1,078 1,851 1,281
169 1,059 1,851 1,204
1858 1,035 3,857 1,08
164 1,028 1,481 1,20
Fousgd. toc Gov. Tatable Totai
S Rills Tax Vilge Tax
1,319 14,355 43,057 11,892
2,4880 13,144 19,893 12,303
3,002 12,965 51,09 12,690
1,008 13,110 SE.945 13,088
1,088 13,11 ST 13,40
3,120 13,448 55,987 13,191
Foued. Loc. Govw. Tavabier  Tolal
15 Mg Tax Vilge Tax
(] L] 2,983
Faynd . Loe Gov. Texsbie Total
19 TRRY Tar Yalye fax
3,319 14,358 14,875

PROPOSED

Uniy.
6 Milis

285
2k
. 48§
295
1
Nl

PROPOSED

PROPOSED

LER

[ TRRE
bi1}
24¢
108
18

i
316

PROPOSED

Univ,
t Wills

54

PROPOSED

Uaiy,
b Nitls

LY

DIFFERENCE
Found.  Loc. Gov. Tota! Unjv, foynd. Lot Gov.
LN TRINY Tax Tax 6 Mills 45 Wiy Tar -
1,989 8,384 (8. 000 (150) {1,121 4,13
2.4n LA E ) (3,144} {$1) {102 {2,948)
2,040 3,089 {3.478) (§2) {§90) €2,897)
2,209 9,278 (3,51 (8} {§80) (2,110
7,178 9,566 [3,267) it 1§12} (2,572}
2,36 9,854 (3,253} n {§10) (2,563}
DIFFEREXRCE
Fousd. Loc. Gov. Total Umiy Foung. loc. Gov.
15 s Tax Tax § Mab's 45 Nitls Tax
14 1,008 (15 (€3] (29) {1t
174 1,008 (8 0 0 (N}
174 1,048 10 ¥ 2 ¢
174 1,088 1 b s 29
1! 1,048 62 ! L] §1
17 1,088 10 1 10 14
DIFFERENCE
Foung. Lot Gev. Total Yaiv. Found, Loc. Gov.
45 Mijls Tax Tax 6 Mells A5 Midps Tax
T, 163 8,442 £5,224) [154) (1,156) 4,91
1,248 5,789 £3,750) (94} {102} {2,952}
2,314 10,471 {1,668} (92) 1111 (2,880)
1,383 10,366 {3,488 () {§59) (2,740)
r LY 10,554 13,105) (84} t§0d) 2,519)
t.520 10,942 t3,110) (80) (600} {2,501}
DiFFERENCE
Found  Loc. Gov. Tolal Uaiy. found toe. Gov.
45 Milly Tax Tax §Milts 45 W)l Taz
103 2,528 1,983 54 103 1,526
_— DIFFERENCE
Found.  Loc. Gov. Tolul Uniy, Fourd Loc. Gor.
45 Mils Tax Tax 6 Mills 45 Miiys Tax
2,568 17,968 (3,un 1150) {59 (2,340
sB¥&
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