SENATE BILL NO. 11

INTRODUCED BY TOWE, KEENAN

IN THE SENATE

March 26, 1986 Introduced and referred to
Committee on Taxation.

March 27, 1986 Committee recommend bill do
pass. Report adopted.

Second reading, do pass.

Third reading, passed.
Ayes, 48; Noes, 1.

Transmitted to House.

IN THE HOUSE

March 27, 1986 Introduced and referred to
Committee on Taxation.

March 28, 1986 Committee recommend bill be
concurred in as amended.
Report adopted.

March 29, 1986 Second reading, concurred in
as amended.

Third reading, concurred in.
Returned +to Senate with
amendments.
IN THE SENATE
March 29, 1986 Received from House.
On motion, Senate Bill 11 be

placed on second reading this
day.



March 29,

1986

Second reading, amendments
concurred in.

Third reading, amendments
concurred in. Ayes, 48; Noes,
1.

Sent to enrolling.

Reported correctly enrcolled.
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;{f:':zzfg-fz BILL NO.  //
INTRODUCED BY @E ¥ oaan

A BILL FOR AN ACT ENTITLED: “AN ACT LIMITING THE AIRLINE

TRANSPORTATION PROPERTY TAX RATE TO NOT MORE THAN 12
PERCENT; SEPARATING RAILROAD AND AIRLINE TRANSPORTATION
PROPERTY INTO DIFFERENT TAX CLASSES; AMENDiNG SECTIONS
15-6-141, 15-6-145, AND 15-8-111, 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 15-6-145%, MCA, is amended to read:
"*15-6-145. Class fifteen property -- description --

taxable percentage. (1) Class fifteen property includes<+

' tay all railroad transportation property as described

in the Railroad Revitalization and Requlatory Reform Act of

1976 as it read on January 1, 1986:-ané
tby--att-mirtine-transportation-property--as—-deseribed

tn--the--¥ax-Equity-and-Piscal-Responatbitity-Act-of-1982-a3

te-read-on-January-i7-1966.
(2) For the taxable year beginning January 1, 1986,
and for each taxable year thereafter, class fifteen property

is taxed at the percentage rate "R", to be determined by the

Ec}cm/nﬂa tegistatve Councit

department as provided in subsection (3).
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LC 003B/0L

(3} R = A/B where:
(a) A 1is the total statewide taxable value of all

commercial property, except class fifteen property, as

commercial property .is described in 15-1-101{1)(4),
including class 1 and class 2 property; and
(b} B is the total statewide market value of all

commercial property, except class fifteen property, as

commercial property is described in 15-1-101(1)(4d),
including class 1 and class 2 property.

(4) (a) For the taxable year beginning January 1,
1986, 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 valid sample of sales using data
from realty transfer certificates filed during the same
taxable year or from the immediately preceding taxable year,
but only if a sufficient number of certificates is
unavailable from the current taxable vyear to provide a
statistically valid : ple.

(b) The departm 7t shall determine the value-weighted
mean sales assessment ratic "M" for all such property and

reduce the taxable value of property described in subsection

- INTRODUCED BILL
sB 1
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(4) only, by multiplying the total statewide taxable value
cf property described in subsection (4} by "M" prior to
calculating "A" in subsection (3).

{c) The adjustment referred to in subsection (4)( |
will be made beginning January 1, 1986, and in each
subsequent tax year to equalize the railroad and--airiine
taxable values.

(5) For the purpose of complying with the Railroad
Revitalization and Regulatory Reform Act of 1976 and-the-Pax
Equity—and—Piscai-Re:pansibi}iey-het—of——tSBE, as they it
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, except

class fifteen property, as commercial property is defined in

15-1-101(1)(d}."”

NEW SECTION. Séction 2. Class seventeen property --
description -- taxable percentage. (1) Class seventeen
property includes all airline transportation property as
described in the Tax Equity and Piscal Responsibility Act of
1982 as it read on January 1, 1986.

{2) Por the taxable year beginning January 1, 1986,
and for each taxable year thereafter, class seventeen
property is taxed at the percentage rate "R", to be
determined by the department as provided in subsection (3).

(3} R = A/B or 12%, whichever is less, where:

-3-
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{(a) A is the total statewide taxable value of all
commercial property, except <¢lass seventeen property, as
commercial property is described in 15-1-101(1)(d).,
including class 1 and class 2 property; and

(b) B is tne total statewide market wvalue of all
commercial property, except class seventeen ptoperty, as
commercial property is described in 15-1-101({1)(d).,
including c¢lass 1 and class 2 property.

(4) (a) Fer the taxable vyear beginning January 1,
1986, 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 valid sample of sales using data
Erom realty transfer certificates filed during the same
taxable year or from the imwediately preceding taxable vyear,
but only if a sufficient number of certificates is
unavailable from the current taxable year to provide a
statistically valid sample.

(b) The department shall determine the value-weighted
mean  sales  assessment ratio "M" for all such property and
reduce the taxable value of property described in subsection

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

—3-



10
11
12
12
14
15
16
17
18
19
20
21
22
23
24

25

LC 0038/01

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, and in each
subsequent tax year to equalize the airline taxable wvalues.

(5} For the purpose of complying with the Tax Equity
and Fiscal Responsibility Act of 1982, as it 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, except class seventeen
property, as commercial property is defined in
15-1-101(1)(4).

Section 3. Section 15-6-141, MCA, is amended to read:

"15-f-141, Class eleven property -- description --
taxable percentage. [1l) Class eleven property includes:

{a) centrally assessed electric power companies'
allocations, including, if congress passes legislation that
allows the state to tax property owned by an agency ¢t :=ated
by congress to transmit or distribute electrical energy,
allocations of properties constructed, owne., or operated by
a public agency created by the congress to transmit or
distribute electric energy produced at privately owned
generating facilities {not including rural electric
cooperatives);

{b) allocations for centrally assessed natural gas

-5-
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companies having a major distribution system in this state;

and
(c) centrally assessed companies' allocations except:
{iy electric power and natural gas companies'
property;

(ii) property owned by cooperative rural electric and
cooperative rural telephone associations and classified 1in
class five;

{(iil) property awned by arganizations providing
telephone communications to rural areas and classified in
class seven; and

{iv) atritne---and railroad transportation property

included in class fifteens; and

(v) airline transportation property included in class

seventeen.

{2) Class . eleven property is taxed at 12% of market
value."

Section 4. Section 15-8-111, MCA, is amended to read:

"*15-8-111. Assessment -—- market wvalue standard --
exceptions. (1) All taxzable property must be assessed at
1003 of its market value except as provided in subsecticn
{8) of this section ar . in 15-7-111 through 15-74114.

{2) {a) Marke* vzlue is the value at which property
would change hands between 4 willing buyer and a willing

seller, neither beinua under any compulsion to buy or to sell

-6~
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and both having reasonable knowledge of relevant facts.

(b} Except as provided in subsection (3), the market
value of all motor trucks; agricultural tools, implement=
and machinery; and vehicles of all kinds, including but rot
limited to aircraft and boats and all watercraft, is tne
average wheolesale value shown in national appraisal gquides
and manuals or the value of the vehicle before
reconditioning and profit margin. The department of revenue
shall prepare valuation schedules showing the average
wholesale value when no national appraisal guide exists.

{3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in 15-6-134 through 15-6-140, 15-6-145,

and 15-6-146, and [section 2], except:

fa) the wholesale value for agricultural implements
and machinery is the lcan value as shown 1in the Official
Guide, Tractor and Farm Equipment, published by the national
farm and power equipment dealers association, St. Louis,
Missouri; and

{b) for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the official guide.

(4) For purposes of taxation, assessed value 1s the
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same as appraised value,
{5) The taxable value for all property in classes four

through eleveny and fifteeny-and-sixteen through seventeen

is the percentage of market value established for each class
of property in 15-6-134 through 15-6-141, 15-6-145, and

15-6-~146, and {[section 2].

{6) The assessed value of properties in 15-6-131
through 15-6-133 is as follows:

(a) Properties in 15-6-131, under class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

{by Properties in 15-6-132, wunder class two, are
assessed at 100% of the annual gross proceeds.

{c} Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands
when wvalued for agricultural purposes. All lands that meet
the qualifications of 15-7-202 are wvalued as agricultural
lands for tax purposes.

{d) Properties 1in 15-6-143, under class thirteen, are
assessed at 100% of the c¢ombined appraised wvalue of the
standing timber and grazing productivity of the land when
valued as timberiand.

(7) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a} ownership of the Iimprovements is different from

-B8-
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(b) the taxpayer makes a written request; or

(c) the land is outside

{8) The
classes two, three, and
assessed value established

thirteen is

an incorporated city or town.

taxable value of all property in 15-6-131 and

the percentage of

in 15-6-131(2})}, 15-6-132,

15-6-133, and 15-6-143 for each class of property."

NEW SECTION. Section 5.
Section

Title 15, chapter 6,

Cedification instruction,

2 is intended to be codified as an integral part of

part 1, and the provisions of Title 15,

chapter 6, part 1, apply to section 2.

NEW SECTION. Section 6.

Senate Bill No. B

provisions in Senate Bill No.

airline transportaticon

fLe 23]

property

Coordination instruction, If

is passed and approved, any

provisions of this act are void.

NEW SECTION. Section 7.

existing authority of the

rules on the subject of the
extended to the provisions of

NEW SECTION. Section 8,
effective date.
within

the meaning

after December 31, 1985.

(1) Sections 1 and 2

of 1-2-109,

8 pertaining to tax rates for
that conflict with the
Extension of authori y. Any

department of revenue to make
provisions of this act is
this act.
Retroactive applicability --

apply retroactively,

to all tax years beginning

{2} This act is effective on passage and approval.
~Znd-
_9_



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SBOll , Version: as amended
with House Amendments. ,

~ DESCRIPITON OF PROPOSED LEGISLATION:
An act limiting the airline transportation property tax rate to not more than 12 percent; separating railroad and
airline transportation property into different tax classes.

- 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% 807
1987 - 12.05 5%
1938 11.90 70%Z .
1989 11.69 657
1990 11.42 60%
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 calculations.

3) Montana's allocation factor for railroads is assumed constant at 14.137% of railroad system values.

4) rAﬁerage 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 mjills, respectively.

o 3/25/% %” s R March /756
DATE _ DATE

PRIMARY SPONSOR

Office of Budget and Program Planning

Fiscal Note for SBO11
as amended with House Amendments.

sB//
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‘SB011

As amended with House Amendments.
Page 2
March 28, 1986

5) Protested tax payments from airlines for tax years 1982 through 1985 of approximately
$4,157,900 will be released. Approx1mately 30% or 51,175,270 will revert to the alrllnes.
$2,982,630 is. distributed to various taxing jurisdictions.

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 railraods, airlines, and Class 15 property totals.



Seett '
AS AMENSED WITH HOUSE AMENONENYS

DATE: 03/2/06

Raitroads :
Tax Fiseal
Year  Year
1948 1987
i 1988
1948 1949
1)) §17)
1990 1491
Rirlines
Tax Fisenl
Yerr  Yenr
1916 1387
1947 37]]
1944 1171]
144 1949
11 1984
Tota)s ¢
Tax fiscal
Teat TYeur
T )
1947 (111]
1. 11
1949 1594
1990 im

Relensed rrol:it feads :

Tax Fiscal
Year . Year
1184 1441

Vlct Tapaet

Tax Fisenl
Year  Yenr
194 19

CURRERT

Tax Taxabie Teln! Univ.
Rate . Yalue Tax § il
14.00% 69,231 Se.817 15
12.65% 61,638 14,19 e
1.9% 62,087 15,49) m
1o §3,75¢ 15,102 k1§
11, 42% 61,223 15,410 s
CURRENT

Tax Tarable  Tetal Vaiv,
Hate Yilue Tax t Nills
14.00% 4,500 1,49 1
12.95% 3,873 1,20 13
11.90% 3.0 12N k]
11600 3,181 1,281 2
A H ) L& L n

CURRENT

Tarabie Telal . Baiv.
Vajue Tax t Nills
13,731 14,118 1}

65,508 1¢,08) ELE S

[IRATERI %11 we
§7.516 14,553 "
§7.800 14,438 wr

: pllIElI

Taxable  Tolal ITH R
Yalve Tax $ Nills
' ' s

CHRRENT

Taxable  Tota)  Wniv.
Valee Iax 6 Wilis
14,114 "2

WOTE : FISURES WAY NOT ADD OUE 10 RouNgInG

PROPOSED

Found. Loc. Gov. Taxable  Totad Uaiv.
15 Nills Tax Yalue Tax - 6 Nilly
1,118 13,084 $9,237 .61 i3
2,1 H, 649 1,838 14,10) k¥ )
2,43 11,084 2,087 15,49 3
L1 12,081 61,750 15,192 3
v!.l!l 12,118 64,223 A4 K 1]
PROPOSED

Foad. loc. Gov. Taxsbhe - Total Uair,
8 Kitls " Tax Vilue Tax 6 Nilis
FT }] 1,264 1,887 1,284 ]
1R ] 1,082 1,887 1,284 23
1 1,074 1,851 1,284 |
1} 1,059 3,881 1,28 23
158 1,835 31,857 1.2 2
' PROPOSED

Fosad. Lec. Gov. Taxabie  Tota} Univ,
5 Rills Tax Yalee Tax -~ € Nitls
1,10 14,358 13,088 17,901 138
2,948 18,111 65,093 16,011 i
1,402 12,988 6,148 18,377 19¢
.40 13,110 §7,616 16,588 e
1,055 13,113 60,080 15,698 it
PROPOSED

Fousd. lec. Bov. Taxable Total Univy.
[} Iiﬁls Tax Vilue Tax 6 Nil1:
(] ] 2,98} 54
* PROPOSED

Found. toc. Gov. Texeble  Total -  Usiv,
5 Nills fax Yalue Tax b Mills
1,118 14,358 20,01 L5 }]

DIFFERENCE
Found.  Loc. Gov. Totat Univ, Fownd.  Loc. Ger.
5 Wity Tax Tax § Nills 45 Milts Tax
3118 13,046 0 0 0 |
N 11,649 L] 0 ] { 3]
2,130 11,806 0 ¢ ] 4
.46 12,051 0 ] ] ]
1,490 12,18 0 ] ] 4 )]
OVFFERESCE ____
Found. Llot. Ger, Tela} Oriv. . Faund. Lat. Gav.
15 Nilis Tax Tax EWidls 45 Wills Tax
174 1,088 [21%) 1L} (29} (181}
1 1,088 {}) ] : ] (3]
i 1,088 10 ] 2 |
174 1,088 13 9 § ba ]
111} (11 §2 ] ] L]
DIFFERENCE _
Found. Loc. Bev. Tola} taiv. found. lot. Gor.
45 Rills Taz Tax §Nills 45 Mills Ta
3,00 TR (215 T 2
2,948 12,137 (s) -0 ] {6
3,004 12,974 10 8 ? 9
3,18 13,138 3 ¢ 5 1
3,484 13,228 52 1 L] 41
DIFFERENCE
Found.  Lloc. Gov. Tola} Usiy. . Fourd, ' loe. Gor.
S Milis fax Tax § Milly 45 Wills far
103 2,528 2,983 54 ’ 1 2;528%
DIFFERENCE
Found. Llot. Gev. Tola) Univ, Found, loe. Gov.
45 Milts Tay Tax § Milis 45 ¥ilts Tax
3,68 16,700 2,760 59 n 2,145
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APPROVED BY COMMITTEE

ON TAXATION

A:-tm_cz BILL NO. __//
INTRODUCED BY M

A BILL FOR AN ACT ENTITLED: “AN ACT LIMITING THE AIRLINE

TRANSPORTATION PROPERTY TAX RATE TO NOT MORE THAN 12
PERCENT; SEPARATING BAILROAD AND AIRLINE TRANSPORTATION
PROPERTY INTO DIFFERENT TAX CLASSES; AMENDtNG SECTIONS
15-6-141, 15-6-145, AND 15-8-111, MCA; AND PROVIDING A
RETROACTIVE APPLICABILITY DATE AND AN IMMEDIATE EFFECTIVE

DATE."

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTARA:
Section 1. Section 15-6-145, MCA, is amended to read:
"}j5-6-145. Class Fifteen property -~ description --

taxable percentage. (1) Class fifteen property includes=z
tay all railroad transportation property as Jdescribed

in the Railroad Revitalization and Regulatory rReform Act of

1976 as it read on January 1, 1986;-and
fh}-—lli-airiine-tranapcrtction—property——aa——de:cribed

in--the--Tu:-Eqnity-nnd*?i!cai-Responsibi}ity-Ace—oE—t982-as

it-read-on-January-;-19686.
(2) For the taxable year beginning January 1, 1986,
and for each taxable year thereaftec, class Eifteen property

is taxed at the percentage rate "R*, to be determined by the

@Jﬂd L89i3:IF we CIund

department as provided in subsection (3).
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{3) R = A/B where:
(a) A is the total statewide taxable value of all

commercial property, except class fifteen 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 value of all

commercial property, except class fifteen 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,
1986, 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 valid sample of sales using data
from reilty transfer certificates filed during the same
taxable year or from the immediately preceding taxable year,
but only if a sufficient number of certificates is
unavailable from the current taxable vyear to provide a
statistically valid :  s1ple.

(b) The departnm nt shall determine the value-weighted

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

reduce the taxable wvalue of property described in subsection

-2-  THIRD READING -
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(4) only, by multiplying the total statewide taxable value
of property described in subsection (4} by "M" prior to
calculating "A* in subsection 13).

(¢) The adjustment refercred to in subsection (4)(' .
will be made beginning January 1, 1986, and in ea.h
subsequent tax year to equalize the railroad and--airitne
taxable values.

(5) For the " purpose of complying with the Railrocad
Revitalization and Regulatory &eform Act of 1976 and-the-Pax
Bquihy-and-?iacai-Reapon:ibiliey-&ct—of--tSSE, as they it
read on January 1, 1986, the rate "R" referred to in this
section jis the equalized average tax rate generally
applicable to commercial and industrial property, except

class fifteen property, as commercial property is defined in

15-1-101(1)(d)."*

NEW SECTION. Section 2. Class seventeen property --
description -- taxable percentage. (1) Class seventeen
property includeé all airline transportation property as
described in the Tax Equit} and Fiscal Responsibility Act of
1982 as it read on January 1, 1986.

{(2) For the taxable year beginning January 1, 198§,
and for each taxable year thereafter, class sevénteen
property is taxed at the percentage rate "R", to be
determined by the department as provided in subsection {3}.

(3} R = A/B or 12%, whichever is less, where:

-3~
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(a) A is the total statewide taxable value of all
commercial property, except class seventeen property, as
commercial propercty is described in 15-1-101(1)(d}),
including class 1 and class 2 property; and

(b) B is the total statewide market value of all
commercial property, except class seventeen 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,
1986, 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:

{1} assessments of such property as of January 1 of
the year for which the study is being conducted: and

{ii) a statistioally valid sample of sales wusing data
from realty transfer certificates filed during the same
taxable year or from the immediately preceding taxable year.
but only if a sufficient number of certificates is
unavailable from the current taxable vyear to provide a
statistically valid sample.

(b) The department shall determine the value-weighted
mean sales assessment ratio "M" for all such property and
reduce the taxable value of property described in subsection

{4) only, by multiplying the total statewide taxable value

-4~
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of property described in subsection (4] by "M" prior to
calculating "A" in subsection (3).

(¢) The adjustment referred to in subsection (4)(b)
will be made beginning January 1, 1986, and in each
subsequent tax year to equalize the airline taxable values.

(5) Faor the purpose of complying with the Tax Equity
and Fiscal_Responsibili;y aAct of 1982, as it read on January
1, 1986, the rate "R" referred to in this section 1is the
equalized average tax rate generally applicable fo
commercial and industrial property, except class seventeen
property, as commercial property 'is defined in
15-1-101(1}(d). '

Section 3. Section 15-6-141, MCA, is amended to read:

»15-6-141. Class eleven property -- description --
taxable percentage. (1) Class eleven property includes:

{(a) centrally assessed electric power companies'
allocations, including, if congress passes legislation that
allows the state to tax property owned by an agency cizated
by congress toc traansmit or distribute electrical energy,
allocations of properties constructed, owne., ot operated by
a public agency created by the congress to transmit or
distribute electric energy produced at privately owned
generating facilitlies {nat including rural electric
cooperatives):

{b) allccations for centrally assessed natural gas

_5-
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companies having a major distribution system in this state;

and
{c) centrally assessed companies' allocations except:
(i) electric power and natural gas companies'
property;

{ii) property owned by cooperative rural electric and
cooperative rural telephone associations and classified in

class five;

{iii) property owned by organizations providing
telephone communications to rural areas and classified in
class seven; and

(iv) airtine---and railroad transportation property

included in class fifteent; and

{(v) airline transportation property included in class

seventeen.

{2) Class eleven property is taxed at 12% of market

value,*
Section 4. Section 15-B-111, MCA, is amended to read:
"15-B-111. Assessment -- market value standard --

exceptions, (1) All taxable property must. be assessed at
100% of its market value except as provided in subsection
(9) of this section a: . in 15-7-111 through 15-7-114.

(2) (a) Marke' v.lue is the value at which property
would change hands between a Willing buyer and a willing

seller, neither beinu under any compulsion to buy or to sell

_6_



LIRS B - T T R PT R X R

[N} N N N Y] — — ) — - [S] - = — o
- i ~ - (=] D @ -~ n v - w V] - o

N
W

LC 0038/01

and both having reasonable knowledge of relevant facts.

{(b) Except as provided in subsection (3), the market
value of all motor trucks; agricultural tools, implements=.
and machinery; and vehicles of all kinds, including but n>t
limited to aircraft and boats and all watercraft, is tue
average wholesale value shown in national appraisal gquides
and manuals or the value of the vehicle before
teconditioning and profit margin. The department of revenue
shall prepare valuation schedules showing the average
wholesale value when no national appraisal guide exists.

{3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the cfficial assessment and appraisal of the
value of property in 15-6-134 through 15-6-140, 15-6-145,

and 15-6-146, and [section 2], except:

(a) the wholesale value for agricultural implements
and machinery is the loan value as shown in the Official
Guide, Tractor and Farm Equipment, published by the national
tarm and power equipment dealers association, St. Louis,
Missouri; and 7 R

{b) for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same

depreciation as those Efound in the official guide.

(4) For purposes of taxation, assessed value is the

-7
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Same as appraised value.

{5) The taxable value for all property in classes four

through eleven; and fifteen;-and-sixteen through seventeen
is the percentage of market value established for each class
af property in 15-6-134 through 15-6-141, 15-6-145, and

15-6-146, and (section 2].

{6) The assessed value of properties in 15-6-131
through 15-6-133. is as follows:

(a) Properties im 15-6-131, under c¢lass one, are
assessed at 100% of the annuai net proceeds after deducting
the expenses specified and allowed by 195-21-503.

(b) Properties in 15-6-132, under class two, are
assessed at 100% of the annual gross proceeds.

(c) Properties in 15-6-133, under class three, are
assessed at l00% of the productive capacity of the lands
when wvalued for agricultural purposes. All lands that meet
the gualifications of 15-7-202 are valued as agricultural
lands for tax purposes.

(d) Properties in 15-6-143, under class thirteen, are
assessed at 100% of the combined appraised value of the
standing timber and grazing productivity of the land when
valued as timberland.

(7) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a) ownership of the improvements is different from

_a-
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ocwnership of the land;

(b) the taxpayer makes a written request; or

{c) the land is outside an incorporated city or town.

{8) The taxable value of all property in 19-6-131 and
classes two, three, and thirteen is the percentage of
assessed value established in 15-6-131(2), 15-6-132,
15-6-133, and 15-6-143 for each class of property."

NEW SECTION. Section 5. Codification instruction.
Section 2 is intended to be codified as an integral part of
Title 15, chapter 6, part 1, and the provisions of Title 15,
chapter 6, part 1, apply to section 2.

NEW SECTION. Section 6. Coordinatien instruction. If
Senate Bill No. 8 [LC 23] is passed and approved, any
provisions in Senate Bill No. B pertaining to tax rates for
airline transportation property that conflict with the
provisions of this act are void.

NEW SECTION. Section 7. Extension of authori y. Any
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 SECTIQN. Section 8. Retrcactive applicability --
effective date. (1) Sections 1 and 2 apply retroactively,
within the meaning of 1-2-109, to all tax years beginning
after December 31, 1985,

(2) This act is effective on passage and approval.
-End-
-9=
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SENATE BILL NO., il

INTRODUCED BY TOWE, KEENAN

A BILL FOR AN ACT ENTITLED: "AN ACT LIMITING THE AIRLINE
TRANSPORTATION PROPERTY TAX RATE TO NOT MORE THAN 12
PERCENT; SEPARATING RAILIOAD AND AIRLINE TRANSPORTATION
PROPERTY INTO DIFFERENT TAX CLASSES; AMENDING SECTIONS
15-6-141, 15-6-145, AND 15-8-111, 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 15-6-145, MCA, is amended tc read:
"15-6-145. (Class fifteen property -- descripticon --

taxable percentage. (1) Class fifteen property includess
fa¥ all railroad transportation property as described

in the Railroad Revitalization and Regulatory Refcrm Act of

1376 as it read on January 1, 19867-and
tby--att-atriine-transportatien-praperty--asa--described

tm-~the--Pax-Equity-and-Piscat-Respensibittby-Aer-of-3382-as

tt-read-on-Jamnary-7-1966.

{2) For the taxable year beginning January 1, 1386,
and for each taxable year thecreafter, class fifteen property
is taxed at the percentage rate "R", to be determined by the

department as provided in subsection (3).
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{3) R = A/B where:
(a) A is the total statewide taxable value of all

commercial property, except class fifteen property, as

commercial property is described in 15-1-101(1){4d),
including class 1 and class 2 property; and
{b) B is the total statewide market wvalue of all

commercial property, except class fifteen property, as

commercial property is described in 15-1-101(1)¢d),
including ¢lass 1 and class 2 property.

(4) (a) For the taxable year beginning January 1,
18986, and for every taxable year thereafter, the dJdepartment
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 vear for which the study is being conducted; and

(ii) a statistically valid sample of sales using data
from realty transfer certificates filed during the same
taxable year or from the immediately preceding taxable year,
but only 1f a sufficient number of certificates is
unavailable from the current taxable vyear to provide a
statistically valid sanmnple.

(b) The department shall determine the wvalue-weighted
mean sales assessment ratio "M" for all suen property and

reduce the taxable value of property described in subsection

< AS AMENDED s8 11

REFERENCE BILL
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{(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, and in each
subsequent tax year to equalize the railroad and--atriine
taxable values.

{(5) For the purpose of complying with the Railrcad
Revitalization and Regulatory Reform Act of 1976 and-the-Pax
Equity-and-Piscal-Respenaibittey-Ree-of--1982, as they it
read on January 1, 1986, the rate "R" referred te in this
section 1is the egualized average tax rate generally
applicable to commercial and industrial property, eéxcept

class Eifteen property, as commercial property is defined in

15-1-10L(1)(4)."

NEW SECTION, Section 2. Class seventeen property --
description =-- taxable percentage., (1) Class seventeen
property includes all airline transportation property as
described in the Tax Equity and Fiscal Responsibility Act of
1982 as it read on January ., 1986.

{2) For the taxahble year--beginning-Jandary-tr-1986

YEARS 1986 THROUGH 1990 CLASS SEVENTEEN PROPERTY IS TAXED AT

12%, and for each taxable year thereafter, class seventeen
property is taxed at the--percentage-—-rate--URU;--ta--he

determined-by-the-department-as-provided-tn-sabsection-—{34+

-3~ SB 11
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THE LESSER OF 12% OR THE PERCENTAGE RATE FCOR CLASS FIFTEEN

PROPERTY WITHOUT ADJUSTMENT.

t33-=~R-=w=-AfB-or-12k7-whichever-is-imss;-where:

tay--A-ta-the-total--statewide--taxablie—-vaine--of--att
commereial--praperty;--except--ciass--seventeen-propertyr-as
commereial--proparty---is---deseribed---in---15-1-10:t33¢d¥7
itneivding-class-1-and-ctass-2-property;-and

¢p)-~-B--its--the--totai--startewide--market--vaiuve-of-ait
eommercial-property;-except--ciass--seventeen--propertyr-—as
commercial---proparty---ts---deacribed---tm--35-3-101ti¥ytd)s
tnetuding-ciass-i-and-ctass-Z-propertys

f&)igi——fa}-?cr—the~taxabic-year-beginning--aanuary—-}y
1986; -—and-for-every-taxabie-year-thereafter;-the-deparcment
sheti--*ondueb--a--sates—-assesament--rario--study -of---aii
commercrai--and--industetat--reat-property-and-improvementsas
Fhe-study-must-be-based-on:

ti--mssessments-sf-such-property-as-—of--Fanuary--i--of
the-year-for-whieh-the-skody-ta-heing-conducted;-and

tiitr-a-—-stariaricatty--vatid-sampie-of-sates-using-datca
from-reatey-transfer--certificatea—-fited--during--the--same
tarabie-year-sr-frem-the-immediatety-preceding-taxable-yeary
Bub---onty--—-if--a--sufficient--number--of--certificates—-is
umavattable-from-the--current--taxabie--year--to--preovide--a
statisricatiy-vatid-samplies

tBy—-The--department-shati-determine-the-value-weighted

-4~ 58 11
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mean-satsa-assessment-ratto-iMi-for-ati--swch--prepesty--and
reduce-tne-taxabie-ratue-of preoperty-deseribed-in-subssction
téy-—ontyy--by-muitipliying-the-totai-statewide-taxable-vaiue
of-property-deacribed-tn-subseckion--t4)——by--SMl-—prier--te
catcultacing-YAl-in-auhsection—¢+34+

tc}--The--adjustment --referred--to-in-subseceton-t43tby
witt-~be--mal: --beginning--January--1;--1966,--and--in--eaeh
subsequent-~tax-year-to-equatize-the-atritne-taxabie-vainess

t5¥£49y(3) For the purpose of complying with the Tax
Equity and Fiscal Responsibilicy Act of 1982, as it 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, except class seventeen
property, as commercial property is defined in
15-1-101(1)(d}).

Section 3. Section 15-6-141, MCA, is amended to read:

"15-6-141. Class eleven property -- description --
taxable percentage. (1) Class eleven property includes:

fa) centrally assessed electric power companies'
allocations, including, if congress passes legislation thac
allows the state to tax property owned by an agency created
by congress to transmit or distribute electrical energy,
allocaticns of properties constructed, owned, or operated by
a public agency created by the congress to transmit or

distribute electric energy prcduced at privately owned

-5- sB i1
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generating facilities {not including rural electric
cooperacives):
{b} allocaticns for centrally assessed natural gas

companies having a major distribution system in this state;

and
{c) centrally assessed companies' allocations except:
{i) electric power and naturai gas companies'
property;

(ii) property owned by cooperative rural electric and
caooperative rural telephone asscciations and classified in
class five:

(iii) property owned by organizations providing
telephone communications to rural areas and classified in
class seven; and

{iv) atritme--and railrcad transportation property
included ia class fFifteenst:; and

{v) airline transportation property included in class

seventeen.

[2) Ciass eleven property is taxed at 12% of marke:
value."

Section 4. Section 15-8-111, MCA, is amended to read:

"15-8-111. Assessment -- market value standard --
exceptions. {1} All taxable property must be assessed at
1002 of its market value except as provided in subsecticn

(5} of this secticn and in .5-7 111 through 15-7-114.

- -

4}
mw
-
-



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0011/02

{2) (a} Market wvalue is the value at which property
would change hands between a willing buyer and a willing
seller, neither being under any compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

{b) Except as provided in subsection (3), the market
value of all motor trucks; agricultural tools, implements,
and machinery; and vehicles of all kinds, including but not
limited to alrcraft and boats and all watercraft, is the
average wholesale value shown in national appraisal guides
and manuals or the value of the vehicle before
reconditioning and profit margin. The department of revenue
shall prepare valuation schedules showing the average
wholesale value when no national appraisal guide exists.

{3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in 15-6-134 through 15-6-140, 15-6-145,

and 15-6-146, and f[section 2], except:

{a) the wholesale value for agricultural implements
and machinery is the ocan value as shown in the Qfficial
Guide, Tractor and Farm Equipment, published by the national
farm and power equipment dealers association, 8t. Louis,
Missouri; and

(b} for agricultural implements and machinery not

listed in the official guide, the department shall prepare a

. SB 11
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supplemental manual where the wvalues reflect the same
depreciation as those found in the official gquide.

(4) Por purposes of taxation, assessed value is the
same as appraised value.

(5) The taxable value for all property in classes four

through eleven; and fifteeny-and-sixteen through seventeen

is the percentage of market value established for each class
of property in  15-6-134 through 15-6-141, 15-6-145, end

15-6-146, and [secticn 2].

(6) The assessed value of properties in 15-6-131
through 15-6-133 is as follows:

(a) Properties in 15-6-131, wunder class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

{b) Froperties 1in 15-6-132, under class two, are
assessed at 100% of the annual gross proceeds.

(c) Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposes., All lands that meet
the qualifications of 15-7-202 are valued as agricultural
lands for tax purposes.

{(d) Properties in 15-6-143, under class thirteen, are
assessed at 100% of the combined appraised value of the
standing timber and grazing productivity of the 1land when

valued as timberland.

-a- 5B 11
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(7) Land and the improvements therecn are separately
assessed when any of the folleowing conditions oceur:

(a) ownership of the improvements is different from
ownership of the land;

{b) the taxpayer makes a written reguest; or

{c¢) the 1land is ocutside an incorporated city or town.

{8) The taxable wilue of all property in 15-6-131 and
classes :(wo, three, and thirteen 1is the percentage of
assessed value established in 15-6-131(2), 15-6-132,
15-6-133, and 15-6-143 for each class of property."

NEW SECTION. Section 5. (odification instruction.
Section 2 is intended to be codified as an integral part of
Title 15, chapter 6, part 1, and the provisions of Title 15,
chapter &, part 1, apply to section 2.

NEW SECTION., Section 6. Coordination instruction. (1}
If Senate Bill No. 8 is passed and approved, any provisions
in Senate Bill No. 8 pertaining to tax rates fcr airline

transportation property that conflict with the provisiocns of

this act are void, EXCEPT AS PROVIDED IN SUBSECTION (2).

{2) (A) IF SENATE BILL NO. B PASSES OR_IF THE

SETTLEMENT AGREEMENT WITH BURLINGTON NORTHERN IS5 RATIFIED,

THEN DURING THE TAXABLE YEAR 1991 THE PERCENTAGE RATE FOR

CLASS FIFTEEN PROPERTY WHICH IS INCORPORATED INTO _[SECTION

2(2)) BY REFERENCE SHALL BE ADJUSTED FOR CLASS SEVENTEEN

ONLY TO REFLECT THE VALUE-WEIGHTED MEAN SALES ASSESSMENT

-9~ 5B L1
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RATIO_ "M" FOR ALL COMMERCIAL AND INDUSTRIAL PROPERTY AND

REGUCE THE TAXABLE VALUE OF PROPERTY BESCRIBED IN

15-6-145(4) ONLY BY MULTIPLYING THE TOTAL STATEWIDE TAXABLE

VALUE OF PROPERTY DESCRIBED IN 15-6-145(4) BY "M" PRIOR TO

CALCULATING "A" IN 15-6-145(3).

(B) IF GSENATE BILL NO, 8 IS PASSED AND APPROVED, THEN

1952 ON LINE 10, PAGE 2 OF SENATE RILL NO. 8 IS CHANGED TOQ

Section 7. Extension of authority, Any
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 8. Retroactive applicability --
effective date. (1) Secticns 1 and 2 apply retroactively,
within the meaning of 1-2-109, to all rtax years beglnning
after December 31, 1985.

(2) This act is effective on passage and approval.

-End-

-10- SB 11



STANDING COMMITTEE REPORT

Marxch 28, 19 86
Mr. Speaker: We, the committee on _ TAXATION
report SENATE BILL 11
(] do pass X _be concurred in X as amended)
U do not pass 1 be not concurred in ] sttement fintent attached
6 /j Zf L'( / /‘.’L A ,-./1
GERR DEVLIN, Chairman

AN ACT LIMITING THE AIRLINE TRANSPORTATION PROPERTY TAX RATE TO
NOT MORE THAN 12 PERCENT;

Be amended as follows:

1. Page 3, line 21.
Following "taxable"
3trike: "year beginning January 1, 1986x"

Insert: "years 1986 through 1990 class seventeen property is
taxed at 1234

2. Page 3, line 23.

Following: "at"
Strike: "the percentage rate "R", to be"
Insert: "the lesser of 12% or the percentage rate for class

fifteen property without adjustment."

3. Page 3, lines 24 to 25
Strike: lines 24 and 25 in their entirety.
Renumber: subsequent subsections

4. Page 4, lines 1 through 8.
Strike: 1lines 1 through 8 in their entirety

e thlrd reading copy { blue )
) color



COMMITTEE OF THE WHOLE AMENDMENT

DATE

__._.%t_w,:iEQ p.m.

MR. CHAIRMAN: IMOVETOAMEND ___ _  SENATE BILL 11

3rd reading copy { blue
Color

) as follows:

1. Page 4, line 9 thrcugh line 5, page 5.
Strike: subsectlon (4) in its entirety

Renumber subsequent subsection

2. Page 9, line 12,
Following: "instruction.,"
Insert: "(a)"

3. Page 9, line 16.
Following: "void"
Insert: ", except as provided in subsection (b)"

4, Page 9, following line 1l6.

Insert: "(b)(l) If Senate Bill No. 8 [LC 23] passes or 1f
the settlement agreement with Burlington Northern
is ratified, then during the tax year 1991 the

(_/ percentage rate for class 15 property which is
incorporated into [section 2(2)] by reference
shall be adjusted for class 17 only to reflect the
value-weighted mean sales assessment ratio "M" for
all commercial and industrial property and reduce
the taxable value cf property described in
15-6-145(4) only by multiplying the total
statewide taxable wvalue of property described in
15-6=-145(4) by "M" prior to calculating A in
(ii) If Senate Bill No. 8 is passed and approved,
then 1992 on line 10, page 4 of Senate Bill No. 8
is changed to 1990."

--“‘

U ADOPT
REJECT

Rep. Devlin




