
HOUSE BILL NO. 816 

INTRODUCED BY ASAY, RAMIREZ, KELLER, SANDS 

FEBRUARY 18, 1987 

MARCH 19, 1987 

MARCH 20, 1987 

MARCH 21, 1987 

MARCH 24, 1987 

MARCH 26, 1987 

APRIL 9, 1987 

APRIL 10, 1987 

APRIL l3, 1987 

APRIL 14, l987 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON Tl~.XATION. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS AS AMENDED. 

ON MO'.i' lON, BILL RE'II.JRt'-li.D 'TO SELOND 
READING FOR FURTHER AMENDMENT. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 76; NOES, 21. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

ON MOTION, RULES SUSPENDED TO ALLOW 
RECEIPT OF HB NO. 816. 

INTRODUCED AND REFERRED TO COM~ITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

ON MOTION, RULES SUSPENDED TO PLACE 
BILL ON THIRD READING THE 83RD 
LEGISLATIVE DAY. 



APRIL 14, 1987 

APRIL 16, 1987 

APRIL 17, 1987 

THIRD READING, CONCURRED IN. 
AYES, 50; NOES, 0. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 
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1 

INTRODUCED 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING A NEW CLASS 

TWENTY CLASSIFICATION FOR PROPERTY TAX PURPOSES; 

ESTABLISHING REQUIREMENTS FOR DETERMINING THE MARKET VALUE 

OF CLASS TWENTY PROPERTY; CLARIFYING TERMINOLOGY RELATING TO 

TAXABLE VALUE, MARKET VALUE, AND ASSESSED VALUE; AMENDING 

SECTION 15-8-111, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE AND A RETROACTIVE APPLICABILITY DATE." 

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

NEW SECTION. Section 1. Class twenty property 

description -- method of valuation taxable percentage. 

(1) Class twenty property includes all real and personal 

property that is integrally related in a single working unit 

and devoted exclusively to the processing of agricultural or 

timber products. 

(2) In determining the market value of class twenty 

property, the department shall use the formula v~I/R where: 

(a) V is the market value of the property for the 

current taxable year; 

(b) is the net income produced by the property 

during the immediately preceding taxable year and must be 

the same amount as the net income reported to the department 
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LC 1199/01 

as provided in Title 15, chapter 31, for the immediately 

preceding taxable year; and 

(c) R is the capitalization rate to be determined by 

the department as provided in subsection (3). 

(3) The capitalization rate is the average annual 

inte(est rate on agricultural loans, as reported by the 

federal land bank association of Spokane, Washington, for 

the calendar year immediately preceding the current taxable 

year, plus the effective tax rate in Montana for class 

twenty property determined as provided in subsection (4). 

(4) The effective tax rate is calculated by the 

department for the current taxable year by dividing the 

statewide total estimated tax due on class twenty property 

for the immediately preceding year by the statewide total 

market value of class twenty property for the immediately 

preceding year. 

(5) Property that meets the description of class 

twenty property in subsection (1) that does not have a net 

income stream from which lo calculate its market value must 

be valued: 

(a) on the basis of its cor1slruction cost if it is 

newly constructed; or 

(b) if not newly constructed, at the cost at which it 

was acquired, whether the method ot acqui~ition WQS d 

contract for deed, mortgage, fee simple purchase, purchase 

-2- INTRODUCED BILL 
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at bankruptcy, or any other transaction considered to be an 

arm's-length transaction. 

(6) Property in class twenty is taxable at 3.86% of 

its market value. 

Section 2. 

"15-8-111. 

Section 15-8-111, MCA, 

Assessment mark 

is amended to read: 

value standard 

exceptions. {1) All taxable property must be assessed at 

100% of its market value except as otherwis~ provided ~n 

~Hb~eee±on~t5t-of--thi~--~eet±on--8nd--±n--t5-1-lii--throH9h 

±5-7-H4. 

(2) (a} Market value 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 aircraft and boats and all watercraft, is the 

average wholesale 

and manuals or 

value shown in national appraisal guides 

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 
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value in making the official assessment and appraisal of the 

value of property ±n-l5-6-l34-t~rott9h-l5-6-i49-a~d-i5-6-±45 

thretlgh-iS-6-±49, except: 

{a) the wholesale valLJe for agricultural implements 

and machinery is the loan value as st1own 10 the Official 

Guide, Tractor and Farm Equipment, published by the national 

farm and power equipment dealers association, St. 

Missouri; e:nd 

Louis, 

{b) for agricultural implerr1ents an(~ machinery not 

listed in the official guide, the dep~rtment shall prepare a 

supplemental manual where the values reflect the same 

depreciation as those found in the official guide~ -~nd 

1£) as otherwise autho.~-~-~Q___ in ~r__l_!_~-~- and T i ~ ~~-!... 

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

same as appraised value. 

(5) The taxable value for a11 pro~erty tn-e±B~~e~-~~~r 

~hrou9h---ele~en---and---fifteen- -thretlg~--nin~teen is the 

percentage of market ~~~-s~? v.:tlue established for each 

class of property ±n-l5-6-i34-t~r~~g~-±~-6-i4t-and-t5-6-±45 

throogh-±5-6-±49. 

(6) The assessed value of properties in l~-6-131 

through 15-6-133 is as follows: 

(a) Properties in 15-6-131, undPr class one, are 

assessed at 100% of the an11ual net proceeds after deductirtg 

the expenses specified and allowed by 15-23-~03. 

-4-
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(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 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 land 

valued as timberland. 

,•n 

{7) Land and the improvements thereon are separately 

assessed when any of the following conditions occur: 

{a) ownership of the improvements is different from 

15 ownership of the land; 

16 

17 

(b) the taxpayer makes a written request; or 

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

18 tBt--~ne-taxab!e-~a~~e-o£-aii-property-%~-±5-6-!3!--and 

19 eia~~e~--two,--th~ee,--and--thirtee~--~~--tn~--percenta9e-of 

20 a~se~~eo--~attl~--e~tab%%~hed---±~---l5-6-±3±titr---IS-6-l3?, 

21 ~5-6-133,---and---15-6-143---fo~--ea~h--elaBs--o£--p~ope~ty~ 

22 (Subsections {3){a) and (3)(b) applicable to tax year~ 

23 beginning after December 31, 1985--sec. 4, Ch. 463, L. 1985. 

24 Subsection (6) (d) and references in (8} [now deleted] to 

25 class thirteen and 15-6-143 terminate January 1, 1991--sec. 
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10, Ch. 681, L. 1985. ) 11 

NEW SECTION. Section 3. 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 S~CTION. Section 4. Codif1cat1on instruction. 

Section 1 is intended to be codified as an integral part of 

Title 15, chapter 6, part l, ar1d the provisions of Title 15, 

chapter 6, apply to section 1. 

NEW SECTION. Section 5. Effective date 

applicability. This act is effective on passage and approval 

and applies to taxable years beginning after December Jl, 

1986. 

-End-

-6-



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written reques~, there is hereby submitted a Fiscal Note for HB816 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act creating a new class twenty classification for property tax purposes; establishing requirements for 
determining the market value of class twenty property; clarifying terminology relating to taxable value, market 
value, and assessed value; and providing an immediate effective date and a retroactive applicability date. 

ASSUMPTIONS: 
1. One-time expenditures of $19,500 would be incurred in FY87 to adjust tax records and to upgrade count 

computer programs. 
2. An additional Grade 15 step 2 appraiser would be required to maintain records and value class twenty 

property. The annual cost of the FTE would be $30,300 per year including benefits. 

FISCAL IMPACT: 
The fiscal impact of the proposal cannot be estimated in the time allowed. Company by company appraisals would be 
required, which would take weeks to complete. 

TECHNICAL OR MECHANICAL DEFECTS WITH THE PROPOSED LEGISLATION: 
Income from corporate tax returns cannot be used to estimate the value of many, if not most, of the class twenty 
properties. Income for corporate tax purposes is not specific to an individual plant; it includes the income from 
all of the facilites of the corporation regardless of where they are located and what products they produce. A 
portion of the income is allocated to the state based on the presence of the corporation in the state. 
The proposal, therefore, would require plant specific income reporting by the taxpayers. 

DATE - 2-s-?f {)au, 
TOM 

Program Planning 
introduced. 

#.A 'il(. 
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APPROVED BY COMMITTEE 
ON TAXATION 

HOUSE BILL NO. 816 

INTRODUCED BY ASAY, RAMIREZ, KELLER, SANDS 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING A NEW CLASS 

TWENTY CLASSIFICATION FOR PROPERTY TAX PURPOSES; 

ESTABLISHING REQUIREMENTS FOR DETERMINING THE MARKET VALUE 

OF CLASS TWENTY PROPERTY; CLARIFYING TERMINOLOGY RELATING TO 

TAXABLE VALUE, MARKET VALUE, AND ASSESSED VALUE; AMENDING 

SECTION 15-8-111, MCA: AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE AND A-RB~R9Ae~fYB AN APPLICABILITY DATE." 

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

NEW SECTION. Section 1. Class twenty property 

description -- method of valuation taxable percentage. 

(1) Class twenty property includes all real and personal 

property that;_ 

~ is integrally related in a single working unit 

en~..t 

(B) IS devoted exclusively to the processing of 

agricultural or timber products; AND 

(C) HAS NOT BEEN IN PRODUCTION FOR 12 CONSECUTIVE 

MONTHS. 

(2) In determining the market value of class twenty 

property, the department shall ~se-tk~-Eorm~~a-Y•IIR--where~ 

tat--Y--is--the--merket--~eitte--of-the-property-for-the 
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e~rrent-taxable-year; 

tbt--1-is-the--net--ineeme--predtteed--by--the--preperty 

ddrin9--tfte--immediately--preeed~n~-~a•abte-year-and-mds~-be 

~he-same-ame~nt-as-the-net-ineeme-reper~ed-te-the-depar~ment 

as-previded-in-~~tle-lS7-ehapter--3lT--for--the--~mme~iately 

preeedin~-taxab%e-year~-and 

tet--R--is--the-eapita%ization-rate-te-he-determined-by 

the-department-as-provided-in-s~bsection-t3t~ 

t3t--The-eapitalization--rate--is--the--avera~e--ann~al 

interest--rate--on--a~rte~lt~ral--leansT--as-reperted-by-~he 

federal-lan~-bank-assoeiation-ef--SpokaneT--Washin~ten7 --for 

the--ealendar-year-immediately-preeeding-the-c~rrent-taxable 

yearT-plds-the-effeetive--tax--ra~e--in--Montana--for--class 

twenty-pro~erty-determine~-as-provided-in-sdbseetien-t•t~ 

t4t--~he--effeetive--tax--rate--ts--ealc~lated--by--the 

department-for-the-ettrrent--~axeble--year--by--diviftin9--the 

s~a~ewide--tetal--estimated-taK-d~e-eft-clas~-twen~y-preperty 

tor-~~e-immediately-preeedinq-yeer-hy--the--statewide--total 

market--•a%~e--ef--class-twenty-property-for-the-immediately 

preeediftq-year~ 

t5t--Property--tftat--meets--the--deseription--o£--elass 

twenty--property--in-sHhseetion-t~t-that-dees-not-have-a-net 

ineome-~tream-from-whieh-to-eele~iate-its-Market-vel~e--m~3t 

be-valued~ 

tat--on--the--basts--of--its-constrdetion-eost-~f-tt-is 

-2- HB 816 
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newiy-eone~rtteted;-er 

tht--~~-no~-new%y-eonstr~eted,-et-the-cost-at-whieh--it 

was--aequired,--waether--the--method--o£--aeqa~~~tio~--we~-e 

eontraet-£er-deed,-mortgage,-fee-simple--purehase 7 --pttrchase 

at--bankruptey,-er-any-other-transaetion-eonsidered-to-ee-an 

ar~~s-~en~th-transaetiono REDUCE THE ASSESSED VALUE BY 25\ A 

YEAR FOR EACH YEAR THE PLANT CONTINUES TO BE OUT OF 

PRODUCTION UNTIL THE MARKET VALUE IS REDUCED TO SALVAGE 

VALUE. 

(3) FOLLOWING THE COMMENCEMENT OF PRODUCTION, PROPERTY 

CLASSIFIED AS CLASS TWENTY MUST REMAIN AT THE PRECEDING 

YEAR'S VALUATION FOR THE SUCCEEDING 12 MONTHS. 

t6ti!l Property in class twenty is taxable at 3.66\ of 

its market value. 

Section 2. Section 15-8-111, MCA, is amended to read: 

"15-8-111. Assessment market value standard 

exceptions. (l) All taxable property must be assessed at 

100\ of its market value except as otherwise provided rn 

sabseet±on--t5t--or--ehis--seetion--8ftd--ift-l5-1-%t~-throdgh 

tS-~-tH. 

(2) (a) Market value 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 subsecti.on ( 3), the market 

-3- HB 816 
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value of all motor trucks; agricultural tools, implements, 

and machinery; and vehicles of all kinds, including but not 

limited to aircraft 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-i5-6-t34-t"reug"-t5-6-t49-and--l5-6-i45 . 
~hro~~k-15-6-~49, 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 

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; and 

(c) as otherwise authorized in Title 15 and Title 61. 

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

same as appraised value. 

-4- HB 816 
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{5) The taxable value for all property i~-cia~~e~-re~T 

throttgh--eleven--and--f~tteen--t~rotlgh---ftine~een is the 

percentage of market ~essed value established for each 

class of property ~n-l5-6-l34-throtlgh-iS-6-l4l-and--lS-6-i45 

tnroa9h-l5-6-i49. 

(6) The asses5ed value of properties in l~-6-131 

through 15-6-133 is as follows; 

(a) Properties 111 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. 

(b) Properties in 15-6-132, under class two, are 

assessed at 100\ of the annual gross proceeds. 

(c) Prop~rties in 15-6-133, under class three, are 

assessed at 100' of the productive capacity of the lands 

when valued for agricultural purpo~es. All land5 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 lOOt 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 improvement~ is differertl from 

2~ ownership of the land; 

-5- HB 816 
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(b} the taxpayer makes a written request; or 

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

tSt--~ne--taxab%~-val~e-o£-a~~-property-in-~S-6-~~~-and 

eia~5es-twoT--thr~e,--and--thirteen--ie--th~--pereenta9e--or 

a~~~~~~d---~a~~~---~stabli~h~d---in--l5-6-t3Yt~t 7 --i5-6-l3~ 1 
i5-6-i33,--and--%5-6-%43--Eor--e8eh---ela5~---of---propertyo 

(Subsections (3)(a) and (J)(b) applicable to tax years 

beginning dfter December 31, 1985--sec. 4, Ch. 463, L. 1985. 

Subsection (6)(d) and references in (8) [now deleted} to 

class thirteen dOd 15-6-143 terminate January 1, 1991--sec. 

10, Ch. 681, L. 1985.)" 

NEW SECTION. Section 3. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act 

extended to the provisior1s of this act. 

is 

NEW SECTION. Section 4. Codification instruction. 

Section l is intended to be codified as an integral part of 

Title 15, chapter 6, part 1, and the provisions of Title 15, 

chapter 6, apply to ~ection 1. 

NEW SE:C'!'ION. Section 5. Effective dale 

applicability. This act is effective on passage and approval 

and applies to taxable yedrs beginning after December 31, 
l986 1987. 

-End-
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BOUSE BILL NO. 816 

INTRODUCED BY ASAY, RAMIREZ, KELLER, SANDS 

A BILL POR AN ACT ENTITLED: "AN ACT CREATING A NEW CLASS 

TWENTY CLASSIFICATION POR PROPERTY TAX PURPOSES; 

ESTABLISHING REQUIREMENTS FOR DETERMINING THE MARKET VALUE 

OF CLASS TWENTY PROPERTY; CLARIFYING TERMINOLOGY RELATING TO 

TAXABLE VALUE, MARKET VALUE, AND ASSESSED VALliE; AMENDING 

SECTION 15-8-111, MCA; AND PROVIDING AN (IMMEDIATE EFFECTIVE 

DATE AND A-R~R6Ae~fVB AN A RETROACTIVE"APPLICABILITY DATE." 

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

HEN SECTION. Section 1. Class 

description -- method of valuation 

twenty property 

taxable percentage. 

(1) Class twenty property includes all real and personal 

property that~ 

~ is integrally related in a single working unit 

and.!. 

(B) IS devoted exclusively to the processing of 

agricultural or timber products; AND 

1£1 i!l HAS NOT BEEN IN PRODUCTION FOR 12 CONSECUTIVE 

MONTHS OR BAS BEEN ACQUIRED IN AN ARM'S-LENGTH TRANSACTION 

BY AN UNRELATED PERSON, INCLUDING AN ACQUISITION IN A 

FORECLOSURE SALE OR BANKRUPTCY PROCEEDING; OR 

(II) HAS BEEN ACQUIRED IN A FORECLOSURE OR BANKRUPTCY 
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PROCEEDING BY A PERSON, AS DEFINED IN 15-1-102, HAVING NO 

RELATIONSHIP TO OR INTEREST IN THE PROPERTY PRIOR TO THE 

TRANSACTION. 

(2) In determining the market value of class twenty 

property, the department shall use-the-farmuie-V•fiR--where~ 

tat--V--is--the--market--va%ue--af-the-praperty-!ar-the 

eu~rent-taxab!e-year7 

tbt--f-is-the--net--ineame--praeuee~--by--the--praperty 

durin~--~fte--immeeiate!y--~reeedin~-~axab!e-year-and-must-be 

the-same-ame~ftt-as-the-~et-*neeme-reperted-to-the-department 

as-pravi~ed-in-~it%e-%5T-ehepter--3%7--!ar--the--imme~iate%y 

~eced~n~-ta•abie-year7-and 

tet--R--is--the-eapitaiizatian-rate-te-be-~etermine~-by 

the-depertment-as-previded-in-subseetien-t3tT 

t3t--~he-eapitalizatian--rate--is--the--averege--ann~al 

inte~es~--rate--en--a~rica!turai--loans7--as-reported-by-the 

£edera~-!and-bank-assoe~ation-oE--Spokane7--Washtng~eftT--fer 

the--eaiendar-year-immediate!y-preeedin9-the-earrent-taxab~e 

year7 -p!as-the-eEEective--tax--rate--*n--Montana--£or--eiass 

twenty-preperty-determined-as-previded-in-s~&seetian-t4tr 

t4t--~he--effeetive--teH--rate--is--ealeulate~--&y--the 

department-fer-the-eurrent--taxa&le--year--&y--~ividing--the 

statevide--tetal--estimeted-tax-dae-on-elaes-twenty-p~eperty 

fer-the-immediate%y-preeedin9-year-by--the--statewide--total 

market--va!ae--ef--elass-twenty-property-£er-the-immediate!y 

-2- HB 816 
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pt'eeed!ft<J-year-. 

tSt--Proper~y--~ftat--mee~s--the--deseriptien--e!--c%ass 

twenty--preperty--in-sabseet*on-tit-that-does-not-have-a-net 

ifteeae-s~ream-frem-whieh-eo-ea~e~±aee-its-aa~ke~-va%~e--•~s~ 

be-•a%t~ed"":' 

tat--en--the--bas~s--er--its-eenstruetien-eest-tr-~t-is 

newly-eenstr~eted;-er 

tbt--if-not-new%y-construc~edr-at-the-cost-at-whieh--it 

was--aeqaired7--whether--the--method--o£--aeqaisition--was-a 

eentract-~er-deed7-mertgage7-!ee-simp%e--pHrehase,--ptlrehase 

at--bankraptcy7-or-any-other-transaction-eonsidered-to-be-an . 
arm~s-ieft<Jth-transaction• REDUCE THE ASSESSED VALUE BY 25\ A 

YEAR FOR EACH YEAR THE PLANT CONTINUES TO BE OUT OF 

PRODUCTION UNTIL THE MARKET VALUE IS REDUCED TO SALVAGE 

VALUE. 

111 PebbeWfN6-~HB UPON COMMENCEMENT OF PRODUCTION OR 

AN ACQUISITION DESCRIBED IN SUBSECTION (l)(C)(II), PROPERTY 

CLASSIFIED AS CLASS TWENTY MUST REMAIN AT THE PRECEDING 

YEAR'S VALUATION FOR THE SUCCEEDING 12 MONTHS. FOLLOIIING THE 

END OF THE 12-MONTH PERIOD, THE PROPERTY MAY BE CONSIDERED 

NEW OR EXPANDING INDUSTRY AS PROVIDED IN TITLE 15, CHAPTER 

24, PART 14. 

t6tl!l Property in class twenty is taxable at 3.86% of 

its market value. 

Section 2. Section 15-8-111, MCA, is amended to read: 
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0 15-B-111. Assessment market value standard 

exceptions. {1) All taxable property must be assessed at 

100\ of its market value except as otherwise provided in 

s~baeetion--tSt--of--thie--seetien--and--*n-%5-~-%%%-throagh 

%5-~-%14. 

(2) (a) Market value 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 aircraft 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-l5-6-t3•-throa<Jh-i5-6-l•&-and--l5-6-l45 

thro~gh-iS-6-%49, except: 

(a) the wholesale value for agricultural implements 

and machinery is the loan value as shown in the Official 
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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; and 

(c) as otherwise authorized in Title 15 and Title 61. 

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

same as appraised value. 

(5) The taxable value for all property in-eiasses-fo~r 

~hreu9h--eieYen--and--£t£teen--thre~gh---nineteen is the 

percentage of market or assessed value established for each 

class of property in-i5-6-i34-thre~~h-t5-6-i4i-and--i5-6-i45 

thre~~h-i5-6-i49. 

(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. 

(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 100\ of the productive capacity of the lands 

when valued for agricultural purposes. All lands that meet 
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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 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 

ownership of the land; 

(b) the taxpayer makes a written request; or 

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

t8t--~he--taxabie-vai~e-of-a±i-property-in-t5-6-i3i-and 

e%asees-~wo7--th~eey--and--thirteen--~s--the--pe~eenta9e--of 

assessed---vai~e---estab%ished---*n--t5-6-i3lt~tT--i5-6-i3~T 

i5-6-i33y--and--l5-6-l43--fer--eaeh---elass---of---propertyT 

(Subsections (J)(a) and (3)(b) applicable to tax years 

beginning after December 31, 1985--sec. 4, Ch. 463, L. 1985. 

Subsection (6)(d) and references in (B) (now deleted] to 

class thirteen and 15-6-143 terminate January 1, 1991--sec. 

10, Ch. 681, L. 1985.)" 

NEW SECTION. Section 3. 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. 
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1 NEW SECTION. Section 4. Codification instruction, 

2 Section 1 is intended to be codifie4 as an inttgral part of 

3 Tit~e 1~, ch4pter 6, part 1, and the provisions of Title 15, 

4 chapter 6, apply to section 1. 

5 NEW SECTION. section 5. Effective date 

6 applicability. This act is effective on passage and approval 

7 and applies to taxable years beginning after December 31, 

8 %986 %98T 1986. 

-End-
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HOUSE BILL NO. 816 

INTRODUCED BY ASAY, RAMIREZ, KELLER, SANDS 

A BILL FOR AN ACT ENTITLED: "AN ACT CREATING A NEW CLASS 

TWENTY CLASSIFICATION FOR PROPERTY TAX PURPOSES; 

ESTABLISHING REQUIREMENTS FOR DETERMINING THE MARKET VALUE 

OF CLASS TWENTY PROPERTY; ESTABLISHING LOCAL GOVERNMENT 

APPROVAL AS A PREREQUISITE FOR CLASSIFICATION AS CLASS 

TWENTY PROPERTY; CLARIFYING TERMINOLOGY RELATING TO TAXABLE 

VALUE, MARKET VALUE, AND ASSESSED VALUE; AMENDING SECTION 

15-8-111, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND 

A-RB~R9Ae~iYB AN A RETROACTIVE APPLICABILITY DATE." 

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

NEW SECTION. Section 1. Class twenty property 

description -- method of valuation taxable percentage. 

(1) Class twenty property includes all real and personal 

property that~ 

~ is integrally related in a single working unit 

aru!1._ 

(B) IS devoted exclusively to the processing of 

agricultural or timber products; AND 

1£1 1!1 HAS NOT BEEN IN PRODUCTION FOR 12 CONSECUTIVE 

MONTHS OR HAS BEEN ACQUIRED IN AN ARM'S-LENGTH TRANSACTION 

BY AN UNRELATED PERSON, INCLUDING AN ACQUISITION IN A 

~.,.-.,..,,.c ...... 
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FORECLOSURE SALE OR BANKRUPTCY PROCEEDING; OR 

(II) HAS BEEN ACQUIRED IN A FORECLOSURE OR BANKRUPTCY 

PROCEEDING BY A PERSON, AS DEFINED IN 15-1-102, HAVING NO 

RELATIONSHIP TO OR INTEREST IN THE PROPERTY PRIOR TO THE 

TRANSACTION. 

(2) In determining the market value of class twenty 

property, the department shall ~se-~fte-form~ia-Y•ffR-wftere~ 

tat--Y-is-the-mar~et-•al~e--or--the--preperty--ror--the 

e~rren~-~axae±e-year~ 

tbt--1--~s--the--net--ineome--pree~eee--by-the-property 

darin9-~he-immediateiy-preeedin~-~axa8le-year--and--au•t--be 

the-same-amount-as-the-net-ifteem~-~~per~ed-~e-the-d~pa~emefte 

as--preYided--~n--~~tie--%57-eftap~er-3%,-ror-~he-immedia~ely 

preeediftq-eaxahie-year~-and 

tet--R-is-tfte-eapita%izatioft-rs~e-~e-b~--determined--by 

ehe-departmeftt-as-pro¥ided-in-s~bs~etien-t3t• 

t3t--The--eapita%~zatieft--~ate--is--the--a•era~e-aftn~ai 

interest-~ate-on-ag~ie~it~rai--%eane7--as--reperted--hy--the 

£ede~ai--iana--ban~--asseeiatien-c£-Spokaney-Washift~ton,-£er 

the-ea±endar-year-iMMediate%y-preeeaing-the-e~rrent--~axab%e 

yearT--pl~s--~he--e££eetive--tax--rate--ift-Mentana-for-elass 

twenty-preperty-determined-as-provided-~n-~~beeetion-t4t• 

t4t--~he--erreeti•e--tax--ra~e--is--eale~iated--by--the 

department--for--the--e~rrent--taxable--year-by-d±viding-the 

sta~ewide-total-e~timated-tax-d~e-on-elaee--twenty--preperty 
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tor--the--immediateiy--preceding-year-~y-~he-statewide-total 

market-vai~e-o£-eiass-twenty-property--fer--the--±mmediateiy 

preceding-year• 

tSt--Property--that--meets--tfte--deseriptien--o£--ciass 

twenty-property-in-s~bsectien-tlt-that-dees-not-have--a--net 

income--stream-trom-which-te-eale~iate-its-market-vaiae-mast 

be-vai~ed~ 

tat--on-the-basis-of-its-eonstr~etion--eost--it--it--is 

newly-constracted;-or 

tbt--iE--not-newly-eonstr~eted,-at-the-eost-at-which-it 

was-aeqttired7 --whether--the--method--o!--aeqaisition--was--a 

eontraet--ror--deedr-mortgage,-tee-simpie-pttrehase,-parehase 

at-bankr~ptey7 -er-afty-e~ft~~-eraneae~ten-een~idered-ee-be--an 

ar~~s-ienqth-transaetienT REDUCE THE ASSESSED VALUE BY 25\ A 

YEAR FOR EACH YEAR THE PLANT CONTINUES TO BE OUT OF 

PRODUCTION UNTIL THE MARKET VALUE IS REDUCED TO SALVAGE 

VALUE. 

ill P9bb9WfNS--~HB UPON COMMENCEMENT OF PRODUCTION OR 

AN ACQUISITION DESCRIBED IN SUBSECTION (1)(C)(II), PROPERTY 

CLASSIFIED AS CLASS TWENTY MUST REMAIN AT THE PRECEDING 

YEAR'S VALUATION FOR THE SUCCEEDING 12 MONTHS. FOLLOWING THE 

END OF THE 12-HONTH PERIOD, THE PROPERTY MAY BE CONSIDERED 

NEW OR EXPANDING INDUSTRY AS PROVIDED IN TITLE 15, CHAPTER 

24, PART 14. 

t6ti!l Property in class twenty is taxable at 3.86\ of 
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its market value. 

NEW SECTION. SECTION 2. APPLICATION FOR 

CLASSIFICATION AS CLASS TWENTY PROPERTY LOCAL GOVERNMENT 

APPROVAL REQUIRED. (1) A PERSON APPLYING FOR CLASSIFICATION 

OF PROPERTY AS CLASS TWENTY PROPERTY SHALL MAKE AN 

APPLICATION TO THE DEPARTMENT OF REVENUE ON A FORM PROVIDED 

BY THE DEPARTMENT WITHOUT COST. 

(2) THE DEPARTMENT MAY NOT GRANT AN APPLICATION FOR 

CLASSIFICATION OF PROPERTY AS CLASS TWENTY PROPERTY UNLESS 

THE GOVERNING 

CITY OR TOWN 

FOLLOWING DUE 

BODY OF THE AFFECTED COUNTY OR INCORPORATED 

APPROVES THE APPLICATION BY RESOLUTION, 

NOTICE AS DEFINED IN 76-15-103 AND A PUBLIC 

HEARING, FOR ITS RESPECTIVE JURISDICTION. 

(3) THE RESOLUTION PROVIDED FOR IN SUBSECTION (2) MUST 

SPECIFY THE PROPERTY THAT THE TAXING JURISDICTION APPROVES 

FOR CLASSIFICATION AS CLASS TWENTY PROPERTY. 

(4) THE PROPERTY VALUATION REDUCTION GRANTED TO CLASS 

TWENTY PROPERTY UNDER [SECTION 1) APPLIES ONLY TO THE NUMBER 

OF MILLS LEVIED AND ASSESSED FOR LOCAL HIGH SCHOOL DISTRICT 

AND ELEMENTARY SCHOOL DISTRICT PURPOSES AND TO THE NUMBER OF 

MILLS LEVIED AND ASSESSED BY AN APPROVING GOVERNING BODY 

OVER WHICH IT HAS SOLE DISCRETION. IN NO CASE MAY THE 

PROPERTY VALUATION REDUCTION FOR CLASS TWENTY PROPERTY APPLY 

TO LEVIES OR ASSESSMENTS REQUIRED UNDER TITLE 15, CHAPTER 

10; 20-9-331; 20-9-333; OR OTHERWISE REQUIRED UNDER STATE 
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Section 3. 

"'15-8-lll. 
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Section 15-8-111, MCA, is amended to read: 

Assessment market value standard 

exceptions. (1) All taxable property must be assessed at 

100\ of its market value except as otherwise provided ~ft 

~~bs~e~ieft--tSt--o£--eh~~--~ec~ion--ane--ift-lS-~-lil-thre~~h 

15-1-iH. 

(2) (a) Market value is the value at whi.ch 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 aircraft 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-threHgo-15-6-146-and--%5-6-%45 

~k~oM~k-15-6-%49, except: 
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(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 

farm and power equipment dealers association, St. Louis, 

Missouri: aftd 

(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; and 

~as otherwise authorized in Title 15 and Title 61. - -

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

same as appraised value. 

(5) The taxable value for all property ~ft-eia~~es-£ocr 

throu9h--eteveft--aftd--£i£teeft--thrOM9h---~~ft~~eeft is the 

percentage of market or assessed value established for each 

class of property ±ft-%5-6-134-through-15-6-14%-and--%5-6-145 

through-15-6-149. 

(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. 

(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 
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assessed at 1001 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 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 

ownership of the land; 

(b) the taxpayer makes a written request; or 

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

15 t8t--~h~--tsMsbi~-vsin~-of-sii-prep~rty-in-l5-6-i3l-and 

16 eiasses-two,--ehPee,--and--~hirtee~--±s--the--pereenea~e--oE 

17 a~~~~~~d---vslne---e~tabii~hed---in--i5-6-i3it~tT--i5-6-i3~7 

18 i5-6-l337--snd--i5-6-i43--fer--~seh---els~s---of---property~ 

19 (Subsections (3)(a) and (3)(b) applicable to tax years 

20 beginning after December 31, 1985--sec. 4, Ch. 463, L. 1985. 

21 Subsection (6)(d) and references in (8) [now deleted) to 

22 class thirteen and 15-6-143 terminate January 1, 1991--sec. 

23 10, Ch. 681, L. 1985. )" 

24 NEW SECTION. Section 4. Extension of authority. Any 

25 existing authority of the department of revenue to make 
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rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 5. Codification instruction. 

Seetion-l-i~ SECTIONS 1 AND 2 ARE intended to be codified as 

an integral part of Title 15, chapter 6, part 1, and the 

provisions of Title 15, chapter 6, apply to ~eetion-l 

SECTIONS l AND 2. 

NEW SECTION. Section 6. Effective date 

applicability. This act is effective on passage and approval 

and applies to taxable years beginning after December 31, 

H86 i98~ 1986. 

-End-
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STANDING COMMITTEE REPORT 

SENATE A['ril 19 87 

MA. PRESIDENT 

We, your commn1ee on .T.AJ(ATION 

hav1ng had under cons•derat1on !I.O!JSJ': BILL No .. 816 

__]_p_;L _ read'n] copy 1 _ blu~ 
color 

ASAY (MAZUREK 

NEW CLASS 20 PROPERTY FOR AGRICULTURAL PROCESSING AND TIMBER PLANTS 

Re~pectfully 1epo11 as follows. Tnat 

be amended as follows: 

L Title, line 7. 
Following: 11 PROPERTY;,. 

816 HOUSE BILL ...................... No 

Insert: "ESTABLISHING LOCAL GOVERNMENT APPROVAL AS A PREREQUISITE FOR 
CLASSIFICATION AS CLASS TWENTY PROPERTY; 11 

2. Pa~e 3. 
Following: line 24 
Insert: "NEW SECTION. Section 2. Application for classification as 

cl~ss twenty property--local government approval required. (1) A 
person ap~lying for classification of property as class twenty 
property shall make an application to the department of revenue, 
cr. ::!. f8::-~--pro'!ided by the department without cost. 

(2) Tt-.e dep<lrtment may not grant an cipplication for class­
ification of t)roperty as class twenty property unless the governing 
body of the affected county or incorporated city or town approves 
the d.tJ:t.Jlicatlon by resolutio:1, following due notice as defined in 
76-15-103 ~r~~ a public hearing, for its respective jurisdiction. 

~ 

(3) The resolution provided for in subsection (2) must specify 
the prol,-lerty th:o.t the taxing jurisdiction approves for classificatio 
as class twen~y property. 

(4) The property valuation reduction granted to class twenty 
propcrtj' un~e:r [section 1] applies only to the number of mills 
levied and as.=•::"Ssed tor local high school district and elementary 
school dis"Cr-::::t. purposes und to the number o£ mills levied and asses 
by an approv~~g gover11ing body uver wh1ch it has sole discret10!l. I 
no case may ti~.o: property valuation reduction for the class twenty 
property at=-:::l:.· to levies or assessments reyuired under Title 15, 
chapt2r 10, 2.0-9-331, 20-9-333, or otherwise required under state lu 

Renumber: subse-;:,;~:1t sections 
l)tj(;~~ ~I 

(CONTINUED/~~ ~r 
Clo.J1r,na•1 

J_'-0 

• 

• 

·l 

\';F 

• 

Senate ·raxation Committee 

3. Page 
Strike: 
Insert: 

7, line 2. 
"Section 1 is" 
''Sections l and 2 are'' 

4. Puge 7, line 4. 
Strike: "section l" 
Insert: "sections 1 and 2'' 

AND AS_I\MENDED 

BE CONCURRED Il~ 
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April ll, 19 87 
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