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BILL NO.
INTRODUCED BY ' LQLAJ

A BILL FOR AN ACT ENTITLED: "AK 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 weorking unit
and devoted exclusively to the processing of agricultural or
timber products.

{2) 1In 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) 1 1is the net 1income 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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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
interest rate on agricultural 1loans, as reported by the
federal land bank association of Spokane, wWashington, 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 to calculate its market value must
be valued:

(a) on the basis of its constructicon cost if it is
newly constructed; or

(b) if not newly constructed, at the coast at which it
was acquired, whether the method of acquisition was a

contract for deed, mortgage, fee simple purchase, purchase

INTRODUCED BILL
HB-81/¢
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at bankruptcy, or any other transaction considered to be an
arm's-length transaction,

(6) Property 1in class twenty is taxable at 3.86% of
its market value.

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

"15-8~111. Assessment -- mark : wvalue standard --
exceptions. (1) All taxable property must be assessed at
100% of its market value except as ctherwise provided in
subaecetion-t5¢-0f--this--secrion--and-—-+tn--+5-7-11t--through
15-F~-114,

(2) {(a) Market wvalue 1is the value at which property
would change hands between a willing buyer and a willing
seller, neither being under any compulsion to buy or tc 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 quides
and manuals or the value of the vehicle before
reconditioning and profit margin. The department cf revenue
shall prepare wvaluation 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 wvalue from market
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value in making the official assessment and appraisal of the
value ©of property +n-15-6-134-throngh-35-6-140-and-35-6-145
chreugh-15-6-143, except:

{a} the wholesale value for agricultural implements
and machinery 1is the loan value as shown in the Official
Guide, Tractor and Farm Equipment, published by the national
farm and power equipment dealers association, St. Louils,
Missouri; and

{b) for agricultural implewents 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 wvalue is the
same as appraised wvalue.

(5) The taxable walue for al! property th-classes-fonr
through--—eleven---and---fifteen- -threuwgh--nineteen is the
percentage of market or assessed value estabiished for each
class of property #n~¥5-6-134-throngh-tb-6-1d4i-and-+5-6-145
through—-+5-6-149.

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

{a) Properties in 15~6-131, under ¢lass one, are
assessed at 100% of the annual net proceeds after deducting

the expenses specified and allowed by 15-23-503.

-4 -
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(b) Properties in 15-6-132, under c¢lass 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-i43, under class thirteen, are
assessed at 100% of the combined appraised value of the
standing timber and grazing productivity of the 1land .. on
valued as timberland.

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

{a) ownership of the improvements 1is different £from
cwnership of the lang;

(b) the taxpayer makes a written request: or

(c) the 1land is outside an incorporated city or town.

t8y--Fhe-taxable-vatue-of-aii-property-in-1+5-6-131—-and
ctasses--twoy-—threes—-and--thirteen--ias--the--percentage-of
adsessed-—-vatue--estabtished---in——-15-6-132¢2¥37~--15-6-1327
15-6-133;---and-—-15-6-143--for--each--class-—of-—-properey~
(Subsections (3)({a) and (3)(b) applicable to tax vyears
beginning after December 31, 1985--sec, 4, Ch. 463, L. 1985,
Subsection (6}({d) and references 1in (B8) {now deleted] to

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

NEW SECTION. Section 4. Codification instruction.
Section 1 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 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 31,

1986.

—-End-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB816 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATTON:

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 retrocactive 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 TMPACT:

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 te the state based on the presence of the corporation in the state.

The proposal, therefore, would require plant specific income reporting by the taxpayers.

Q(Qy,/ / @/, DATEJZV/?P / ;7 /%‘V’ DATE -’Zsﬁ’?

DAVID L. HUNTER, BUDGET DIRECTOR TOM &SAY, PRIMARY NSOR
Office of Budget and Program Plannlng

Fiscal Note for HB816, as_introduced.

e 9/C
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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 HNEW 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; RMENDING
SECTION 15-B-111, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE

DATE AND A-REPROAEFIVE AN APPLICABILITY DATE.™

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

NEW SECTION, Section 1. Class twenty property --
description -- method of valuation -- taxable percentage.
(1) Claass twenty property includes all real and perscnal
property that:

(A) is integrally related in a single working unit
and;

(B} IS devoted exclusively to the processing of
agricultural or timber products; AND

(C) HAS NOT BEEN 1IN PRODUCTION FOR 12 CONSECUTIVE

MONTHS .
{2) In determining the market value of class twenty
property, the department shall use-the-formuta-Vei/R--where:

fu1--V——i:——the—-market—-va&ue—-of—thefpropertyufor-the
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eurrent-taxable-years
tby—-i-is-ehe-—nee-—income--produced--by—-the--property
during--the--immediatety--preceding-taxablie-year-and-mest-be
the-same-anount-as-che-net—-income-reporked-ta-ehe-department
as-provided-in-Pitie-i5sy-chapter--3ty--for--the--immediateiy
preceding-taxabie-year;—and
tcy--R-——ta--the-capitatiration-rate-to-be-determined-by
the-department-as-provided-in-subsection-+33-
¢3y--Phe-capitaliration--rate-—ia--the-—average--annuat
incerest—-rate—-on--agriculturai--toansy--as-reported-bhy-the
federat-iand-bank-association-of--Spockaney--Washingtoan;—-for
the--catendar-year-immediately-preceding-the-current-tarable
yeary-pius-the-effective-—-tax--rate--in--Mantana--for--cltass
twenty-property-determined-as-previded-in-subsection-{4)+
t4y--Fhe--effective—-tax—-rate--ia--catcutated--by--the
deparkment-for-the-current--taxabie-——-year--by--dividing--the
statewide--total--estimated-ecax-due-on-ciass-ewenty-property
Eor-the-inmediateiy—pfceedinq—yenf—by-—the--stuéewide~—tcta}
market--vatue--of--ctass-twenty-property-for-the-immediately
preeeding-years
{53--Property-—-that--meets--the--deseription—-eof--class
twenty--property-—-in-subsection-tiy-that-doeas-not-have-a-net
income-atream-from-which-to-caiculate-tta-market-vaiue--must

be-vatueds:

tay--on--the--basta--of--its-construction-cost-2Ff-tk-is

-2- HB 816
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newiy-conatructed;-or
thy--tf-not-newlty-constructedr-at—-the-cost-at-which-—-it
was--acquired;--whether--the--method--of--aequisttton--was-a
contract-for-deed;-mortgages-fee-simpie—-purchase; - -purchase
at——bnnkruptcy;—orfany—atherwtransaeticnjcensidefed-to-he—an

armis-}engen-transaction: REDUCE THE ASSESSED VALUE BY 25% A

YEAR FOR EACH VYEAR 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.

t63(4) Property in class twenty is taxable at 3.B86% of
its market value.

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

"“15-8-111. Assessment -- market wvalue standard --
exceptions. (1) All taxable property must be assessed at
100% of its market value except as otherwise provided in
subsection——{5)—-of--this--section——and--in-15-?-1ti-through
35-7-% 34,

(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

-3- HB 816
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value o©of all motor trucks; agricultural taools, implements,
and machinery; and vehicles of all kinds, including but not
limited to aircraft and boats and all watercraft, is the
average whalesale value shown in national appraisal guides
and manuals or the value of the wvehicle 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 1lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in—iS—G-tid—thraugh—i5—6-iﬁe-end~—}5—6—i45
throagh-15-6-149, except:

{a) the wholesale value for agricultural implements
and machinery is the loan value as shown in the Offjcial
Guide, Tractor and Farm Equipment, published by the national
farm and power eguipment 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 inm Title 15 and Title 61.

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

same 4s appraised value.

-4~ HB 816
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{8} The taxable value for all property in-ciassea—fonr
through--eteven--and--fifreen--through---nineteen is the
percentage of market or assessed value established for each
class of property *n-15-6-134-ehrough-15-6-141-and--15-6-145
through-15-6-149,

(6} Tne assesced wvalue 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 1in 15-6-132, under class two, are
assessed at 100% of the annual gross proceeds.

(C) P(opdtties in 15-6-133, wunder <c¢lass three, are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposes. All lands that meet
the qualificaticons of 15-7-202 are wvalued 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;

-5- HE 816
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{b} the taxpayer makes a written request; or

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

fB1-—The-»tnxnb}e—va}ue—of-aii—property—in—iﬁ—ﬁ—iaiéand
ciasses—tnov——threev—-and-—thirteen-—&s--the—~perccntuqe--eﬁ
n:sessed———vaiue---estabiished———in-fis-é—iai(2}77~15—6~1327
i5—6-i337——and—-15-6—k43——EorG—eachv—-cla:s-——oé-——prapertyr
{Subsections (3)({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 (8) [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.

NEW SECTION, Section 4. Codificatian instruction.
Section 1 is intended to be codifjed as an integral part of
Title 15, chapter 6, part 1, and 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 31,
1906 1987.

~End-

—6- HB 816
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HOUSE BILL NO. 816
INTRODUCED BY ASAY, RAMIREZ, KELLER, SANDS

A BILL POR AN ACT ENTITLED: "AN ACT CREATING A NEW CLASS
THENTY 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(IMHEDIATE EFFECTIVE

DATE AND A-RETROACPEVE AN A RETROACTIVE APPLICABILITY DATE."

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

NEW SECTION, Section 1, C(Class twenty property --
description -- method of valuation -- taxable percentage.
(1} Class twenty property includes all real and perscnal
property that:

{A) is integrally related in a single working unit
and;

{(B) 18 devoted exclusively te the processing of
agricultural or timber products; AND

(C} (I) HAS NOT BEEN IN PRODUCTION EOR 12 CONSECUTIVE

MONTHS OR_HAS BEEN ACQUIRED IN AN ARM'S-LENGTH TRANSACTION

BY AN OUNRELATED PERSON, INCLUDING AN ACQUISITION IN A

FORECLOSURE SALE OR BANKRUPTCY PROCEEDING; OR

(IT) HAS BEEN ACQUIRED IN A FORECLOSURE OR BANKRUPTCY

@un: leglsiative councit
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PROCEEDING BY A PERSON, AS DEFINED IN 15-1-102, HAVING NO

RELATIONSHIP TO OR INTEREST IN TEE PROPERTY PRIOR TO THE

TRANSACTION.
(2} In determining the market value of class twenty
property, the department shall use-the-formule-v=%/R--wheres
tay--¥-—its--che--market——-vaine-—of-the-property-£far-the
eurrene-taxable-year;
tby—¥-ia-the--neb-——inceme-—producsed--by--the——property
during-—the—-immediateiy--preceding-taxabie-year-and-muat-be
the-same-amount-as-the-nek—income-reported-to-the-deparement
as-provided-in-Fiete-157-chapter--3i;-—fer--the--immediately
preceding-taxable-years-and
+e}--R-—is——the-capitatization-rate-ca-be-determined-by
the-department-as-provided-in-subseceion-t34+
$+3y--Fhe-capitariration--rate-—is--the--average--annuat
interest--rate--on—-agricuitural--loansy--as-reported-by-the
federal-iand-bank-association-of--Spekane;--Washington;——for
the——catendar—-year-immedintely-preceding-the—-current-taxabie
year;-ptus-the-effective--tax--rate—-in--Montana--for--ctass
twenty-property-determined-as-provided-in-subsection-{t43+
t4)--FPhe--effective--ktax--rate--is--caicutated--by--the
deparement—for-the-current--taxabte—-year--by--dividing--the
statewide--total--matimated-tax-due-on-class-twenty-preperty
for-the-immediatety-preceding-year-by-—the--statewide--totat

market-—vatue--of--cimss-twenty-property-for-the-immediately

-2~ HB 816
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preceding-years
+5)——-Property-—-that—-meets--the--deacription--of-~cinss
twenty--property--in-subsection-{ij-that-does-not-have-a-net
income-stream—£rom-which-to-cateuiate-its-market-vatue--must
be-valued:
tay—~on--the--basis--pf--ita-consktruction-cost~itf~2e-is
newiy-eonarructed-or
thy--if-not-newiy-connkrunceed;-at-the-cost-at-which--i¢
was-—acquireds——whether——-the-—-method--of--acquisition--wans-a
conkract-for-deed;-mortgage;-fee-asimpie-—purchase; —-purchase
at"-bankruptcy7~er:any—ether—eransu:tion—cansidered—to~be-an

armts-ltength-transactiont 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 TQO SALVAGE

VALUE.

(3) POLEOWENG-FHE UPON COMMENCEMENT OF PRODUCTION OR

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

CLASSIFIED AS CLASS TWENTY MUST REMAIN AT THE FRECEDING

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

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

REW OR EXPANDING INDUSTRY AS PROVIDED IN TITLE 15, CHAPTER

24, PART 14,

+63(4) Property in class twenty is taxable at 3.86% of
its market value,

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

-3~ HB 816
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"15-B-111. Assesament -- market wvalue standard --
exceptions. (1} All taxable property must be assessed at
100% of its market value except as othervise provided #n
subsection——-{5}--of-—this-—section--and--in-15-3-3t1-through
*5-F-11 4.

(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 sgell
and both having reascnable knowledge of relevant facts.

(b) Except as provided in aubsection (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 tn-15-6-134—through-:5-6-148-and--15-6-145
through-15-6-149, except:

{a) the wholesale value for agricultural implements

and machinery is the loan value as shown in the  Official

-4~ HB 816
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Guide, Tractor and Farm Equipment, published by the national
farm and power egquipment 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 gquide; and

{c} as otherwise authorized in Title 15 and Title 61.

{4) PFor 'purposes of taxation, assessed value is the
same as appraised value.

{5) The taxable value for all property in-ctasses-four
chrough--eteven--and--£ifceen—-through-——nineteen is the
percentage of market or assessed value established for each
class of property #n-15-6-134-through-15-6-i43-and--35-6-145
threugh-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, ate
assessed at 100% of the productive capacity of the 1lands

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 ocutside an incorporated city or town.

t8y-—-Phe-—taxabie-vatue-cf-ali-property-in-15-6-131i-and
classes-tkwor--threey——and--thirteen--ts--the--percentage——of
assessed---value---esteblished———4n—-35-6-33342y;—-15-6-1327
15-6-133y--and--15-6-143--Ffor—-each~--ciass-—--of-—-propertys
(Subsections {3){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 (8) [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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BEW SECTION. Section 4. Codification instruction.
Section 1 is intended teo be codified as an integral part of
Title 15, chapker 6, part 1, and the provisions of Title 15,
chapter 6, apply to section 1.

NEW SECTION. Section 5. Effective date -

applicability. This act ls effective on passage and approval
and applies to taxable years beginning after December 31,
1986 3987 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-REPROACPIVE AN A RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE QF 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:

(A) is integrally related in a single working unit
and;

B I8 devoted exclusively to the processing of

agricultural or timber products; AND

{C) {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
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FORECLOSURE SALE OR BANKRUPTCY PROCEEDING; OR

{IT} HAS BEEN ACQUIRED IN A FORECLOSURE OR BANKRUPTCY

EROCEEDING 8Y 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-formuta-Ve¥/R-wherer
tay--v-ta-the-market-vatue--of--the--propeeey——for—-the
current-taxabie-years
tby-—-f--its-—the--net--income--produced—-by-the-property
during-the-immediately-preceding-taxable-year—-and-—-nusec—-be
the-same-amount-as-the-net-income-reparted-to-the-deparement
as--provided--in--Pitie--157-chapter-3i;-for-the-immediately
preceding-taxabia-years-and
te}——R-is-the-capitatization-rate-to-be-——datermined--by
the-department-as-provided-in-subsection—¢33=
+33-—-Fhe--capitatization--rate--ts--the—-average-annuat
interest-rate-on-agricutedral-—-teans;—-as--reported--by——the
federat--1and--bank--asseciation-of-Spokaner-Washingtenr-fer
the-catendar-year-immediateiy-preceding-the-current—-tarabie
yearr-—-plus—-the--effective-~tax--rate--in-Montana-for-ciass
twenty-property-determined-as-provided-in-subsection-té41~
t4)——FPhe--effective-—-tax~-rate~—-is——catcutated--by--the
deparement--for--the--current—-taxable--year-by-dividing-the

statewide-total-estimated-tax-due-on-ciass—-twenty-—proeperey

-2- HB 816
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for--che--tmmedtately--preceding-year-by-the-statevide-tatal
market-vatue-cf-cinss-cwenty-property--for--the—-immedratety
preceding-year:

t5%+-~Property——-that--meets-—-the--deseriptisn--of--ciass
twenty-property-tn-snbsection-{i-that-does-not-have--a--net
income——-stream-from-which-to-calculate-tes-market-vatue-must
be-vaiugeds

tay-—on-the-basis-of-tts-conseruction—-cost—-tf--it--is
newiy-constructed;-or

tby-—tE--net-newiy-constructed; -ab-the-cost-at-which-i+
was-acquired;--whether-—the——-method--of--acquisition--was--a
econtract--for--deed;—mortgages—-£fee-simpie—purchase;-purchase
at-bankrupteys-or-any-other-transaction-conatdered-to-be--an

armls-iength—-transactions REDUCE THE ASSESSED VALUE BY 25% A

YEAR FOR EACH YEAR THE PLANT CONTINUES TO BE OUT QF

PRODUCTION UNTIL THE MARKET VALUE IS REDUCED TO SALVAGE

VALUE.

(3) FPOLEOWING--PHE 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-MONTH PERIQD, THE PROPERTY MAY BE CONSIDERED

NEW OR _EXPANDING INDUSTRY AS PROVIDED IN TITLE 15, CHAPTER

24, PART 14.

+6¥(4)} 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 GOVERHMENT

APPROVAL REQUIRED. (1) A PERSON APPLYING FOR CLASSIFICATION

QF 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 BODY QF THE AFFECTED COUNTY OR INCORPORATED

CITY QR TOWN APPROVES THE APPLICATION BY RESQOLUTION,

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

HEARING, FOR ITS RESPECTIVE JURISDICTION.

{3) THE RESQLUTION 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 TC THE NUMBER OF

MILLS LEVIED AND ASSESSED BY AN APPROVING GOVERNING BODY

OVER WHICH IT HAS SOLE PDISCRETION. 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

—4- HB 816
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LAW.
Section 3. Section 15-8-111, MCA, is amended to read:
"15-8-111. Assessment -—- market wvalue standard —-
exceptions. (1) All taxable property must be assessed at

100% of its market value except as otherwise provided in
subsection—-t53--of--this—-section--and--in-15-7-1itt-through
15-3-114.

{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 4n-15-6-134-threuqgh-15-6-148-and--15-6-145

through-15-6-149, except:

-5- HB 816
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{a) the wholesale value Ffor agricultural implements
and machinery is the loan value as shown in the Qfficial
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 £he values reflect the same
depreciation as thcse 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 preperty in-classes—feour
through--eteven—-and--fifteen--threugh--——ninereen is the
percentage of market or assessed value established for each
class of property tn-:5-6-134-through-15-6-141-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

-6~ HB 816
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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 wvalued as agricultural
lands for tax purposes.

{d) Properties in 15-6-143, under class thirteen, are
assessed at 100% of the combined appraised wvalue 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

(¢} the land is outside an incorporated city or town.

t8y--Phe--taxabte-vatue-of-ali-preperty-in-15-6-:3t-and
etasses-ewoy--threey-—and--thirteen--is—-the--percentage——of
assassed---vailne---established-—-tn--15-6-133¢2y7--25-6-132;
$5-6-1337--and-~15-6-143--for--each---ciass---ecf---prepertys
{Subsections (3)(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 (8) [now deleted] to
class thitteen and 15-6-143 terminate January 1, 19%i--sec.
10, Ch. 681, L. 1985.)"

NEW SECTION. Section 4. Extension of authority. Any

existing authority of the department of revenue to make

-7~ HB 8l6
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rules on the subject of the provisions of this act 1is
extended to the provisions of this act.
NEW SECTICN. Section 5. Codification instruction,

Seetian—1-+s SECTIONS 1 AND 2 ARE intended teo be codified as

an integral part of Title 15, chapter 6, part 1, and the
provisions of Title 15, chapter 6, apply to seetion-i

SECTIONS 1 AND 2,

NEW SECTION. Section §. Effective date -
applicability. This act is effective on passage and apprcval
and applies to taxable years beginning after December 31,
1386 1987 1986.

~End-
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STANGING COMMITTEE REPORT Senate Taxation Committee

SENATE e BpTL L

MA. PRESIDENT ' 3. Page 7, line 2.
Strike: "Section 1 is"®
We, yourcommmeeon.. . ...  TAXATION Insert: "Sections 1 and 2 are"

baving had under consideration e HOUSE BILL . No 816 4. Page 7. line 4.

' e Strike: "section 1"

,n§£§hwtgf,_rmgmg“mv|ib1ue B Insert: “scctions 1 and 2"
color

ASAY { MAZUREK )

NEW CLASS 20 PROPERTY FOR AGRICULTURAL PROCESSING AND TIMBER PLANTS

Respectiully report as follows. That . ,..“”m.ggggg.ﬁ;y%._ s S ,,”,.““‘No“.gkﬁ ......
be amended as follows:
1. Title, line 7.
Following: "PROPERTY;"
Insert: "ESTABLISHING LOCAL GUVERNMENT APPROVAL AS A PREREQUISITE FOR
CLASSIFICATION AS CLASS TWENTY PROPERTY;"
2. Page 3.
Following: line 24 .
Insert: "NEW SECTION. Sectlon 2. Application for classification as
class twenty property--local government approval reguired. (1y A

person applying for classification of property as class twenty
property shall make an application to the department of revenue,
cn 2 formeprovided by the department without cost.

(2) The department may not grant an application for class-
ification of property as class twenty property unless the governing
hody of the affected county or incorporated <ity or town approves

the application by resolution, following due notlice as defined in AND AS AMENDED
76-15%~103 anad & public hearing, for its respective jurisdiction.
(3) The resolution provided for in subsection (2) must specify BE CONCURRED IW

the property that the taxing jurisdiction approves for classificatio
as ¢lass twenty property.

{4) The property valuation reduction granted to class twenty
property undar [section 1] applics only to the number of mills

levied and as:cessed for local high school district and elementary Fa)
school disctrizt purposes and to the number of mills levied and asses §g
by an approving governing body ovver which it has sole discretion. 1 \\
no case may tne property valuation reduction for the class twenty

property apt to levies or assessments regquired under Title 15,
chaptor 10, 20-9-331, 20-9-333, or otherwise required under state la
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