HOUSE BILL NO. 125

INTRODUCED BY HARRINGTON, DAILY, LYNCH,
PAVLOVICH, GIACOMETTO, WHALEN

IN THE HOUSE

JANUARY 11, 1989 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION.

JANUARY 12, 1989 FIRST READING.

MARCH 28, 1989 COMMITTEE RECOMMEND BILL

DO PASS AS AMENDED. REPCRT ADOPTED.
MARCH 29, 1989 PRINTING REPORT.

SECOND READING, DO PASS.
MARCH 30, 1989 ENGROSSING REPORT.

THIRD READING, PASSED.
A¥®ES, 77; NOES, 22.

TRANSMITTED TO SENATE.
IN THE SENATE

MARCH 31, 1989 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION.

FIRST READING.

APRIL 5, 1989 COMMITTEE RECOMMEND BILL BE
CONCURRED IN. REPORT ADOPTED.

APRIL 6, 1989 SECOND READING, CONCURRED IN.

APRIL 10, 1989 THIRD READING, CONCURRED IN.

AYES, 45; NOES, 3.

RETURNED TO HOUSE.



IN THE HOUSE
APRIL 10, 1989 RECEIVED FROM SENATE.
SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.



51st Legislature

10
11
12
13
14
15
16
17
18
1%
20
21
22
23
24

25

LC 0282/01

A BILL FOR AN ACT ENTITLED: "AN ACT AMENDING PROVISIONS
RELATING TO THE PROPERTY TAX FREEZE AND ALLOWING AN INCREASE
IN THE NUMBER OF MILLS THAT MAY BE LEVIED BY A TAXING UNIT
IF THE PURCHASING POWER OF THE TAXING UNIT EAS DECREASED BY
AT LEAST 1 PERCENT IN THE PREVIOUS CALENDAR YEAR; PROVIDING
AN EXEMPTION FROM THE FREEZE FOR LEVIES FOR ECONOMIC
DEVELOPMENT AND FOR MANDATED OR UNCONTROLLABLE COSTS OF
LOCAL GOVERNMENT UNITS AND SCHOOLS; ALLOWING LOCAL ELECTORS
TO REMOVE THE 1986-LEVEL LIMITATION ON LEVIES OR TO
INSTITUTE A DIFFERENT LIMITATION; EXTENDING THE TERMINATION
DATE OF THE FREEZE; AMENDING SECTION 15-10-412, MCA, AND
SECTION 6, CHAPTER 654, ©LAWS OF 1987; AND PROVIDING AN
EFFECTIVE DATE,"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. Adjustment of taxing unit
mill levies -—- decrease in purchasing power. (1) If the
purchasing power of a taxing unit has decreased by at least
1% in the preceding calendar year, the governing body of the
taxing unit may increase the limit provided in Title 15,
chapter 10, part 4, on the number of mills that may be

levied by a taxing unit by the same percentage as the
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purchasing power has decreased. The increase must be
computed on the number of mills the taxing unit was
authorized to levy in the prior year, including all
adjustments to the limitation provided in Title 15, chapter
10, part 4. A mill levy increase made pursuant to this
section may not result in a local government levying a
greater number of mills than the number set as a maximum by
law under a provision other than in Title 15, chapter 10,
part 4.

(2) Local government purchasing power is measured by
the change from one calendar year's to the next calendar
year's implicit price deflator for gross national product,
for the state and local government sector, prepared by the
U.S5. department of labor, bureau of labor statistics, or
other similar compilation that the bureau of business and
economic research of the university of Montana may in the
future recognize as the successor to that implicit price

deflator.

Section 2. Section 15-10-412, MCA, is amended to read:

*15-10-412, (Temporary) Property tax limited to 1986
levels —— clarification -- extension to all property
classes. Section 15-10-402 is interpreted and clarified as
follows:

(1) The limitation to 1986 levels is extended to apply

to all classes of property described in Title 15, chapter 6,

INTRODUCED BILL
B IRS
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part 1,

{2) The limitation on the amount of taxes levied is
interpreted to mean that the actual tax liability for an
individual property is capped at the dollar amount due in
each taxing unit for the 1986 tax year. 1In tax years
thereafter, the property must be taxed in each taxing unit
at the 1986 cap or the product of the taxable value and
mills levied, whichever is less for each taxing unit.

{3) The limitation on the amount of taxes levied doces
not mean that no further increase may be made in the total
taxable valuation of a taxing unit as a result of:

{a) annexation of real property and improvements into
a taxing unit;

(b} constructicn, expansion, or remodeling of
improvements;

(c) transfer of property into a taxing unit;

(d) subdivision of real property;

(e) reclassification of property;

(f) increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-132;

{g) transfer of property from tax-exempt to taxable
status; or

{h) revaluations caused by:

{i} cyclical reappraisal; or
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(ii) expansion, addition, replacement, or remodeling of
improvements.

{4} The limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actual tax liability on individual
property in each class as a result of:

{a) construction, expansion, replacement, ar
remodeling of improvements that adds value to the property:

(b) transfer of property into a taxing unit;

{c) reclassification of property;

(d} increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-132;

(e} annexation of the individual property intc a new
taxing unit; or

(f) conversion of the individual property from
tax—exempt to taxable status.

{5) Property 1in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, 1is completed
and new valuations are placed on the tax rolls and a new
base year designated, if the property is:

(a) new construction;

{b) expanded, deleted,

replaced, ar remodeled

-4-



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

25

LC 0282/01

improvements;

(¢) annexed property; or

(d) property converted from tax—exempt to taxable
status.

(6) Property described in subsections (5){a) through
{5)(d) that 1is not <c¢lass four, class twelve, or class
fourteen property is valued according to the procedures used
in 1986 but is also subject to the dollar cap in each taxing
unit based cn 1986 mills levied.

(7) The 1limitation on the amount of taxes, as
clarified in this section, is intended to leave the property
appraisal and valuation methodology of the department of
revenue intact. Determinations of county classifications,
salaries of local government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable wvaluation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unless:

{a) the taxing unit's taxable valuation decreases by

5% or more from the previcus tax year. If a taxing unit's
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taxable valuation decreases by 5% or more from the previous
tax year, it may levy additional mills to compensate for the

decreased taxable wvaluation, but tn-no-case-may the number

of mills levied pursuant to this subsection (a) may not
exceed a number calculated to equal the revenue from
property taxes for the 1986 tax year in that taxing unit,

{(b) the purchasing power of the taxing wunit has

decreased. If a taxing unit's purchasing power has decreased

by at least 1%, additional mills may be levied pursuant to

[section 1].
{(8) The limitation on the amount of taxes levied does

not apply to the following levy, budget category, or special

assessment categories, whether or not they are based on
commitments made before or after approval of 15-10-401 and
15-10-402:

{(a) rural improvement districts;

{b) special improvement districts;

(c) levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

{d} city street maintenance districts;

(e) tax increment financing districts;

(F) =satisfaction of judgments against a taxing unit;

{(g) electric company street lighting assessments; and

({h) revolving funds to support any categories

specified in this subsection {8)%;

_6_
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(i} levies for economic development authorized by

90-5-112; and

(i) levies to pay [Eor items or programs that are

mandated by federal or state government or over which the

taxing unit has no control.

(9) (a) The limitation on the amount of taxes levied
does not apply in a taxing unit if the voters in the taxing
unit approve an increase in tax 1liability at a general

election. The voters in a taxing unit may approve the

removal of the limitation or the establishment of a

different limitation, either in the number of mills to be

levied for one or more funds or in reference to the amount

of a particular levy.

(b) The wvoters in a taxing unit may approve an

increase in tax liability at a special election held

following a resclution of the governing body of the taxing
unit containing:

ta¥(i) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

tht{ii) an explanation of the nature of the financial
emergency;

tey{iii}) an estimate of the amount of funding shortfall
expected by the taxing unit;

td¥{iv}) a statement that applicable fund balances are
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or by the end of the fiscal year will be depleted;

¢te¥(v) a finding that there are no alternative sources
cof revenue;

¢£¥{vi) a summary of the alternatives that the
governing bedy of the taxing unit has considered; and

tg¥(vii) a statement cf the need for the increased
revenue and how it will be used.

(10) The limitation on the amount of taxes levied does
not apply to levies required to address the funding of
relief of suffering of inhabitants caused by famine,
conflagration, [] 4 gther public calamity. (Terminates
December 31, 1989--sec. &, Ch, 654, L. 1987.}"

Section 3. section 6, Chapter 654, Laws of 1987, is
amended to read:

"Section 6. ‘Termination. This act terminates December
31, 1989 1991."

NEW SECTION. Section 4. Effective date. [This act] is
effective April 4, 1989. If passage and approval occurs
after April 4, 1989, (this act] is effective on passage and
approval.

-End-



STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB125 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

" An act amending provisions relating to the property tax freeze and allowing an increase in the number of mills that
may be levied by a taxing unit if the purchasing power of the taxing unit has decreased by at least 1 percent in
‘the previous calendar year; providing an exemption from the freeze for levies for economic development and for
mandated or uncontrollable costs of local government units and schools; allowing local electors to remove the 1986-

“level limitation on levies or to institute a different limitation; extending the termination date of the freeze:
and prOV1d1ng an effective date.

'FISCAL IMPACT:

This bill would allow local governmments to increase property taxes: (1) to compensate for lost purchasing power as
a result of inflation; (2) by increasing the levy for economic development (MCA 90-5-112), or for state or

federally mandated programs over which the local  jurisdiction has no contrel, and (3) with the approval of voters
at a general election,

Clearly, an accurate assessment of the aggregate fiscal impact of this proposal is not possible without prior
knowledge of which jurisdictions would choose to increase levies in response to the above options.

However, if the assumption is that all jurisdictions would increase mills to fully compensate for lost purchasing
power, then revenues to local government would rise significantly over current law levels. Property taxes levied
for all purposes in FY89 totaled $526,706,810. Allowing an increase for lost purchasing power would increase total
revenue $29.4 million in FY90, and $61.3 million in FY91. (This assumes GNP deflators for state and local
governments of 128.8, 136.0, and 143.8 in CY88, CY89, and CY90, respectively.) (Source-Wharton Econometrics).

Historically, if total property taxes had been allowed to increase only in response to changes in the GNP deflator

for state and local government, the 1970 level of $177,287,940 would have increased to $529,177,639 by 1986.
Actual property taxes in 1986 were $590,939,425.

e
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(rvvl/ l'_L,,
RAY, SHACK]EFORﬁ BUDGET DIRECTOR DATE o DAN W. HARRINGTON

OFFIFE OF BUDGET AND PROGRAM PLANNING

Fiscal Note for HB 125, as introduced

H® 125




«n ~¥iscali Note Request, HBL25 as introduced
‘ Form BD-15 : I
Page 2

The bill makes no provision regarding the interaction of increases in taxable valuation, and increases in the GNP
deflator for state and local government. If taxable valuations rise more than enough tc compensate for lost
purchasing power, local governménts are assumed to be able to levy additional mills regardless.

The bill as drafted does not adequately define how to measure the decrease in local govermment purchasing power.
(See Section 1, paragraph 2). Nowhere is decrease in purchasing power defined. Also when referring to implicit

price deflators, the annual loss in purchasing power would be more appropriately defined as the percentage change.
in the deflator instead of. the absolute change.

HB 12§
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APPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL NO. 125
INTRODUCED BY HARRINGTON, DAILY, LYNCH,
PAVLOVICH, GIACOMETTO, WHALEN

A BILL FOR AN ACT ENTITLED: "AN ACT AMENDING PROVISIONS
RELATING TO THE PROPERTY TAX FREEZE AND-ALLOWING-AN-iNEREASE
EN--PHE~~NOMBRR-GP -MIbLLS-FPHAE-MAY -BE-BEVEED-BY¥-A-PARENG-UNE?
IP-PHE-PUREHASING-POWER-OF -FPHE-PAN INS-HNIP-HAS-BEEREASEB--B¥
AP--EEAST-1-PEREENT-IN-PHE-PREVIOUS-EALENDAR-¥EAR; PROVIDING
AN EXEMPTION FROM THE FREEZE FOR LEVIES FOR ECONOMIC
DEVELOPMENT ANB--POR--MANDAPED--BR--UNEONTRObBLABLE-EO8F5-6F
LOCAL-GOVERNMENT -HUNITS—ANB-SEHEOOES 7 -ALROWENG -EOEAL—-~EBEETERS
PO-- -REMEOVE--FHE~-+986-bEVEb—-HEIMIPATION—-ON--LEVIES--BR--¥0
INSPIPUTE-A-DEPPERENP-bIMIPATION; EXTENDING THE TERMINATION
DATE OF THE FREEZE; AMENDING SECTION 15-10-412, MCA, AND
SECTION 6, CHAPTER 654, LAWS OF 1987; AND PROVIDING AN

EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA
NEW-SECTIBN:--Section-1r- Adjustment - - of -—taxing - -unit
miti-levies-—---@eecrease-in-purchasing--pewer:———{1}--if--the
purchnsing—-power—cf—a~taxing—unit—has—decreased~by—at—ieast
l%—in—the-preceding-caiendar—year;—the—governing—body—ef—the
tuxing-un&b—may—%ncrease—the-iimit*-provided-—in—-Tit{e——}BT

ehapter--107——part—— s—-o&n--the——number-cf-mitis-that-may-be
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tevied-by-a-taxing--unit--by--the--same--percentage--as--the
purehasing-—-power--has--decreaseds--The--increase--muat--be
eomputed--en—-the--pumber--of--miliis-—-the--taxing——unit--was
authorized---ta--tewvyp~—in—-the-—prior--year;--itnetuding-—-ati
adjustments-to-the-ltimteation-pravided-in-Pitere-157--chapter
$9y--part--d4r-—-A--miti--levy--itnerease-made-puraunanc-re-this
secttan-may-nok-resutt--in--a--tecai--government ——levying--a
greater--number-of-mitisa-than-the-number-set-as-a-maxirmum-by
itaw-under-a-provisten-sther-than-in-Prtie--357-—chapter--10+
pare—Hd<
t2}--boeat--government--purchastng-power-ia-measnred-by
the-change-froem—e&ne-calendar-yearta--to--the--next--catendar
yearts-——implicic--price-deflator-for-gross-—nationat-products
foar-the-segee-and-tocat-goevernment-sector;-prepared--by--the
HxSr--department--of--takor;--bureau-of-laber-statisticsy-or
ather-similar-compitation-that-the-bureau--of--businesa--and
economic——researeh--of-—the-untveratrty-af-Monbana-may-in-the
future-recognize-as-the-sueeessor—-to-—that--impticit--price

defiators
Section 1. Section 15-10-412, M2A, is amended to read:
*15-10-412. (Temporary} Property tax limited to 1986

levels -— clarification -- extension to all property

classes. Section 15-10-402 is interpreted and clarified as

follows:

(1) The limitation to 1986 levels is extended to apply

-2- HB 125

SECOND READING
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to all classes of property described in Title 15, chapter 6,
part 1.

{2) The limitation on the amount of taxes levied |is
interpreted to mean that the actual tax liability for an
individual property is capped at the doliar amcunt due in
each taxing unit feor the 1986 tax year. In tax years
thereafter, the property must be taxed in each taxing unit
at the 1986 cap or the product of the taxable value and
mills levied, whichever is less for each taxing unit.

{3) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the total
taxable valuyation of a taxing unit as a result of:

{a) annexation of real property and improvements into
a taxing unit;

(b) construction, expansion, or remodeling of
improvements;

{c) transfer of property into a taxing unit;

{d} subdivision of real property;

(e) reclassification of property:

(f) increases in the amount of producticen cor the value
of production for property described in 15-6-131 or
15-6-132;

{g) transfer of property from tax-exempt to taxable

status; or

{h) revaluations caused by:

-3- HB 125
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{i) cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvements.

(4) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actual tax 1liability on individual
property in each class as a result cof:

(a) construction, expansion, replacement, or
remodeling of improvements that adds value to the property;

{b) transfer of property into a taxing unit;

[c) reclassification of property;

(4) increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-132;

(e} annexation of the individual property intc a new
taxing unit; or

(€) conversion of the individual property from
tax-exempt to taxable status.

(5) Property in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed
and new valuations are placed on the tax rolls and a new

base year designated, if the property is:

{a) new construction;

—-4- HB 125
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{b) expanded, deleted, replaced, or remodeled
improvements;

{c) annexed property; or

(d} property converted from tax-exempt to taxable
status.

(6) Property described in subsections (5)(a)} through
{5)(d) that 1is not class four, class twelve, or class
fourteen property is valued according to the procedures used
in 1986 but is alsoc subject to the dollar cap in each taxing
unit based on 1986 mills levied.

{7) The 1limitation on the amcunt of taxes, as
clarified in this section, is intended to leave the property
appraisal and valuation methcodology of the department of
revenue intact. Determinations of county classifications,
salaries of local government officers, and all other matters
in which total taxable valuation is-an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations 1in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each

taxing unit for the 1986 tax year unlessz

t#y the taxing unit's taxable valuation decreases by

=5~ HB 125
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5% or more from the previous tax year. If a taxing unit's
taxable valuation decreases by 5% ot more from the previous
tax year, it may levy additiomal mills to compensate for the
decreased taxable wvaluation, but tn-ne-case-may IN NO CASE

MAY the aumber-of mills levied pursuant-to--this -subsectien

tat--may—net exceed a number calculated to egual the revenue
from property taxes for the 1986 tax vyear in that taxing

unit.

tby--the--porenaaing--power——of— -the-—taxing--unit——has

decreased--If-a-taxing-unitis-purchastng-power-has-decreased

by-at-teast-t3r-additionat-mitts-may—be—tevied--puranant——+o

fseetion-is

(8) The limitation on the amount of taxes levied does
not apply to the following levyry-budget-ecategsrys or special
assessment categories, whether or not " they are based on
commitments made before or after approval of 15-10-401 and
15-10-402:

(a) rural improvement districts;

{b) special improvement districts;

{c) levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

(d) city street maintenance districts;

{e) tax increment financing districts;

(£) satisfaction of judgments against a taxing unit;

{g) electric company street lighting assessments; and

-6- HB 125
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{(h) revolving funds to SUppoOrt any categories
specified in this subsection {B)w; AND

(i) levies for eccnomic development authorized by

90-5~112s-and

t3r--—ievies—-to--pay——fer--itema--or--pregrama-chat-are

mandated-by-federat-sr-state-qovernment-or——over--which-——the

taxing-unit-has-ne-contral.

{9) +te} The limitation on the amount of taxes levied
does not apply in a taxing unit if the voters in the taxing
unit approve an increase In tax liability at-a-general

etections-Fhe-voters--in--a--taxing--unit--may--approve--the

removat---of--the--timitation--or—--the--estabtishmens--of--a

different-iimitationy-ezther—in-the-nomber-cf--mitis--to—-be

ievied--for--one-or-more-funds-or-in-reference-to-the-amount

cf-a-particutar-tevys

tb}--Fhe--voters--in--a--taxing--unit--may--approve--an

increase--in—-eax--itabittty--at—-a—-speciat-—-eiectien--heid

following a resclution of the governing body of the taxing
unit containing:

tatti}(A) a finding that there are insufficient funds
tc adequately operate Lthe taxing unit as a result of
15-10-401 and 15-10-402;

thY¢¥t3(B) an explanation of the nature of the
financial emergency;

tey{iii)(C) an estimate of the amount of funding

-7~ HB 125
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shortfall expected by the raxing unit:

td¥yfivy{D) a statement that applicable tund balances
are or by the end of the fiscal year will be depleted;

tertvy(E) a finding that there are nc alrernative
sources of revenue;

tE¥(vi)({F) a summary of the alternatives that the
governing body of the taxing unit has considered; and

tg¥tvii}(G) a statement of the need for the increased
revenue and how it will be used.

{10) The limitation on the amount of taxes levied does
not apply to levies tequired to address tne funding of
relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity. {Terminates
December 31, 1989--sec. 6, Ch. 654, L. 1987.)"

Section 2. section 6, Chaprer 654, Laws of 1987, is
amended to read:

"Section 6. Termination. This act terminates Decenmber
31, 1589 1991."

NEW SECTION. Section 3. Effective date. [This act] is
effective April 4, 1983. If passage and approval occurs
after April 4, 1989, [this act] is effective on passage and

approval.

-End-
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HOUSE BILL NO. 125
INTRODUCED BY HARRINGTON, DAILY, LYNCH,
PAVLOVICH, GIACOMETTO, WHALEN

A BILL FOR AN ACT ENTITLED: “AN ACT AMENDING PROVISIOKS
RELATING TO THE PROPERTY TAX FREEZE AND-ABEOWING-AN-ENEREASE
£N--TPHE- -NUMBER-OF -MILES-PHA®-MAY-BE-bLEVIED-BY¥-A~-PANING-HNIP
fP—THE—PHRGHASiNG-PGNER—SP‘THE*TAK}NG—HNET—HAS*BFEREASEB~~B¥
AP--HEASP- 1 - PEREENP-IN-PHE-PREVIOUS-CADENBAR-¥BAR; PROVIDING
AN EXEMPTION FROM THE FREEZE FOR LEVIES FOR ECONOMIC
DEVELOPMENT AND-—POR--MANBAPED--6R--UNCONTPROEBABLE-E€O5FS5-OF
EBEAB-GGVERNMEN?—HN&?S-ANB—SEHBSBSr-AEEGH&HG-EBEAE—-EEEETBRS
P0—- -REMOVE-—PHE-—1986-LEVEE—-bBIMIPAPFION--ON--BEVIES--OR--%8
INSTIPHFE-A-PDIFPERENT-LIMITATION; EXTENDING THE TERMINATION
DATE OF THE FREEZE; AMENDING SECTION 15-10-412, MCA, AND
SECTION 6, CHAPTER 654, LAWS OF 1987; AND PROVIDING AN

EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA :
NEW-SEe?i0R+--Bection-1- - Adiustment - —-—of —~kaxing ——unit
miti-levies-—--decrease-in-purchasing--powers---ti}--1f--the
purehasing——pawer—oiva-tuxing—unit—has-decreased~by~at—ieesb
i%~in—the*preceding—caiendar—yeat;-thehgoverning—bedy~o£—the
taxing-unit-may-inerease-the-timit--provided--in--itlte--15;

chapter--iﬁ;——part——47—~an——the——number—af-miiis—thnt-ma;—be
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teviad-by-a-taxing--unit-—-by--the--same--percentage--as—--the
purchasing---power—-has--decreaseds--Fhe--increase--must-—be
computed--on--the-—number--of-—-mitts--the--taxing--dnit--was
autherized---to--tevy--in--the--prior--year;--tnetuding--ail
adjnstments-to-the-timitation-provided-in-Titte~15r--chapter
iBT——part--Qr——A~-mii}——}evy—~increase—madefpursuant-to—this
section-may-net-resuib-——in--a--ioecal--government-—-levying—-a
greater--—number-of -mitis-than-the-number-set-as-a-maximum—by
iaw-nnder-a-provision-sther-than-in-Titie--15;--~chapter--18+
park-4<
t24--boeal--gevernment-—purchasing-power—-is-measuved-by
the-change-from-sne-catendar-yearta--to--the--next--catendar
yearla-—impticit--price-defiator-for-gress-nationat-products
for-the-state-and-iseai-government-sectory-prepared--by--the
BrS8r--department--of--iabor;--burean-of-iaber-statiacieay-or
ather-aimilar-compilation-that-the-burean--of--business--and
economic--research--of-—the-university-of-Montana-may-in-the
future-recognize-as-the succmaseor--te--that--implicit—-price

deflators

Section 1. Section 15-10-412, MCA, is amended to read:

"15-10-412. (Temporary) Property tax limited to 1986
levels —— clarification -- extension to ail property
classes. Section 15-10-402 is interpreted and clarified as

Eollows:

(1} The limitation to 1986 levels is extended to apply

-2 HB 125
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to all classes of property described in Title 1%, chapter 6,
part 1.

(2) The limitation on the amount of taxes 1levied |is
interpreted to mean that the actual tax liability for an
individual property is capped at the dollar amount due in
each taxing unit for the 1986 tax year. In tax years
thereafter, the property must be taxed in each taxing unit
at the 1986 cap or the product of the taxable value and
mills levied, whichever is less for each taxing unit.

(3) The limitation on the amount of taxes levied does
not mean that no further increaée may be made in the total
taxable valuation of a taxing unit as a result of:

{a) annexation of real property and improvements into
a taxing unit;

{b} construction, expansion, or remodeling of
improvements; )

(c) transfer of property into a taxing unit;

(d) subdivision of real property;

(e) reclassification of property;

(£} increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-132;

(g) transfer of property from tax-exempt to taxable
status; or

{h) revaluations caused by:

-3- HB 125
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(i) cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvements.,

{4} The limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation orf in the actual tax 1liability on individual
property in each class as a result of:

(a) construction, expansion, replacement, ar
remodeling of improvements that adds value to the propecty;

{(b) transfer of property into a taxing unit;

{c) reclassification of property;

{d} increases in the amount of producticen or the value
of production Ffor property described in 15-6-131 or
15-6-132; _

(e) annexation of the individual property into a new
taxing unit; or

{f£) conversion of the individual property from
tax-exempt to taxable status.

(5) Property 1in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed
and new valuations are placed on the tax rolls and a new

base year designated, if the property is:

{(a) new construction;

-4- HB 125
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{b) expanded, deleted,

replaced, or remodeled

improvements;

(c) annexed property; or

{4) property converted from tax-exempt to taxable
status.

{6) Property described in subsections (S5)(a) through
{(5}t{d} that is not class four, class twelve, ar class
fourteen property is valued according to the procedures used
in 1986 but is also subjeck to the dollar cap in each taxing
unit based on 1986 mills levied.

(7) The limitation on the amount of taxes, as
clarified in this section, is intended to leave the property
appraisal and valuation methodology of the department of
revenue intact. Determinations of county classifications,
salaries of local government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unlesss

ta¥ the taxing unit's taxable valuation decreases by
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5% or more from the previous tax year. If a taxing unit's
taxable valuation decreases by 5% or more from the previous
tax year, it may levy additional mills to compensate for the
decreased taxable valuation, but tn-no-ease-may IN NO CASE

MAY the number-of mills levied pursmant-to--this--subseection

tay--may-not exceed a number calculated to equal the revenue
from property taxes for the 1986 tax year in that taxing

unit,

tby—-the--purchasing--power—-of--the--taxing--unit--haa

decreasad;-If-a-taxing-unitis-purchasing-power-has-decreased

by-at-teast-1%$;-additional-mitis-may-be-tevied--pursvant--to
faection-ti~-
(8) The limitation on the amount of taxes levied does

not apply to the following levyz-budget-category; or special

assessment categories, whether or not "they are based on
commitments made before or after approval of 15-10-401 and
15-10-402:

{a) rural improvement districts;

{b} special improvement districts;

{c) levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

(d) city street maintenance districts;

(e) tax increment financing districts;

(E) satisfaction of Jjudgments against a taxing unit;

(g) electric company street lighting asscssments; and

—6- HB 125
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{h) revolving funds to support any categories
specified in this subsection (8)w; AND

(i) levies for economic development authorized by

90-5-112+5-and

tiy--tevies—-te--pay--for--ttems--or--programs-that-are

mandated-by-federai-cr-state-government-or-—over--which--the

taxing-unit-has-no-centroi.

(9) {8} The 1limitation on the amount of taxes levied
does not apply in a taxing unit if the voters in the taxing
unit approve an increase in tax liability at-a-general

etections-Phe-votera-—in——a-—-taxing--unit--may--appreve-—the

removal--—of--the-~-timitatian——or--the--establishmens——-of--a

different-timitariony-either-in-the-number-of--miiias--eo--be

}evied~-for--ene-or-mare—funds-or-in-reference-to-the-amount

of-a-particular-tevys

tbt-~-Fhe--veters--in--a-~-taxing--untt--may--approve--an

sncrease-—in-—tax--tiabiitty--at--a--speciat--etection—-heid

following a resolution of the governing body of the taxing
unit contain;ng:

ta¥iz3(A) a finding that there are insufficient funds
to adequately operate the taxing wunit as a result of
15~10-401 and 15-10-402;

tby¢ii}(B) an explanation of the nature of the

financial emergency;

tey(iii}(C) an estimate of the amount of £funding
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shortfall expected by the taxing unit;

td3fivyi(D) a statement that aPplicable fund balances
are or by the end of the fiscal year will be depleted;

teytvy(E} a finding that there are no alternative
sources of revenue;

tE¥{vi)(F) a summary of the alrernatives that the
governing body of the taxing unit has considered; and

tg¥tv+¥y{G) a statement of the need for the increased
revenue and how it will be used.

(10) The 1limitation on the amount of taxes levied does
not apply to levies required to address the funding of
relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity. {Terminates
December 31, 1989--sec. 6, Ch. 654, L. 1987.)"

Section 2. Section 6, Chapter 654, Laws of 1987, is
amended to read:

"Section 6. Termination. This act terminates December
31, 1969 1991."

NEW SECTION. Section 3. Effective date. [This act] is
effective April 4, 1989. If passage and approval occurs
after April 4, 1989, [this act] is effective on passage and
approval.

~End-

—8- HB 125
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HOUSE BILL NO. 125
INTRODUCED BY HARRINGTON, DAILY, LYNCH,
PAVLOVICH, GIACOMETTO, WHALEN

A BILL FOR AN ACT ENTITLED: "AN ACT AMENDING PROVISIONS
RELATING TO THE PROPERTY TAX FREEZE AND-ALLOWING-AN-INERBASE
§N--PHE- —~NUMBER-OP-MEibES - PHAT-MAY -BE-bEVIED-BY-A-PANING -UNIP
$P-PHE- PURECHAS ¥ NG - POWER-OF-PHE-PANENG-UNFP-HAS-DECREASED--BY
AP --LBAS?-1 - PERCENT-EN-PHE-PREVIOUS-CALENDAR-¥EAR; PROVIDING
AN EXEMPTION FROM THE FREEZE FOR LEVIES FOR ECONOMIC
DEVELOPMENT ANB--POR--MARDATED--OR--UNECONPROLEABBEE-€OSTS-OF
bBEAb-SBVBRNHEHT—BR*?S-ANB-SEHGGBS7-ABBBN§NG—EBEAB-—EBEEQQRS
99--—REHBVE—-THE--lBBG-bEVBb-—EIHiTA?!BH-—GH-—hBVIES--BR‘—TG
INSPIPUPE-A-DIPPEREN?-LIMEPAPEON; EXTENDING THE TERMINATION
DATE OF THE FREEZE; AMENDING SECTION 15-10-412, MCA, AND
SECTION 6, CHAPTER 654, LAWS OF 1987; AND PROVIDING AN

EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW-SEC? 0Nz ~-Bection-1: - -Ad justment ---of ——taxing - unit
mili-tevies——--decrease-in-purchasing--powers——-{i}--if--the
purehaaing—-pouer—oi-a—ta!inq—unit—has—decreased—by—at-!east
t!-in-the~preceding-eq!endar~1ear7—the-governing-body—oi-the
baxing—nnit~may—increase-the—iimit-—provided——in-vTitie—-iST

chapter--18;--part--47-—on--the--number—of-mitis-that-may-be

@/m Legisiative Council

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

25

HB 0125/02

tevied-by-a-taring--unit--by--the--same--percentage--as--the
purechasing---power--has--decreased---Phe--incrense--must—-be
conputed--on--the--number--of--milts--the--taxing--unrt——was
authorired---to--tevy-~itn--the--prier--year; --tnctudrng--ati
adjustmenta-to-the-limitation-provided-in-Fitie-31S7--chapter
t87--part--47--A--mitt--tevy--inecrease-made-pursuant-to~-this
section-may-not-resutt—-in--a--locat--government--tevying—-a
greater--number-of-mitis-than-che-number-set-as-a-maximum-by
iaw-under-a-provisien-ether-than-in-Fitle--15;--ehapter--18¢
part-4<
t2}-—heeai--qovernment--purchasing-power-is-measnred-by
the-change-from-one-catendar-yearis-—-ta--the--next--catendar
yearis——implticit--price-defiator-for-gross-national-produety
for-the-atate-and-local-government-sectary-prepared--by--the
H:S---department--of-~tabor;--bareau-of-labor-stacisticsy-or
other-simitar-compitation-that-the-burean--of--bnsiness--and
economic~-research—-of--the-univeraity-of-Montana-may-in-the
future-recognite-as-the-succenssor--to--that—-impiicit--price

defintor:

Section 1. Section 15-10-412, MCA, is amended to read:

*15-10-412. (Temporary) Property tax limited to 1986
levels -- clarification -- extension to aill property
classes. Section 15-10-402 is interpreted and clarified as

follows:

(1) The limitation to 1986 levels is extended to apply

—2- HB 12§
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to all classes of property described in Title 15, chapter 6,
part 1.

(2) The limitation on the amount of taxes levied is
interpreted to mean that the actual tax liability for an
individual property is capped at the dollar amount due in
each taxing unit for the 1986 tax year. In tax years
thereafter, the property must be taxed in each taxing unit
at the 1986 cap or the product of the taxable value and
mills levied, whichever is less for each taxing umit.

(3) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the total
taxable valuation of a taxing unit as a result of:

{a) annexation of real property and improvements iato
a taxing unit;

{b) construction, expansiogn, or remodeling of
improvements; )

{c) transfer of property into a taxing unit;

{d) subdivision of real property;

{e) reclassification of property;

(£) increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-1312;

(g) transfer of property from tax-exempt to taxable

status; or

{h) revaluations caused by:

-3- HA 125
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(i) cyclical reappraisal; or

{ii) expahsion, addition, replacement, or remodeling of
improvements.

(4) The limitation on the amount of taxes levied does
not mean that no Eurther increase may be made 1n the taxable
valuation or in the actual tax liability on individual
property in each class as a result of:

{a) construction, expansion, replacement , or
remcdeling of improvements that adds value to the property;

(b) transfer of property into a taxing unit;

(c) reclassification of property;

(d) increases in the amount of productiaon or the value
of production for property described in 15-6-131 or
15-6-132;

(e) annexation of the individual property into a new
taxing unit; or

(E) conversion of the individual praperty fraom
tax-exempt to taxable status.

(5) Property in classes four, twelve, and tourteen is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed
and new valuations are placed on the tax rolls and a new

base year designated, if the property is:

{a) new construction;

-4~ HB 125
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{b) expanded, deleted, replaced, or remodeled
improvements;

{c) annexed property; or

(d) property converted f£from tax-exempt to taxable
status.

{6) Property described in subsections (5){(a) through
(5)(d) that is not class four, class twelve, or class
fourteen property is valued according to the procedures used
in 1986 but is also subject to the dollar cap in each taxing
unit based on 1986 mills levied.

(7) The limitation oan the amount of taxes, as
clarified in this section, is intended to leave the property
appraisal and valuation methodology of the department of
revenue intact. Determinations of county classifications,
salaries of local government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each

taxing unit for the 1986 tax year unlesss

ta} the taxing unit's taxable valuation decreases by
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5% or more fErom the previous tax year. It a taxing unit's
taxable valuation decredses by 9% Or more trom the previous
tax year, it may levy additional milkls tu cumpensate tor the
decreased taxable valuation, bul tn-na-caxe -may IN NO CASE
MAY the number-of mills levied purdudnt-to- -thiy -subsection
taj--may-net exceed a number calculated to equal the revenue
from property taxes for the 1986 tax year in that taxing

unit.

tby--the--purchasing--power--of--the--taxtng--untt--has

decreased:-if-a-taxing-unitia-parchasing power-has-decreased

by-at-least-i4;-additionai-miiis-may-be-ievied -pursuant--to
fsection-14-

{8) The 1limitation on the amount of taxes levied does

not apply to the following levyjy-bundget-categery, or special

assessment cateqories, whether or not they are based on
commitments made before or after approval of 15-10-401 and
15-10-402:

(a) rural improvement districes;

{b) special improvement districts;

{c) levies pledged for the repayment of banded
indebtedness, including tax increment bonds;

{d) city street maintenance districts;

(e) tax increment financing districts;

(E) satisfactioﬁ of judgments against a taxing unit;

{9) electric company street lighting assessments; and

-§- HB 125
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(h) revolving funds to support any categories
specified in this subsection (8)<=; AND

(i) levies for economic development authorized by

90-5-1127-and

tjy--ievies--to--pay--for--items--or--programs-that-are

nandated-by-federal-or-atate-government-or--over--which--the

eaxing-unit—_has-no-eanteni,

{9) teo} The limitation on the amount of taxes levied
does not apply in a taxing unit if the voters in the taxing
unit approve an increase in tax liability at-a-generai

elections-Fhe-voters-—-in--a--taxing--unit--may--approve--the

removali--—gf--the--iimitation--or--the--estabiishment--of--a

different-iitmittations-eitther-in-the-number-of--mitis--to--be

tevied-—-for--one-or-more-funds-or-in-reference-te-tha-amount

ef-a-particotar—ltevys

tbi--Fhe--voters—-in--a--taxing--untt--may-—approve--an

increase--in—-tax--iiability--at--a--speciai--etection--heid

following a resolution af the governing body of the taxing
unit containing;

tayti¥(A) a finding that there are insufficient funds
to adequately operate the taxing unit as a result of
15-10-401 and 15-10-402;

fb?tiizgal an explanation of the nature of the

financial emergency;

tey(1ii)(C) an estimate of the amount of funding
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shortfall expected by the taxing unit:

t43tivy(D) a statement that applicable fund balances
are or by the end of the fiscal year will be depleted;

tejtvy{E) a finding that there are no dilternative
soyrces of revenue;

tEF(vi) (P a summary of the alternatives that the
governing body of the taxing unit has considered: and

tg¥tvity(G) a statement of the need for the iucreased
revenue and how it will be used.

{10) The limitation on the amount of taxes levied does
not apply to levies required to address the tunding of
relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity. (Terminates
December 31, 1989--sec. 6, Ch. 654, L. 1987.)"

Section 2. section 6, Chapter 654, bLaws of 1987, isg
amended to read:

"Section 6. Termination. This act terminales December
1, 1989 1991."

NEW SECTION. Section 3. Effective date. [This act} is
effective April 4, 1989, If passage and approval occurs
after April 4, 1989, [this act) is eftfective on passage and
approval.

-End-
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: S $tate of Montana

g ®ffice of the Gouernor
- "‘r}"-{fc\f ielena, fontana 39620
Sy d06-444-3111
STAN STEPHENS

GOVERNOR

April 20, 1989

The Honorable John Vincent
Speaker of the House

State Capitol

Helena, MT 59620

The Honorable Jack Galt
President of the Senate
" State Capitol

Helena, MT 59620

Dear Representative Vincent and Senator Galt:

In accordance with the power vested in me as Governor by the
Constitution and laws of the State of Montana, I hereby veto the
adoption of House Bill 125, "AN ACT AMENDING PROVISIONS RELATING
TO THE PROPERTY TAX FREEZE; PROVIDING AN EXEMPTION FROM THE
FREEZE FOR LEVIES FOR ECONOMIC DEVELOPMENT; EXTENDING THE
TERMINATION DATE OF THE FREEZE; AMENDING SECTION 15-10-412, MCA;
AND SECTION 6, CHAPTER 654, LAWS OF 1987; AND PROVIDING AN
EFFECTIVE DATE. " for the follow1ng reasons.

Initiative 105 provided direction to the Montana Legislature
and this Governor about increased reliance on the property tax
increases in our state. House Bill 125 erodes that direction of
no further property tax increase above the 1986 tax base year.

The economic development levy would become another exception
to the desires expressed by the people of this state.

Certainly, economic development efforts, and especially
local economic development efforts, are a key component of my
philosophy for restoring growth and vitality of Montana's
economy. But is the need for this specific spending authority
so compelling that we should weaken I-105 and potentially

Uz /7>5&



The Honorable Jchn Vincent
The Honorable Jack Galt
April 20, 1989

Page Two

increase the tax burden of Montanans? After much thought, I have
decided it is not.

I therefore veto House Bill 125.

STAN STEPHENS
Governor





