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FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 
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"AN ACT 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; 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 -- dec~ease 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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1 purchasing power has decreased. The increase must be 

2 computed on the number of mills the taxing unit was 
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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.S. 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: 

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

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

-2-
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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. 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 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 

improvements: 

(c) transfer of property into a taxing unit; 

(d) subdivision of real property; 

(e) reclassification of property; 

of 

(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, or 

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 

15-6-132; 

15-6-131 or 

(e) annexation of the individual property into a new 

taxing unit; or 

(f} conversion of the 

tax-exempt to taxable status. 

individual property from 

(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; 

(b) expanded, deleted, replaced, or remodeled 

-4-
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improvements; 

(c) annexed property: or 

(d) property converted from tax-exempt to taxable 

status. 

(6) Property described in subsections (SJ(a) through 

(S)(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 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 unless: 

~ the taxing unit's taxable valuation decreases by 

5% or more from the previous 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 valuation, but in~no~ease~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 unit has 

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

by at least 1\, additional mills may be levied pur~~an~-~ 

[section lj. 

(8) The limitation on the amount of taxes levied does 

not apply to the following levy, budget cate_g_C)_!Y!_ or spec ia 1 

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)~L 

-6-
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(i) levies for economic development authorized by 

90-5-112; and 

(j) levies to pay for items or programs that are 

mandated by federal or state government or over which the 

taxing unit has no control. 

(9) 1!1 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 

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 voters in a taxing unit ___ l!!_a_y_ approve an 

increase in tax liability at a ___ special election held 

following a resolution of the governing body of the taxing 

unit containing: 

t87i!l a finding that there are insufficient funds to 

adequately operate the taxing unit as a result of 15-10-401 

and 15-10-402; 

t~tl!!l an explanation of the nature of the financial 

22 emergency; 

23 tet(iii) an estimate of the amount of funding shortfall 

24 expected by the taxing unit; 

25 tdt~ a statement that applicable fund balances are 
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or by the end of the fiscal year will be depleted; 

te7~ a finding that there are no alternative sources 

of revenue; 

t£t(vi) a summary of the alternatives that the 

governing body of the taxing unit has considered; and 

tgt(vii) 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 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 3. Section 6, Chapter 654, Laws of 1987, is 

amended to read: 

"Section 6. Termination. Thjs act terminates December 

31' l989 ~12_1." 

NEW SECTION. Section 4. Effective date. [This act 1 is 

effective April 4, 1989. If passage and approval occurs 

after April 4, 1989, (this act] is effective on passage and 

approval. 

-End-
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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 providing an effective date. 

FISCAL IMPACT: 

This bill would allow local governments 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 control, 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. 

~(Q 

/,..-.: 

r .· -
v~ l.Ycitc :-c f1 

DAN w. HARRINGTON G' ~J·, 

' 
/ 

Fiscal Note for HB 125He; i~t;o~ced 



·'•fiscal! Note Request, HB11:5 as introduced 
Form BD-15 
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 to compensate for lost 
purchasing power, local governmeats 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 government 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. 

HS I).S' 
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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 ANB-Abb8WfN6-AN-fNEREASE 

fN--~HB--NHMBBR-8P-MfbbS-~HA~-MA¥-BE-hEVfEB-B~-A-~AMfN6-HNf~ 

fP-~HE-PHR€HASIN6-P8WER-8P-~HE-~AMfNS-HNf~-HAS-BE€REASEB--B¥ 

AT--bEAS~-i-PEREEN~-IN-~HE-PREVf8HS-€AhENBAR-¥EAR; PROVIDING 

AN EXEMPTION FROM THE FREEZE FOR LEVIES FOR ECONOMIC 

DEVELOPMENT ANB--PSR--MAHBATEB--SR--HNE9N~R8bbABbB-E8S~S-8P 

b9EAb-69YERNMEN~-BNf~S-ANB-5€H89bSr-Abb9WfNG-b9€Ab--EbE€T9RS 

~---REM9VE--~HE--i986-bEYEb--bfMf~ATf9N--8N--bEViES--8R--~e 

fNS~f~B~E-A-BfPPERBN~-bfMfTATi9H; 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-SEETfSN•--~+Bft-1•-~~~~--~~-~~~~~-~~~ 

mili-levies----dee~ease-~~-p~~ehaei~g--pewe~.---tlt--ff--the 

pttrehasift9--powe~-o£-a-taxing-ttnit-~as-dee~eased-by-at-lea~t 

lt-in-the-p~eee~in9-ea~en~a~-yea~,-the-9overning-body-of-the 

~axin9-~ni~-may-inereese-~he-limi~--provided--in--~itie--iS, 

ehapter--i9,--~ar~--4,--on--the--nttmber-o£-mill~-~hat-may-be 

~> ''"'""'••• Council 

HB 0125/02 

1 Tevied-by-a-tax~ng--ttnit--by--the--~ame--~ereent8qe--a~--th~ 

2 pttrehasin9---power--ha~--deereased.--The--ifter@BS@--mtlst--b~ 

3 eomptt~@d--on--~he--nttmber--o£--m~~is--the--tax±ng--ttnit--wa~ 

4 attthorized---to--±e~y--±n--~he--~rior--year 7 --~nelttdin9--a±± 

5 adjn~tments-to-the-limita~±on-prev±ded-tn-~±tie-TSr--ehapter 

6 %9,--part--4•--A--mil±--Ievy--±nerea~e-made-ptlr~ttant-te-thi~ 

7 ~ee~±on-may-no~-re~ttlt--±n--a--local--9overnment--±evy±nq--a 

8 greater--nttmber-of-miil~-than-the-nttmber-set-a~-a-md~imtlm-by 

9 law-nnder-a-provision-other-than-±n-~it±e--±Sr--ehapter--±Or 

10 part-"• 

11 t~t--beeai--~overnment--p~reha~ing-power-is-measttred-by 

12 the-ehan9e-frem-one-ea±endar-year~~--to--the--next--ealendar 

13 year~s--implieit--priee-de~iator-for-gro~~-natiena±-pr~dttetr 

14 ~or-the-~tate-and-loeal-government-seetor,-prepared--by--the 

15 HoSo--department--of--labor,--bttreatt-of-labor-statistie~r-or 

16 other-similar-eomp±iation-that-the-bttrean--of--bttstness--and 

17 economie--researe~--of--~he-~n±v~rs±ty-o~-Monean6-may-in-the 

18 ftttnre-ree09Mi~e-a~-the-stleee~sor--t~--thet--±mp!ieit--priee 

19 defie:eor. 

20 Section 1. Section 15-10-412, M:A, is amended to read: 

21 "15-10-412. {Temporary) Property tax limited to 1986 

22 levels clarification extension to all property 

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

24 follows: 

25 (1} The limitation to 1986 levels is extended to apply 

-2- HB 125 
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to all classes of property desc~ibed 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 unit. 

{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 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 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 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 

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 into a new 

taxing unit; or 

(f) conversion of the 

tax-exempt to taxable status. 

individual property from 

(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, 

improvements; 

deleted, 

(c) annexed property; or 

(d) property converted 

status~ 

HB 0125/02 

replaced, or remodeled 

from tax-exempt to taxable 

(6) Property described in subsections (S)(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 tdxing 

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 unless~ 

~ 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 ~n-nB-ease-may ~--NO CASE 

MAY the ~ttmber-of mills levied purs~ant-to--this--sub~eetion 

tat--m~y-nBt exceed a number calculated to equal the revenue 

from prope~ty taxes for the 1986 tax year in that taxing 

unit. 

tbt--the--pnrena~i~g--power--of--tne--~axi~g--tlnit--has 

deer eased-;-- f f-a- tes:x-i: ng-an :i: f:..L.s-pttt"ehe.~ i n~w~ r- he:~ -:-t"'l~-~ ~ea !!!:~~ 

by-at-lea~t-T~,-a6dit~onal-mt~t~~~~~-be-te~ted--p~r~tlant--to 

fseet±en-Tt.-

(8) The limitation on the amount of taxes levi~d does 

not apply to the following levy,-btt:rl9.~t __ -~~t!!'9:~t"_l'___I_ or special 

assessment categories, whether or not they are based on 

commitments made before o~ after approval of 15-10-401 and 

15-10-402: 

(a) 

(b) 

(C) 

~ural improvement districts; 

special improvement districts; 

levies pledged for the re1•ayment 

indebtedness, including tax increment bonds; 

(d) city street maintenance districts; 

(e) tax increment financing districts; 

of bonded 

(f) satisfaction of judgments against a taxing unit: 

(g) electric company street lighting assessments; t~~nd 

-6- HB 125 
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(h) revolving funds to support any categories 

specified in this subsection {B)•l AND 

( i) levies for economic __ ~~'!~lopmen_~ ~!-hor i zed by 

90-5-llh-a~d 

t; t-- ±e'lf ±e~- -to--pay--£ot'-- ± tem~--Ot'--prea;z 1"etl'ft:!l"": t-~~-~:-e: ~ ~-

mar'!. de ted-by- fede re ±-or -~t=e t e-go"e f" n_me~ t -~!".._-::_-::~~.!"- -:-wl-1 i en--the 

tex±r'!.g-~n±t-na~-no-eontt'o±. 

(9) ~The limitation on the amount of taxes levied 

does not apply in a taxing unit if the voters in the taxing 

unit appl·ove an increase in tax liability ~t-::_~_::-!l~~~ra_!_ 

eleet±on~-~ne-voter~--±n--a--ta~±n9--~n±t--may--approve--tne 

removei---o£--tne--l±m±tat±on--ot'--tne--e~te:b±i~nmen~--of--a --. - --- ---- ---

d±££erent-±±m±tat±on,-e±tnet'-±n-the-n~mbe~-o~--m~i~~--to--be 

tevied--for--one-o~-more-f~nd~-or-in-~eferenee-to-t~e-amotint 

o£-a-partiea±a~-ievy. 

tbt--The--voters--in--a--taxing--~nit--may--approve--a~ 

increa~e--in--tax--iiability--at--a--speeial--e±eetion--heid 

following a resolution of the governing body of the taxing 

unit containing: 

tat~ a finding that there are insufficient funds 

to adequately operate the taxing unit as a result of 

15-10-401 and 15-10-402; 

tbttHt(B) an explanation of the nature of the 

24 financial emergency; 

25 tet(iiili_CJ an estimate of the amDunt of funding 
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shortfall expected by the taxing unit: 

tdttivt{D) a statement that applicable fund balances 

are or by the end of the fiscal year will be depleted; 

tett~t(E) a finding that there are nc alterndtive 

sources of revenue; 

t£t(vi)(F) a summary of the alternatives that the 

governing body of the taxing unit has considered; anJ 

tgttviit(G) a statement of the need for the i11creased 

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 ca11Sed by famine, 

conflagration, or other public calamity. {Te:-minates 

December 31, 1989--sec. 6, Ch. 654, L. 1987. ) 11 

Section 2. Section 6, Chapter 654, Laws of 1987, is 

amended to read: 

"Section 6. Termination. This act terminates December 

31, t989 l99l." 

NEW SECTION. Section 3. Effective dale. [This act I is ---------

effective April 4, 1989. 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 PROVISIONS 

RELATING TO THE PROPERTY TAX FREEZE ANB-Abb9WiN6-AN-iN€RBASB 

iN--THB--N8MBBR-9P-MibbS-THAT-MAY-BB-bBYiBB-B¥-A-TAHiN6-8NiT 

tP-THB-PSR€HASiN6-P9WBR-9P-THB-TAKING-HNfT-HAS-BB€RBASB9--B¥ 

AT--bEAST-i-PBR€BNT-iN-THB-PRBYi98S-€AbBNBAR-YBAR: PROVIDING 

AN EXEMPTION FROM THE FREEZE FOR LEVIES FOR ECONOMIC 

DEVELOPMENT AHB--PeR--MANBATBB--9R--HN€9NTR9bbABbB-€9STS-9P 

be€Ab-69YBRHMBNT-8NiTS-ANB-S€H99bS~-Abb9WiNS-b9€Ab--BbB€T9RS 

T9---RBM9YB--THB--l986-bBYBb--biMiTATf9H--9N--bBYfBS--9R--Te 

fHSTiTHTB-A-BfPPBRBNT-biMiTATI9N; 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: 

NBW-SBeTiBN•--~feR-1,-~~~~--~~-~~-~~~ 

mili-levies----d~er~aee-in-p~reheeing--powerv---t~t--%~--~he 

~ttrehas~ng--power-o£-a-taxing-unit-has-deereesed-hy-a~-least 

it-in-the-preeeding-ealendar-year,-the-governing-body-o£-the 

taxing-ttnit-may-inerease-~he-iimit--provided--in--Title--15, 

ehapter--19 1 --part--4,--on--~he--ft~mber-of-m~ils-that-may-be 

~·-·""'""' 
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levied-by-a-taxing--~nit--by--the--same--pere~n~e~e--es--the 

p~reha~ing---pewer--ha~--deeree~edo--9he--inerea~e--m~s~--be 

eomp~~ed--on--~he--n~mber--of--miiis--~he--~axing--unie--was 

e~~herized---~o--ie¥y--±"--the--prio~--year,--inel~din~--all 

ad;ustments-to-~he-iimi~et±on-provided-in-Titl~-iST--ehapte~ 

i9 1 --pert--4o--A--miil--ievy--ineree~e-made-p~rsuant-to-this 

seetion-mey-not-res~lt--in--a--ioeei--government--ievying--a 

~reater--nnmbe~-of-miiis-than-the-number-set-as-a-maximum-hy 

iaw-under-a-provision-other-than-in-Title--l5,--ehapter--l9r 

pa~t-4o 

t~t--hoeal--government--purehasing-power-is-measHred-by 

the-ehange-trom-one-ealendar-year~s--to--the--next--ealendar 

year~s--implieit--priee-deEiator-Eor-gross-national-produetT 

£or-the-state-and-ioeai-government-seetor7-prepared--by--the 

SoS.--department--of--±abor,--bure&H-Of-labor-statistie~y-or 

e~her-similar-eompilatie~-ehat-the-bH~eeH--oE--b~siness--an~ 

eeeftemie--research--of--~he-~ni~er~ity-ef-Montena-may-in-th@ 

£~t~re-reee~nize-es-the-sHeee~~or--to--that--impliei~--priee 

deflator, 

Section 1. 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. S@ction 15-10-402 is interpreted and clarified as 

follows: 

(l) The limitation to 1986 levels is extended to apply 
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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 unit. 

(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 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 production or the value 

of production for property described in 15-6-131 or 

15-6-132; 

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

status; or 

(h) revdluations caused by: 
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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 liability on individual 

property in each class as a result of: 

(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; 

(d) increases in the amount of production or the value 

of production for 

15-6-132; 

property described in 15-6-131 or 

(e) annexation 

taxing unit; or 

of the individual property into a new 

(f) 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, 

the designation of 1982 as the base year, 

including 

until the 

[eappraisal cycle beginninq 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; 
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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 is nat 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 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 unless~ 

~ 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 in-no-ea~~-may !~ ~~~SE 

MAY the ~ttmber-of mills levied pttr~ttent-to--thi~--~tlbs~etion 

tat--may-not exceed a number calculated to equal the revenue 

from property taxes for the 1986 tax year in that taxing 

unit. 

tbt--tn~--pu~c"e~inq--powe~~-of--the--taxing--unit--ha~ 

deereased.-lf-a-~8xing-ttnit~s-ptlrena~ing-p~w~r-htt~-deerea~ed 

by-at-le5:st -llfs-,-e~d.dit ±one% -m± i% ~:-mc__y_-_~_-%e'rt !_~~::- .2__1!!-~-':!_~_!"'-__!:._-: -to 

f!!leetiot~-±h 

(8) The limitation on the amount of taxes levied does 

not apply to the following levy,-bndget-categ~ryo 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 district~; 

(c) levies pledged for the repayme11t 

indebtednessr including tax increment bonds; 

(d) city street maintenance districts; 

(e) tax increment financing districts; 

of bonded 

(f) satisfaction of judgments against a taxing unit; 

(g) electric company street lighting asse-~sments; and 
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any categories 

(i) levies for economic development authorized by 

90-5-112;-and 

tjt--levie~--to--pay--ror--~eems--o~--p~ograms-that-are 

man~ated-by-federai-or-state-goyernment-or--over--whieh--the 

taMing-unit-has-no-eontroi. 

(9) 1!1 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 

e~eetien.-~he-voters--in--a--taxing--~nit--may--approve--the 

~emova%---o£--the--limitation--or--the--establishment--o£--a 

different-~imitationT-either-in-the-namber-of--mills--to--be 

lev~ed--for--on~-or-mo~e-£~nd~-o~-in-~eferenee-~o-the-amo~nt 

ef-a-pertic~lar-ievy. 

tbt--~he--voters--in--a--~axing--~n±t--may--approve--an 

*nerease--in--tax--i±ability--at--a--epeeial--eieetion--held 

following a resolution of the governing body of the taxing 

unit containing: 

tat~ a finding that there are insufficient funds 

to adequately operate the taxing unit as a result of 

15-10-401 and 15-10-402: 

tbttHt!B) an explanation of the nature of the 

24 financial emergency; 

25 tet(iii)(C) an estimate of the amount of funding 
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shortfall expected by the taxing unit; 

tdtt±vt(D) a statement that dpplicable fund balances 

are or by the end of the fiscal year will be depleted; 

teti!il§l a finding that there are no alternative 

sources of revenue; 

tft(vi)(F) a summary of the alternatlves that the 

governing body of the taxing unit hds considered; and 

tgttv±±t(G) a statement of the need for the inc.:eased 

-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, or other public calamity. (Terminates 

December 31, 1989--sec. 6, Ch. 654, L. 1981.)" 

Section 2. Section 6, Chapter 654, Laws of 1967, is 

amended to reg,d: 

"Section 6. Terllination .. This act terminates December 

31, 1989 1991." 

NEW SECTION. Section 3. Effective date. [This act J is 

effective April 4, 1989. 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 PROVISIONS 

RELATING TO THE PROPERTY TAX FREEZE ANB-Abb9WlNS-AN-lNERBASB 

lN--~HB--NBMBBR-9P-MlbbS-~HA~-MA~-BB-bEYlEB-B¥-A-~AHlN6-HNl~ 

JP-~HB-PBR€HAStN6-P9WBR-9P-~HB-~AHfN6-BNf~-HAS-9BeRBASBB--B~ 

AT--bBAS~-l-PBR€BN~-tN-THB-PRBYl9BS-€AbBNBAR-YBARl PROVIDING 

AN EXEMPTION FROM THE FREEZE FOR LEVIES FOR ECONOMIC 

DEVELOPMENT ANB--P9R--MANBA~B9--9R--ONB9N~R9bbABbB-€9STS-9P 

bB€Ab-69YBRMMBN~-BNl~S-ANB-S€H69bS7-Abb9WlN6-b9BAb--BbBETBRS 

Te---RBM9YB--THB--l986-bBYBb--bfMfTATl9N--9N--bBYiBS--9R--Te 

tNSTf~BTB-A-BtPPBRB~-blMf~A~f9Nl EXTENDING THE TERMINATION 

DATE OF THE FREEZEl AMENDING SECTION 15-10-412, MCA, AND 

SECTION 6, CHAPTER 654, LAWS OF 1987l AND PROVIDING AN 

EFFECTIVE DATE." 

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

NBW-SBB~tBN•--~teR-1•-~jHstment--~~-~~~~-~~ 

•ill-le¥ies----deerease-i~-pttrehesin~--power.---tlt--tf--~he 

purehastng--pcwer-ef-a-taxinq-unit-has-deereased-by-at-leas~ 

t'-tn-the-preeedin9-ealendar-yearr-the-qovernin~-body-of-the 

taxinq-~n±t-aay-tnereas~-th~-limit--provided--in--~itle--tSr 

ehapter--~&7 --part--47--en--the--nttmber-of-mills-that-may-be 

~ ............. -
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levied-ey-a-taMinq--~nit--by--the--same--peree"ta9e--a~--the 

p~rehaeinq---power--ha~--Oeeree~ed.--~he--tneree~e--~~~t--be 

eempttted--on--the--numbe~--of--mill~--th~--~ax~n9-~ttntt--was 

aathor±~ed---~o--ie¥y--±n--th~--pri~r--year;~-tnclttdin9--ail 

ad]~stments-te-th~-limitation-previded-tn-~ttle-tSr--ehapter 

t&,--part--4.--~--mill--levy--inerease-made-pH~~~ant-t~-this 

sectton-may-not-resttlt--tn--a--loeal--~overnment--levy±nq--a 

~reater--n~mber-of-mills-then-the-namber-~et-as-a-maximHm-~y 

law-~nder-a-provision-other-than-in-Title--l5i---ehepter--t8T 

part-4• 

t~t--boeal--qovernment--parehasin9-power-i~-mea~tlred-by 

the-ehanqe-trom-one-eaiender-year~~--to--the-~"ext--ealendar 

yearLs--±mpitett--prtee-deflator-for-qross-nat~onal-prodHe~T 

for-the-state-and-leeal-qovernment-seetor;-prepared--by--the 

UoSo--depar~ment--of--labor;--bareau-of-labor-statisties,-er 

other-sim±lar-eompiiation-that-the-bttreau--of--basiness--and 

eeonomie--researeft--of--the-universtty-of-Montana-may-in-the 

f~~Hre-reeoqnize-as-the-saeeessor--to--that--implieit--priee 

deflator• 

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

"15-lD-412. (Te•porary) 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 
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to all classes of property described in Title lS, chapter 6, 

part l. 

(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 

aills levied, whichever is less for each taxing unit. 

(3) The liaitation 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 into 

a taxinq unit: 

(b) construction, expansion, or re~aodelinq of 

improvements; 

(c) transfer of property into a taxinq 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: 
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(i) cyclical reappraisal; or 

(ii) expansion, addition, replacement, or remodt>iing of 

improvements. 

(4) The limitation on the amount of taxes levied does 

not mean that no further increase mdy be made in the taxable 

valuation or in the actual tax lia~ility on i11dividual 

property in each class as a result of: 

(a) construction, expansion, replaceme11t, or 

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 product ion 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 

(f) conversion of the 

tax-exempt to taxable status. 

individual property from 

(5) Property in classes four, twelve, dnd tuurteen is 

valued according to the procedures used in 1986, including 

the designation of 1982 as the base yegr, until the 

reappraisal cycle beginning .January 1, 1980, 1.s coUipleted 

and new valuations are placed on the tdx roll::> and a new 

base year designated, if the property is: 

(a) new construction; 
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replaced, or remodeled 

from tax-exempt to taxable 

(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 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 ta¥able 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 

liaitations 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~ 

~ the taxing unit's taxable valuation decreases by 

-5- HB 125 

1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

H~ U I 2'>/02 

5\ or more from the previous tax yedr. It d tdXilhJ unit's 

taxable valuat1on decr~ases by "jl. or more ttum tne previous 

tax year, it may levy additional mills tu L"Lilll[l'-"1bdlt• to1 the 

decreased taxable valuation, bul t-M-ne~-c-:tt~~-m.tty IN NO CASE 

MAY the n1:2mb~t"=-~-~ mills Levied !!.._~!_~tt~~~:-:!~---;~_!~ -suh~~eti.on 

tat--ftllly-not exceed d number Cdlculdted bJ equal the revenue 

from property taxes for the 1986 tax year in that taxing 

unit. 

tbt-- the- -ptt'tehas i:ng- -power--of-- the_-=-:!~ x ~ ng -:-_-':~:_ ~) t; -____:=- htJ s 

decreased.--f£-a-tax±n~-~n±t~~-pttrenas~n9~!~~~n~~~~~~reased 

by-at-ietJ~t:-i,,-aed±tional-mill~-may-b~-le~le~- -~~u~nt:--to 

tseeti:ott-:l:f--;-

18) The limitation on the amount of taxes levied does 

not apply to the following levy,-bttdget-e~~~~!~ or special 

assessment categories, whether or not they are ba~ed on 

commitments mdde before or after approvdl cf lS-10-401 and 

15-10-402: 

(a) 

(b) 

(c) 

rural improvement districts; 

special improvement districts: 

levies pledged for the repaymer1t 

indebtedness, including tax increment bonds; 

(d) city street maintenance districts; 

(e) tax increment financing district~; 

of bonded 

(f) satisfaction of judgments agai11~L a taxing unit; 

(g) electric company street lighting dssc·~;smt.•nts; attd 
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(h) revolving funds to support any categories 

specified in this subsection (8)~£ AND 

(i) levies for economic development authorized by 

90-5-112;-aftd 

tjt--ievte8--te--pey--Eor--items--or--programs-that-are 

aandated-by-fed~rai-er-state-government-or--ower--wh~eh--the 

~aNing-anit-has-no-eentrol. 

(9) 1!1 The limitation on the amount of taxes levied 

does not apply in a taxin9 unit if the voters in the taxinq 

unit approve an increase in tax liability a~-a-gene~ai 

elee~iono-~he-yoters--in--e--taxing--~ni~--may--approwe--the 

re•ovai---ot--the--i~mitation--or--the--establtshmen~--of--a 

different-!iaitationz-either-in-the-namber-o£--mtlls--to--be 

ievied--for--one-or-more-f~nds-er-~n-reterence-to-tfte-aao~nt 

of-a-partiea!a~-ievr• 

tbt--~he--voters--~n--a--t&Mtng--an~t--.ay--approve--an 

~nereas~--~n--tax--i~ability--at--a--speciai--eiection--heid 

following a resolution of the governing body of the taxing 

unit containing; 

tat~ a finding that there are insufficient funds 

to adequately operate the taxing unit as a result of 

15-l0-401 and 15-10-402; 

tbttHt(BJ an explanation of the nature of the 

24 financial emer9ency: 

25 te1(iiiJ(CJ an estimate of the amount of funding 
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shortfall expected by the tgxing unit; 

tdttivt(D) a statement thgt .dpp.La:.:.tU.Le fund bdlances 

are or by the end of the fiscal year will be depleted; 

tet1.!.1...i!l a finding that there are no cdternative 

sources of revenue; 

tft(vi)(F) a summary of the alternatives that the 

governing body of the taxing unit h.a.s considered; and 

tgttviit.t91 a statement of the need for the iucceased 

revenue and how it will be used. 

(10) The limitation on the amount of tdxes lev1ed does 

not apply to levies required to addres~ the tunding of 

relief of suffering of inhabitant~ CdiJsed by famine, 

conflagration, or other public calamity. (Terminates 

December ll, 1989--sec. 6, Ch. 654, L. 198-/.J'' 

Section 2. Section 6, Chapter 654, Law::. of 1987, is 

amended to read; 

"Section 6. Teu11indtion. This act terrllinctles December 

ll, l989 1991.. 

NEW SECTION. Section 3. Effeclive date. [Till> act) is 

effective April 4, 1989. If 

after April 4, 1989, [this acl) 

approval. 

-End-
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STAN STEPHENS 
GOVERNOR 

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 

§.tatr of !Bontunu 
®ffirr of t~r C6ourrnor 

iijrlrna, !Uontann 39620 
-tDG·<l-14·3111 

April 20, 1989 

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

I therefore veto House Bill 125. 

STAN STEPHENS 
Governor 




