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A BILL FOR AN ACT ENTITLED: "aN ACT REVISING THE SALES
ASSESSMENT RATIO STUDY PROCEDURES FOR DETERMINING THE
CORRECT ASSESSMEN% LEVEL FOR SIMILAR PROPERTY LOCATED IN
SPECIFIC AREAS OF THE STATE; AMENDING SECTIONS 15-7-102,
15~7-111, AND 15-10-412, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Ssection 15-7-102, MCA, is amended to read:
*15-7-102. Notice of classification and appraisal to

owners -- appeals, (1) It shall be the duty of the

department of revenue to cause to be mailed to each owner
and purchaser under contract for deed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements thereen on_the land
only if one or more of the following changes pertaining to
the land ot improvements have been made since the last
notice:

{a}) change in ownership;

{(b) c¢hange in classification;

{c) change in valuwation; or

{d) addition or subtraction of personal property
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affixed to the land.

(2) The notice of classification and appraisal
provided by the department under subsection (1) must be on
a standardized form adopted by the department containing
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the classification and
appraisal of his property and of changes over the prior tax
year.

{3) If the awner of any land and improvements is
dissatisfied with the appraisal or classification of his
land or improvements, he may submit his objection in writing
to the department's agent. The department shall give
reasonable notice to smeh the taxpayer of the time and place
of hearing and hear any testimony or other evidence which
the taxpayer may desire to produce at such that time and
afford the opportunity to other interested persons to
produce evidence at such the hearing. PTheremfter After the
hearing, the department shall determine the true and correct
appraisal and c¢lassification of such the land or
improvements &nd forthwith notify the taxpayer of its
determination. In the notification, the department must

state its reasons for revising the <c¢lassification or

appraisal. When =ae the proper appraisal and classification

have been determined, the land shall be classified and the

improvements appraised in the manner ordered by the

INTRODUCED BILL
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department.,

{4) Whether & hearing as provided in subsection (3) is
held or not, the department or its agent may not adjust an
appraisal or classification upon taxpayer's chjection
unless:

{a) the taxpayer has submitted his objection in
writing: and

{b) the department or its agent has stated its reason
in writing for making the adjustment.

(%) A taxpayer's written cbjection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records. Each county appraiser
shall make such the records available for inspection during
regular office hours.

(6) If any property owner shati-feel feels aggrieved
at the classification and/or the appraisal se made by the
department, he shall have the right to appeal to the county
tax appeal board and then to the state tax appeal board,
whose findings shall be final subject to the right of review
in the proper-court-or courts. whiite-the The property owner
may appeal the base year valuation, and the classification
determination, the-property-owner-may-not-appeat the yearly
percentage adjustments that are specified in 15-7-111 and

that may be made as a result of the sales assessment ratio
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study--Fhe-property-owner-may-net-appeat, and the stratum or
area designations as specified in 15-7-111."

Section 2. section 15-7-111, MCA, is amended to read:

"15-7-111. Periodic revaluation of taxable property --
appeal of revaluations. (1)} The department of‘revenue shall
administer and supervise a program for the revaluation of
all taxable property within the state at least every 5
years. A comprehensive written reappraisal plan shall be
promulgated by the department. The reappraisal plan se
adopted shall provide that all property in each county shall
be revalued at least every 5 years or that no less than 20%
of the property 1in each county shall be revalued in each
year. The department shall furnish a copy of the plan and
all amendments therete to the plam to the board of county
commissiconers in each county,

{2) The new values determined during a revaluation
cycle must be provided to the taxpayers at the end of the
revaluation c¢ycle but may not be placed on the tax rolls
until 1 vyear following the completion of the revaluation
cycle.

{3} & taxpayer shall appeal the new wvalue in advance
of its placement on the tax rolls by filing an appeal
pursuant to 15-15-102 before the first Monday in June or 15
days after receiving notice of the new valuation amount,

whichever is later, or be barred from appealing fFor

-4-
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untimeliness.

{4) For the taxable year beginning January 1, 1988,
and for every taxable year thereafter, the department shall
conduct a stratified sales assesument ratio study of all
residential real property and improvements, of all
commercial and industrial real property and improvements,
and of all other real property and improvements. The study
must include adeh--proper+y--as vacant land, agricultural
improvements, and the i-acre homesite beneath the

agricultural residence. Values based on each year's study

may not be implemented until the following year.

(5) The study required in subsection (4) must be based

{a) +ehe commonly accepted statistical standards and

methodology adopted--by--the--internatienat--asscciarion-af
assessing--offiteara——in-~-their-—pubiication-—--25¢candard---on
Assesament-Ratie-Studieal;
tby¥--assessments--—-ef-—-the---property—-—described—--in
subsection-t4y-as-af--January--1--of--the——year--immediateiy
preceding-the-taxabie-year-for-whish-the-seudy-is-conducteds
te¥tb) a statistically wvalid sample of sales, using
data from realty transfer certificates filed for &he up to 3

taxable year years prior to the year the study is made,

taking into account the dates of the included sales in the

statistical analysis immedimteiy—-foliowing--the--asseasment
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date-identified-in-subsection-{5j3tby; and

t3¥{c) the assessments and sales for areas of the
state that are economically, demographically., and
geographically similar in order to determine the sales
assessment raefe ratics for a specific area.

(6) For purposes of conducting the study required by

subsection (4), the department shall partition the state

into as many as 100 areas for residential property and as

many as 20 areas for commercial property. The areas must

contain comparable numbers of property and  statistically

sufficient numbers of sales. The areas must be as

economically and demographically homogenecus as reasconably

practicable.sales-assesament-areas-are-as—fortows:
tay-—-aresa-i<
tiy--Panteta-Eounty+
tity-Sheridan-County;
titty-Roosevelt-County:
tivy-Me€one-Countys
tvi--¥ailtey-Eounty;
tviy-Phitiips-€ounty;
tviiy-Petroteam-County;
tviity-Garfield-County;-and
tixy-FPrairie-€osunty;
tb¥-—-area-2+

tiY--Riehland-Eountys
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tti}-Dawsen-County;
titr}-Wibaux-Countys
tivy-Patten-Countys
tvy--€arter~Countys

tvty-Powder -River-Countys
{viry-Rosebud -Countyr
tviiiy-Big-Horn-Eountysr-and
fixy-Custer-County;
tey—-area-3F:+--etty-of-Bitiingss
tdy-—area-4-

tty--¥Yellowatone-~--Esunty-—~texctuding---the---city--of

Billingsys

tfrty-Preasure-Eountys
tiriy-Moaselsheii-Eountys
tivy-Earben-County;-and
tv}--Stitiwater-County;
te}-—-area-5+
tiy--Golden-Vatiey-Eountys
tti}-Wheatland-County:
titty-Pergus-Eounty;
tivy-Judith-Basin-€ounty;
tvi--Meagher-Eounty; -and
tviy-Sweet-Srass-€ounty;
tEy--2rea-6+

tty--Park-Eounty;
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fr:3-Galttatin—Eountys
tir+}-Broadwater-Eountyr-and
ttvi-Eewts-and-€iark-Countys
tg}--area-F:—-city-of-Great-Paiisa;
thi--area-d-

fi?ffeascade~f€aunty—-fexe}udianfthef—city--of——AGreat

Fatisys

ttt}-Chouteau-€Eountys
ttt+y-Feton-Eountys
tivy-Hiti-€ountys
tvy--hiberty-€ountysr
{riy-Poote-Countys
tvit}-Pondera-County;
tvitity-Stacter-Esunty;—and
titxy-Blatne-Eountys
t¥y—~area-9-
tiy--Madisan-2ountys
tii}-Beavernead-Eountys
titty-Stiver-Dew-€Eeuntyr
titvy-Jefferson-County;
tv}---Deer-bedge-Countyr
tviy-Grantte-€ountyr-and
{vii)-Poweli-Esantys
tj}--area-19:--cibty-of-Missouias

tky-—area-1t+
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t1}-—Misseura--County-texctuding-the-ctey-of-Missoutay;
and

tt:¥-Ravatli-Eountys

ty--area-12+

+i)y-—-Minerat-countys

titt-Sanders-County:-and

titty-bincoin-Eountys

tmy--area-13:

+i3--Piakhead-Eounty;-and

tiiy-bake-Countys

t31--Fhe-department -shatl-use-the-fortowing--procedures
to--resslve--sitnations-—in--simitar-arems—of-the-state-that
mave-—inadegquate-—-mumbera---gf--—-satea---to---conduct——-the
atgcisciecatiy-vatrid-sampie—in-a-specifiec-tax-years

tay--an--extension--sf-the-time-pertecd-from-which-srles
are-—drawn--and--an--adjustment--of-—the--sates---price---to
aeknowisdge-the--different--time--peritod--At-a-minimem;-the
time-adjustmene-must-coineide-with-the-consumer-price--index
for-that-same-time-periads

tb3--the-use-af-fee-appratsais-in-tien-of-sates-pricess
The-fee-apprarsat-mnst-be-condueted-by-a8-certified-appraiser
who-ta-not-an-empleyee-sf-the-departments

fcf——tﬁé~&npub—oé—assessment-ratio-statisticsfdeveicped
frem--a-—-modet-of-the—area:-Fhe-information-to-be-input-inte

the-study-must-be-statisticatty-valid and -must-be--developed
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by-—a--certified--statistician-who-+ra-not-an-empleyee-of-the
department-

t83(7) The department shall use the following
procedure to validate sales information:

(a) Department ftetd staff who have no access to

appraisal values and who did_ not participate in the

determination of appraised values are reqguired to manuakriy

review eaeh the sales transaetios transactions evidenced by
a realty transfer certificate. The review must be conducted

to determine whether each sale wused in the study was a

valid, arm's-length transaction. Only valid, arm's-length
sales may be used in the sales assessment ratio study.
{b} The valid sales information must be transmitted to

the department. The department staff gutside the property

assessment division shall enter the sales information on the

computer—-assisted appraisal system in order to make the
sales assessment ratio study. The sales information
contained on the computer-assisted appraisal system is

considered confidential, as prowvided in 15-7-308, but the

results of the study must be made available to the public by
request or by general disclosure.

{c) The department shall exclude from the sales
assessment ratio study any parcels in which the improvements
have been remodeled, reconstructed, or expanded or-that--are

wholly--new--construetion--after between the time of the

-10-
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assessment date-identified-in-subsection-t5¥tb} and the time
of the sales.

{d) The department shall exclude sales assessment
ratios of less than 50% or greater than 200%.

+9+(8) {a) The department shall have equalized

property values throughout the state and may not make

further adjustments to wvalues under this section when the

fottawing-eonditionas-are-mets
tay the everari-assesament assessments itevetr for each
stratum within each area identified in subsection (6) are

rescaled to bring all ratios to common value 1, ¥s-within-an

tnrervat-ef--ptus--or--minna--10%--of--the--tegat--tevei--of
assessmenty--given and an adeguate sample size is used to

produce standard error of less than 5%;

thy--conffictants-of-disperston——with--reapect-—to-—the
weighted--mean--assessment--ratio-for-residentiat-propercies
tocated-within-eacsh-area-itdentifired-tn——-subsecktiton--t63--are
equat-to-er-tess-than-26%;

(b) Under the method described in subsection {B)(a},

taxable property in each area is considered revalued for

each tax year, based on the results of the sales assessment

ratio study and the adjustments required by that study.

tey--coefficients-of-dispersion -with-—respect--to-—the
weighted--—mean---assessment---ratio---for--income-producing

properties-ltocated-within-each-area identifted-in-anhsection
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t6F—-are-equai-te-or-tess-than—-208%;-and

tdy--coefficienta-of-diesperston--with--respect--to--the
weighted--mean--assessment--ratis--for-~other--types-ef-real
property--and-—improvementa---located-—-within---egeh---area
tdentified--tn-anbsection-t6j-are-equat-to-sr-tesa-than-20%<

t183-tay-When-the--overanlti--assessment--tevel--of--eaech
stratum--excesds--30%--of--the-tegat-tever-of-aasessment-and
vhen-ehe-coeffiretents—of--dtaperaten--with-—-respeect--to--the
weighted--—mean—-far--each-stratum-exceed-20%;-the-department
shati-make-percentage-adinatmentas-—to-the-vatuactona--of--att
the--properties——in--a-specifie-area-stratom--Fhe-percentage
adjustments-must-create-complitance-with-subaection-t3}y+--Fhe
pereentage--adjusemenes-muat-account-for-unique-factara-that
affeck-vatues-in-the-vartsus-areass

tbi--Bnder-ehis-meched;-altl-taxable--property--in--each
area--is-censidered-revatued-for-eaeh-tax-year;-based-en-the
resntta—-of--the—-sates—-—assesament--ratio--study-—-and-——any
percentage-adiustments-required-by-that-study<"

Section 3. 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,

-12-
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part 1.

(2) The limitation on the amount of taxes levied 1is

interpreted to mean that, except as otherwise provided in

this section, the actual tax liability Eor an individual
property 1is capped at the deollar 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 wvalue and wmills levied,
whichever is less for each taxing unit,

{3) The limitaticon on the amount of taxes levied dces
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, ar remodeling of
improvements;

(¢) transfer of property into a taxing unit;

(d) subdivision of real property;

(e) reclassification of property:

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

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

status; or

(h) revaluations caused by:
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(1} cyclical reappraisal; or
(ii) expansion, addition, replacement, or remodeling of
improvements+; or

(i) _increases in property valuation pursuant to

5-7-111(4) through (7) in order to equalize property values

annually.

(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 of:

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

{b) transfer of property into a taxing unit;

{cy reclassification of property;

(d) increases in the amount of production ar 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; sr

({£) conversion of the individual property from
tax-exempt to taxable status; or
(g) _increases in preoperty wvaluation pursuant to

15-7-111(4) through (7) in order to equalize property values

anpually.

{5) Property in classes four, twelve, and fourteen is

-14-
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valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning Januvary 1, 1986, is completed
and new valuations are placed on the tax r10olls and a new
base year designated, if the property is:

(a) new construction;

(D) expanded, deleted, replaced, or remodeled
IMPIOVENENLS;

{c) annexed praoperty; ot

(d) property converted Ffrom tax-exempt ¢to taxablsa
status.

(6) Property described 1in 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 limitaticon onrn the amount oF taxes, as
¢larified in this section, is intended to leave the property
appraisal and valuation methodology of the department of
revenye 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 15-16-401 and 15-10-402 except for the

use of taxable valuation in fixing tax levies. In fixing tax

levies, the taxing units of local gouvernment way anticipate
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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 wunit for the 1986 tax year unless the taxing unit's
taxable valuaticon decreases by 5% or more from the previous
tax year. If a taxing unit's taxable valuation decreases by
5% or more from the previous tax vyear, it may levy
additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a
number calculated to egqual the revenue from prcperty taxes
for the 1986 tax year in that taxing unit.

{(8) The limitation on the amount of taxes levied does
not apply to the following 1levy 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) rtural 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 judgments against a taxing unit;

(9) electric company street lighting assessments:; and

{h} revolving funds to support any categories

-16-—-
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specified in this subsection (8).

(9) 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 following a resolution
of the governing body of the taxing unit containing:

{a) a f£inding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

(b} an explanation of the nature of the £financial
emergency;

(c) an estimate of the amount of Eunding shortfall
expected by the taxing unit;

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

{e} a finding that there are no alternative sources of
revenue;

(f) a summary of the alternatives that the governing
body of the taxing unit has considered; and

{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 Eunding of
relief of suffering of inhabitants caused by fanine,
conflagration, or other public

calamity. (Terminates

December 31, 1989--sec. 6, Ch. 654, L. 1987.)"
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NEW SECTION. Section 4. Extension of authority

existing authority to make rules on the
provisions of (this act] is extended to
[this act].

NEW SECTION. Section 5. Effective
applicability. [This act] 1is effective
approval and applies to taxable years
December 31, 1989.

-End-
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APPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL NO. 703

INTRODUCED BY RAMIREZ, CRIPPEN

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE SALES
ASSESSMENT RATIQ STUDY PROCEDURES FOR DETERMINING THE
CORRECT ASSESSMENT LEVEL FOR SIMILAR PROPERTY LOCATED IN

SPECIFIC AREAS OF THE STATE; REQUIRING THE DEPARTMENT OF

REVENUE TO ANNUALLY PUBLISH THE RESULTS OF SALES ASSESSMENT

RATIO STUDIES; AMENDING SECTIONS 15-7-102, 15-7-111, AND

15-10-412, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE

AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-7-102, MCA, is amended to read:
"15~7-102. Notice of classification and appraisal to

owners —— appeals. (1) It shall be the duty of the

department Of revenue to cause to be mailed to each owner
and purchaser under contract for deed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements thereon on the land
only if one or more of the following changes pertaining to
the land or improvements have been made since the last
notices

fa) change in ownership;

(b) change in classification;
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{¢) change in valuation; or

{d) addition or subtraction of persanal property
affixed to the land.

{(2) The notice of classification and appraisal
provided by the department under subsection {1} must be on
a standardized form adopted by the department containing
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the classification and
appraisal of his property and of changes over the prior tax
year.

(3) If the owner of any 1land and improveitcnts is
dissatisfied with the appraisal or classification of his
land or improvements, he may submit his objection in writing
to the department's agent. The department shall give
reasonable notice to such the taxpayer of the time and place
of hearing and hear any testimony or other evidence which
the taxpayer may desire to produce at sueh that time and
afford the opportunity to other interested persons teo
produce evidence at sueh the hearing, ®hereafrer After the
EEEEiEﬂf the department shall determine the true and correct
appraisal and classification of such the land or
improvements and forthwith notify the taxpayer of its
determination., In the notification, the department must
state its reasons Ffor revising the classification or

appraisal. When so the proper appraisal and classification

-2- HB 703
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have been determined, the land shall be classified and the
improvements appraised in the manner ordered by the
department.

{4) Whether a hearing as provided in subsection (3) is
held or not, the department or its agent may not adjust an
appraisal or classification upon taxpayer's objectian
unless:

{a} the taxpayer has submitted his objection in
writing; and

{b) the department or its agent has stated its reason
in writing for making the adjustment.

(5) A taxpayer's written objection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records. Each county appraiser
shall make such the records available for inspection during
reqular office hours.

{6) If any property owner shati-feeit feels aggrieved
at the classification and/or the appraisal se made by the
department, he shall have the right to appeal to the county
tax appeal board and@ then to the state tax appeal board,
whose findings shall be final subject to the right of review
in the proper—court-or courts, While-the The property owner
may appeal the base year valuation, and the classification

determination, the-preperty-owner-may-not-appealt the yearly
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percentage adjustments that are specified in 15-7-111 and
that may be made as a result of the sales assessment ratio
study:z-Phe-property-owner-may-not-appeal, and the stratum or
area designations as specified in 15-7-111."

Section 2. section 15-7-111, MCA, is amended to read:

"15-7-111. Periedic revaluation of taxable property ——

PUBLICATION OF SALES ASSESSMENT RATIO STUDIES -~ appeal of

revaluations. {1} The department of revenue shall administer
and supervise a program for the revaluation of all taxable
property within the state at least every 5 years. A
comprehensive written reappraisal plan shall be promalgated
by the department. The reappraisal plan so adopted shall
provide that all property in each county shall be revalued
at least every 5 years or that no less than 20% of the
property in each county shall be revalued in each year. The
department shall furnish a copy of the plan and all
amendments therets to the plan to the beard of county
commissjioners in each county.

(2) The new values determined during a revaluation
cycle must be provided to the taxpayers at the end of the
revaluation cycle but may not be placed on the tax rolls
until 1 year following the completion of the revaluation
cycle.

{3) A taxpayer shall appeal the new value in advance

of its placement on the tax rolls by filing ar appeal
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pursuant to 15-15-102 befcre the first Monday in June or 15
days after receiving notice of the new valuation amount,
whichever is later, or be Dbarred from appealing for
untimeliness.

{(4) For the taxable year beginning January 1, 1988
1990, and for every taxable year thereafter, the department
shall conduct a stratified sales assessment ratio study of
all residential real property and improvements, of all
commercial and industrial real property and improvements,
and of all other real property and improvements. The study
must include sueh--property--as vacant land, agricultural
improvements, and the l-acre homesite beneath the

agricultural residence., Values based on each year's study

may not be implemented until the following year.

{5) The study required in subsection (4} must be based

ons

(a) +the commonly accepted statistical standards and

methodology adepted--by--the-—internatienat--asseciation--of
mesessing---officers-——in--their--publieation--"Standard--an
Assessment-Ratio-Studies®;
tb}--assessments-—-of——-the---property——--descritbed-—-in
subsectisn--t4y-—aa--of--January--t--of-the-year-immediatetry
preceding-the-taxable-year-for-which-the-study-$s-conducteds
te¥(b) a statistically valid sample of sales, using

data from realty transfer certificates filed for the up to 3
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taxable year years prior to the year the study is made,

taking into account the dates of the included sales in the

statistical analysis +mmedirateiy--fotiowing-tha-asaessament
dare-tdentified-in-subsection-{5}¢tb¥y; and

td¥{c) the assessments and sales £for areas of the
state that are economically, demographically, and
geographically similar in order to determine the sales
assessment ratio ratios for a specific area,

(6) For purposes of conducting the study required by

subsection (4), the department shall partition the state

into as many as 100 areas for residential property and as

many as 20 areas for commercial property. The areas must
contain comparable numbers of property SALES and

statistically sufficient numbers of sales. The areas must be

as economically and demographically homogeneous as

reasonably practicable.sates---assesament---areas--are--as

fortowas
tafy-—area-i+
tiy--bBantets-Countys
tiiy-Sheridan-Seunty;
fiiiy-Roosevelt-Eounty;
fivi-MeEone-Eounty+
tvy--Vartey-Countys
fviy-Philtipa-Countys

tvii}-Petroteum-Eonntys
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tviti}-Garfieid-County;-and
tixy-Prairie-County;
tbi--area-2»
t1}--Richiand-Countys
tii}-Pawsan—County;
titi}-Wibaux—Eounty;
tiv}-Palion-Eountys
tvy-—-Earter-Countys
tvi}-Powder-River-Ceunty;
tvit}-Rosebud-€ounty;
tviti}-Big-Horn~County+-and
tixy-Custer-County;
tey--area-3+——etty-of-Bitiings;
tdy--area-4+

tit--¥eltowstone--Eounty---texcinding---the---eity---of

Britingsysr

tity-Preasure—€onntys
titiy-Musseisheit-—Countys
tivi-Barbon-E€ountyr-and
tv}--Stitiwater-County:
tey-—-area-5+
tt)--6oiden-vaiiey-Qountcy;
tti)-Wheattand-countys
titiy-Fergns-ECountys

ttv}-Judith-Basin-Cenntyr

—9- HB 703
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tvi-~Meagher—Eonnty;-and
tviy-Sweer-Grass-Countys
tE3-—area-6:

try-~-Park-County;
fri}-Gattarin-Eounty;
ti+ty-RAroadwater—Eounty;-and
ttvy-hewis-and-€tark-Ecunty;
tgy--area-F:--city-of-Great-Patisr
thi--area-8:

t+4--€ascade---Eounty--texcinding--the--city--of -—-Great

Patiays

tit¥-Ehsukeau-Eounty;
ttity-Peron—Eounty;
tivy-Hiti-Eounty;
tvy-—biberty-County;
tviy-Poole-Eounty;
tvity~Pondera-County;
tviti}-Glacier-County;—and
tixt-Biatne-County;
+t+--area-5+
ti}-—Madisen-€ounty;
t+t+y-Beaverhead-Eounty;
t1i+y-Siiver-Bow-Countyr
tivy-Fefferasn-Countys

tv}--Peer-bodge-€suntys

—g- HB 703
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tvij-Granite-Countyr-and

+vit}y-Poweli-Eountys;

t3}--area-1B:+--city-of-Misasnia;

tky--area-11+

tiy-—-Missouta-County-texciuding-tha-city-of--Missouiay;
and

t+tiy-Ravalii-Countys

t1y-—area-12+

tiy~--Minerat-Countys

ftiy-Sanders-Eountys—and

i1y -bincoin-Eountys

tmy-—~area—-13:

tt}-—Piathead-Eonntyr—and

tii)-bake-Eountys

t#3--Ffhe--department-shatt-use—the-fotiowing-procedures
ro-resolve-situations-rn-simitar-areas—-of--the--seate--that
have-——inadeguate---numbera---of---sates—--te-—-econduct—-the
statisticatly-vatid-sampte-in-a-specifie—tax-year:

fay--an-extenston-of-the-time-period-from—-which--saltes
are--—drawn——-and--an--adjustment--of--the-——-sates-—-priee--to
acknevwiedge-the-different-time-periods--At--a--mintmemy——the
time--adjustment-must-coincide-with-the-consumer-price-index
far-that-same-time-pariods

tby--the-use-of-fee-appratsais-in-tieu-cf-asates-priceas

Fhe-fee-appraisat-must-be-eenducted-by-a-certified-appraiser
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who-is-not-an-emptoyee-of-the-department~

tey--the-input-of-assessment-ratio-stattstics-devetoped
from-a-medel-of-the-areaz-Fhe~information-to-be--input——ints
the--srudy-must-be-statiatically-vatrd-and-muse-be-devetoped
by-a-cartifted-statiatictan-who-ts-nét-an--empioyee—-of-~the
department~

tB8}¥(7) The department shall use the following
procedure to validate sales information:

(a) Department £iretd staff who have no _access to

appraisal values and who did not participate in_ the

determination of appraised values are reguired to mannaliy

review eseh the sales transactien transactions evidenced by
a realty transfer certificate. The review must be conducted

to determine whether each sale used in the study was a

valid, arm's-length transaction. Only wvalid, arm's-length
sales may be used in the sales assessment ratio study.

{b) The valid sales information must be transmitted to
the department. The department staff outside the property

assessment division shall enter the sales information on the

computer-assisted appraisal system Iin order to make the
sales assessment ratio study. The sales information
contained on the computer-assisted appraisal system 1is
considered confidential, as provided 1in 15-7-30B5--but.

HOWEVER, THE DEPARTMENT SHALL ANNUALLY FUBLISH A REPORT

CONTAINING THE RESULTS OF ALL SALES ASSESSMENT RATIO STUDIES
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DONE IN EACH OF THE AREAS DESCRIBED IN SUBSECTION {6). THE

REPORT CONTAINING the results of the study must be made

available to the public by request or by general disclosure,

{c} The department shall exclude from the sales
assessment ratio study any parcels in which the improvements
have been remodeled, reconstructed, or expanded or-that--are

wheity--new--construction--after between the time of the

assessment date-itdentified-in-auvbscction-+54¢b} and the time
of the sales.

{d) The department shall exclude sales assessment
ratios of less than 50% or greater than 200%.

9¥(8) {a) The department shall have equalized

property values throughout the state and may not make

further adjustments to values under this section when the

following-conditions-are-met:
+a} the overatl-assessment assessments ieveir for each
stratum within each area identified in subsection (6) are

rescaled to bring all ratios to common value 1, is-wixthin-an

intervai-of--pius--or--minus--18k--of--the—-legai--tevei--of
assessmeney—-given and an adequate sample size is used to

produce standard error of less than 5%;

tb}--corfficieonts-of -dispersion--with—-respect-—to--the
weighted--mean—-gassesament--pakin-far-residential-properties
iocated-within-each-area-identified-in--subsection--{t6}--are

egual-to-or-itess-than-20%;
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{b) Under the method described in subsection {B)(a},

taxable property in each area is considered revalued for

each tax vear, based on the results of the sales assessment

ratio study and the adjustments required by that study.

tecy--coefficients-of-dispersion-—with--respsct--to-—the
weighted---mean-—-assasament-—--ratito---for--tncome-producing
properties-located-within-each-area-identified-in-subsection
t6y-are-egqualt-to-or-itesa-than-28%;-and
td)~-confficients-of-dispersion--with--reapect--ta-—-the
weighted--mean--assessment-—ratio--far-—other--types-of-rest
property--and--imprevements---iocated---within---¢ach---area
tdentified--in-subaection-t6)-are-eqguat-to-or-tess-chan—260%~-
t18y-tay-Whan-the--asverati--asaessment--ravel--of ——each
stratum--exceeds--18%--of-—the~-legai-ltevet-cf-assessment-and
when-the-coeffictents-of--dispersion--with--respect--to--the
weighted--mean--for--each-stratom-excerd-28%;-the-department
shalti-make-pereencage-adjusements-to-the-vatuations-——of--ati
the--properties--in--a-speeific-area-stratum;-Ffhe -pereentage
adjusements-must-ereabe-compliance-with-subsection-+9y-~--Fhe
percentage-—~adjustments-must-account—for-nnique-£factera-that
affeer-vatups-in-the-various-areas:
tby--Bnder-this-method7-ati-taxable--property-—-in--each
area--ta-considered-revalned-for-each-tax-years-pased-on-the
results-——of--the--saies—-assessment-~ratio--atudy--and---any

peresntage-adjaatnents-rejuired-pby-that-seodys"
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Section 3. 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,
part 1.

{(2) The limitation on the amount of taxes levied Iis

interpreted to mean that, except as otherwise provided in

this section, the actual tax 1liability 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 mnmills 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;
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(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:

{1) cyclical reappraisal; or

{ii) expansion, addition, replacement, or remodeling of
improvements<; or

(i) increases in property valuation pursuant  to

15-7-111(4) through (7) in order to equalize property values
annually.

{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 of:

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

(b) transfer of property into a taxing unit;

(¢) 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;

te) annexation of the individual property into a new

-14- HB 703
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taxing unit; er
(£) conversion of the individual property from
tax-exempt to taxable status; or

{g) increases in  property wvaluation pursuant to

15-7-111{4) through (7) in order to equalize property values

annually.

(5) Property in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 19B2 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, repiaced, or remcdeled
improvements;

{c) annexed proberty; or

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

(6) Property described in subsections (S}{a) through
(5)(4} that is wnot <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

~15~ HB 703
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appraisal and valuation methodology of the department of
revenue intact, Determinations of county classifications,
salaries of local government offjicers, and all other matters
in which total taxable valupation is an integral component
are not affected by 15-10-40% 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 vregardless of the amount of mills levied, a taxpayer's
liability may not exceed the dellar 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 previouys
tax year. If a taxing unit's taxable valuation decreases by
5% or more from the previous tax year, it may levwy
additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a
number calculated to equal the revenue from property taxes
for the 1986 tax year in that taxing unit,

{8) The limitation on the amount of taxes levied does
net apply to the following levy 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 distrigks;

{b) special improvement districts;

~16- HB 783
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{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).

(9) 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 following a resolution
of the governing body of the taxing unit containing:

(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;

{b) an explanation of the nature of the financial
emergency;

{c] an estimate of the amount of funding shortfall
expected by the taxing unit;

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

(e) a finding that there are no alternative sources of
revenue;

(£} a summary of the alternatives that the governing

body of the taxing unit has considered; and
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(9) a statement of the need for the increased revenue
and how it will be used.

{10) The limitation on the amount of taxes levied dces
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.}"

NEW SECTION. Section 4. Extension of authority. Any
existing autheority to make rules on the subject of the
provisions o©of [this act] is extended to the provisions of
[this act].

NEW SECTION. Section B, Effective date --
applicability. [This act] is effective on passage and
approval and applies to taxable vyears beginning after

December 31, 1989,

~End-~-
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HOUSE BILL NO. 703
INTRODUCED BY RAMIREZ, CRIPPEN
A BILL FOR AN ACT ENTITLED: "AN ACT REVISING 7IHE SALES

ASSESSMENT RATIO STUDY PROCEDURES FOR DETERMINING THE
CORRECT ASSESSMENT LEVEL FOR SIMILAR PROPERTY LOCATED 1IN

SPECIFIC AREAS OF THE STATE; REQUIRING THE DEPARTMENT OF

REVENUE TO ANNUALLY PUBLISH THE RESULTS OF SALES ASSESSMENT

RATIO STUDIES; AMENDING SECTIONS 15-7-102, 15-7-111, AND
15-10-412, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE

AND AN APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 15-7-102, MCA, is amended to read:
"15-7-162, Notice of classification and appraisal to

owners -- appeals, (i) It shall be the duty of the

department of revenue to cause to be mailed to each owner
and purchaser under contract for deed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements thereen on the land
only if one or more of the Eollowing changes pertaining to
the land or improvements have been made since the last
notice:

(a) change in ownership;

{by change in classification;
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(c) change in valuation; or

{d) addition or subtraction of perscnal property
affixed to the land.

{2) The notice of clasgification and appraisal
provided by the department under subsection (1) must be on
a standardized form adopted by the department containing
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the classification and
appraisal of his praoperty and of changes over the prior tax
year.

(3) If the owner of any 1land and improvements is
dissatisfied with the appraisal or classification of his
land or improvements, he may submit his objection in writing
to the department's agent. The department shall give
reasonable notice to such the taxpayer of the time and place
of hearing and hear any testimony or other evidence which
the taxpayer may desire to produce at such that time and
afford the opportunity to other interested persons to
produce evidence at such the hearing. Thereafter After the
hearing, the department shall determine the true and correct
appraisal and classification of such the land eor
improvements and ferthwith notify the taxpayer of its
determination. In the notification, the department must
state its reasons Ffor revising the classification or

appraisal. When se the proper appraisal and classification

-2 HB 703
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have been determined, the land shall be classified and the
improvements appraised in the manner ordered by the
department.

(4) Whether a hearing as provided in subsection (3} is
held or not, the department or its agent may not adjust an
appraisal or «classification upon taxpayer's objection
unless:

(a) the taxpayer has submitted his objection in
writing; and

(b) the department or its agent has stated its reason
in writing for making the adjustment.

{5) A taxpayer's written objection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records. Each county appraiser
shall make such the records available for inspection during
regular office hours.

{6) If any property owner shali-feeit feels aggrieved
at the classification and/or the appraisal se made by Lhe
department, he shall have the right to appeal to the county
tax appeal board and then to the state tax appeal boacd,
whose findings shall be final subject to the right of review
in the preper-court-or courts. White-the The property owner
may appeal the base year valuation, and the classification

determination, the-preperty-owner-may-not-appeat the yearly
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percentage adjustments that are specified in 15-7-111 and
that may be made as a result of the sales assessment ratio
study--Ffhe-property-owner-may-not-appeat, and the stratum or
area designations as specified in 15-7-111."
Section 2. Section 15-7-111, MCA, is amended to read:
"15-7-111. Periodic revaluation of taxable property ——

PUBLICATION OF SALES ASSESSMENT RATIC STUDIES -- appeal of

revaluations. {1) The department of revenue shall administer
and supervise a program for the revaluation of all taxable
property within the state at least every 5 years. A
comprehensive written reappraisal plan shall be proumulgated
by the department. The reappraisal plan so adopted shall
provide that all property in each county shall be revalued
at least every S5 years or that no less than 20% of the
property in each county shall be revalued in each year. The
department shall furnish a copy of the plan and all
amendments thereto to the plan to the board of county
commissioners in each county.

{2) The new wvalues determined during a revaluation
cycle must be provided to the taxpayers at the end of the
tevaluation cycle but may not be placed on the tax rolls
until 1 year following the completion of the revaluation
cycle.

{3) A taxpayer shall appeal the new value in advance

of its placement on the tax rolls by filing an appeal
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pursuant to 15-15-102 before the first Monday in June or 15
days after receiving notice of the new wvaluation amount,
whichever is later, or be barred from appealing for
untimeliness.

{(4) For the taxable year beginning January 1, %988
1990, and for every taxable year thereafter, the department
shall conduct a stratified sales assessment ratio study of
all residential real property and improvements, of all
commercial and industrial real property and improvements,
and of all other real property and improvements. The study
must include such--preperty--as vacant 1land, agricultural
improvements, and the l-acre homesite beneath the

agricultural residence. Values based on each year's study

may not be implemented until the following year.

{5} The study required in subsection {4) must be based

on:

(a} the commonly accepted statistical standards and

methodology adepted--by--the--internationai--association—-of
assessing---officers—--in--their--pubiication—-"Standard--on
Assessment-Ratie-Sendiest;
tby--assesaments-—-of--—the-—-property---described---in
subsection--{4}--as--of--January--1--of-the-year—immediatety
preceding-the-taxable-year-for-which-the-study-is-conducteds;
tey(b) a statistically valid sample of sales, using

data from realty transfer certificates filed for the up to 3

—§- HB 703
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taxable year years prior to the year the study is made,

]

taking inte account the dates of the included sales in the

statistical analysis tmmediately-—-folriowing-the-assesamens

date-identified-tn-sobseceien-{5)¢tby; and

fdi{c} the assessments and sales [for areas of the
state that are economically, demagraphically, and
geographically similar in order to determine the sales
assessment ratie ratios for a specific area.

{6) PFor purpaoses of conducting the study required by
subsection (4), the department shall partition the_ _state

into as many as 100 areas for residential property and as

many as 20 areas for commercial property, The areas must

contain comparable numbers of property SALES and

statistically sufficient numbers of sales. The areas must be

as economically and demographically homogeneous _ as
reasonably practicable.sales---asseasment-—-areas—-are--as
£ollows:

tai--area-i:
tiy--Bantets-Eounty;
£itjy-Sheridan-ECountys
titiy-Roosevert-Eountys:
ftivy-Me€one-Eounty;
tv}-—-Vaitey-County;
tvij-Phitlipa-€Ecuneys

fvizy-Petroteam-Eountys

-6- HB 703
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tvitiy-Garfieid-County;-and
tiny-Pratrie-Countys
tby--area-2+
tiy--Richiand-€ountys
tity-Pawson-€ounty;
ttti)-Wibaux-County:
tivy-Patlen-Eountys
tv}-—-Career-Eountys
tviy-Powder-River-ountys
tviiy-Rosebrd-Launtys
tviit)-pig-Harn-Conneyr-and
tixy-Custer-Conuntys
tey--area-3+--city-of-Bitlinga;
tdy--area-4-

ti}-—-¥ellowstone--EBounty-—-texcluding---the-——eity---of

Bitiings}y;

tity-Preasure-Countys
tiiiy-Musseishell-Eounty;
titv}-€Earbcn-Eounty;-and
tvy——Stiliwater-Eounty;
tey--area-5:
ti)-—-6olden-Valley-Eounty;
tii)-Wheatiand-€ounty;
titiy-Pergus-€ountys

tivy-Judith-Basin-Eountyr

-7- HB 703
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tvy--Meagher-Eeunty;-and
tvij-Sueat-Grass-Countys
tfy--area-6z:

tty--Park-County:-
+riy-Battatin-Bountys
tiiiy-Broadwater-County;-and
tivy-hewis-and-Eiark-County;
tgy-—-area-F:--city-of-Great-Faitls;
thy-—area-8<

tr3--Eaacade---County--texcluding--the--city--of--Great

Faiisys

tirt+~Eheateas-County;
titity-Petan-Eounty;
tivy-Hitl-Eounty;
tvi--hiberty-€ounty;
tviy-Peole-County;
tviiy-Pondera-Eountys
tvitty-Gtacter-Countyr-and
tixjy-Biaitne-Eountys
txy--area-9=
t1y--Madisen-Eountcys
{i1)-Beaverhead-Eocunty;
tttty-Sitver-Bow-Eounty;
tivy-Jeffersan-Eounty;

tvy--bDeer-bodge-Eountys

-8~ HB 703
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tviy-Granite-€ounty;—and

tvity-Poweli-Ceuntys

t§¥--area-ids--cirey-of-Missoutar

thy——area-3is

tiy--Missoula-County-texciuding-the-city-of--Missoutajs
and

tii)y-Ravallri-Ceuntys

t1-—area-i2s

tiy-—Mineral-Countys

tity-Sanders-@ounty;:-and

€tiity-bincotn-County;

tmy--area-i3:

tiy—-Pilathead-Eounty;-and

tity-bake-Eountys

+7}--Phe--depactment-shait-use-the-following-precedures
to-resolve-situationa-in-simitar-areas--of--the--atate--that
have—-—inadequate---numbers—--of---sales---to—--conduct--the
statistically-vaiid-sampie-in-a-specific—tax-years

taj--an-extensien-cf-the-time-period-from—-which--saies
are-—-drawn---and--an-—adjustment--of --the--sates--price--to
acknowiedge-the-different-time-perieds--At-—a--minimamy—-the
time--adjuatment-must-coincide-with-the-consumer-price-index
for-that-same-time-perieds

tb)-—the-use-of-fec-appraisais-in-tieu-of-sales-pricess

FPhe-fee—appraisal-must-be-conducted-by-a-certified-appraiser
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wha-is-not-an-empioyee-of-the-departments

tey——-the-input-of-asscasament-ratio-statisttes-developed
from-a-modei-cf-the-arear-The-information-to-be--tnput--inte
the--study-must-be-atatisticatiy-valid-and-must-be-devetoped
by-a-certified-statistician-who-ts-not-an—-empieyes--—of--the
departments

t8+{7]) The department shall use the following
procedure to validate sales information:

(a) Department £ietd staff who have no access to

appraisal values and who did not participate in_ the

determination of appraised values are required to manuaitty

review each the sales transaction transactions evidenced by
a realty transfer certificate. The review must be conducted

to determine whether each sale used in the study was a

valid, arm's~length transaction. Only wvalid, arm's-length
sales may be used in the sales assessment ratio study.

{b} The valid sales information must be transmitted to
the department. The department staff outside the property

assessment division shall enter the gales information on the

computer-assisted appraisal system in order to make the
sales assessment ratio study. The sales information
contained on the computer-assisted appraisal system is
considered confidential, as provided in 15-7-308z--but.
HOWEVER, THE DEPARTMENT GHALL ANNUALLY PUBLISH A REPORT

CONTAINING THE RESULTS OF ALL SALES ASSESSMENT RATIO STUDIES

-10- HB 703
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DONE IN EACH OF THE AREAS DESCRIBED IN SUBSECTION (6). THE

REPORT CONTAINING the results of the study must be made

available to the public by request or by general disclosure.

{c} The department shall exclude from the sales
assessment ratio study any parcels in which the improvements
have been remcdeled, reconstructed, or expanded or-that--are

wholiy--new--construction--after between the time of the

assessment date-identified-in-aubsection-t5¥ib¥ and the time
of the sales.

(d) The department shall exclude sales assessment
ratios of less than 50% or greater than 200%.

t9¥(8) (a) The department shall have equalized

property values throughout the state and may not make

further adjustments to values under this section when the

following-conditions-are-met:
ta} the overali-assessment assessments revel for each
stratum within each area identified in subsection (6) are

rescaled to bring all ratios to common value 1, ta-within-an

intervat-of—-plus--or--minus--i84--of--the--iegal--tevei--of
asseasmenty;——-g¢ven and an adeguate sample size is used to

produce standard error of less than 5%;

- ¢tby--coefficients-of-dispersion—-with-—-respect--to—-the
weighted--mean--assessment--ratio-for-residential-properties
tocated-within-each-area-identified-in--subaseetion--{6y--are

equai-to-er-tess—than-20%;
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{(b) Under the method described in subsection (8}(4a),

taxable property in each area is considered revalued for

each tax year, based on the results of the sales assessment

ratio study and the adjustments required by that study.

tci--coefficients-of-diaperaion--with--reapect--to--the
weighted-~--mean---annessment---ratio---for--ineome-produeing
properties-ilocated-within-each-area-identified-in-subsection
t6y-are-equal-to-or-itesa-than-20%+~-and

tdy—-coefficrents-of -dispersion--with--reapect--to-—the
weighted--mean—-assessment—-ratie--for--other--types-ocf-reat
propecty--and--imprevements—--located---within---eacn---area
identified-—in-aubseetion-t6}-are-equat-ta-or-te3as-chan-20%+

t18)-tay-When-che-—cverati--asasessment-—-tevel--of--each
stratum-—exceeda—-i0%--of-~the-legal-ievei-of-assessment-and
when-the-coeffieients-of--disperaton—-with--reapece--to--the
weighted--mean—-for--each-stratum-exceed-20%;-the-department
shaii-make-percentage-adjustments-to-the-vatuations—-of--at
the--properties--in--a-specific-area-stratum:-Phe- percentage
adjustmenta-must-create-compliance-with-subsectton-{9}---Fhe
percentage--adjustments-maost-account-for-unique-factars—that
affect-vaiues-in-the-various-areas:

tby--Under-this-methods-ati-taxable--property--in--each
areg-—is-considered-revalued-for-each-tax-year;-based-on-the
results—-oaf--the--sates--asseasment--ratio--atudy--and---any

percentage-adjustments-reguired-by-that-study:"

-12- HB 703
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Section 3. 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,
part L.

{(2) The limitation on the amount of taxes Ilevied |is

interpreted to mean that, except as otherwise provided in

this gection, 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 1limitation 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;

(¢) transfer of property into a taxing unit;

(d) subdivision of real property;

~13- HB 703
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{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) tr;nsfer of property from tax-exempt to taxable
status: er

(h) revaluations caused by:

(1) cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvementss; or

(i) increases in property valuation pursuant to

15-7-111(4) through (7) in order to equalize propeilLy values
annually.

(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 15-6-131 or
15-6-132;

(e) annexation of the individual property into a new

-1l4- HB 703
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taxing unit; er
(E) conversion of the individual property Erom
tax-exempt to taxable status; or

{g) increases in property valuation pursuant to

15-7-111(4) through (7} in order to equalize property values

annually.

(5) Property in classes four, twelve, and fourteen is
valued according te the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 198§, is completed
and new valuations are placed on the tax rolls and a new
base year designated, if the property is:

{a) new copstruction;

{b) expanded, deleted, replaced, or remodeled
impraovements;

(c} annexed proberty; or

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

{6) Property described in subsections (5)(a) through
(S){d) that is not class Ffour, 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 onh 1986 mills levied.

{7) The limitation an the amount of taxes, as

clarified in this section, is intended to leave the property

~15- HB 703
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appraisal and valuation methadeology ©f the department of
revenue intact. Determinations of county classifications,
salaries of local government cofficers, 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 15-10-40] and 15-10-4902, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dellar amount due 1in each
taxing unit Ffor 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 taxable wvaluation decreases by
S5t or more Efrom the previous tax year, 1t may levy
additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a
nunber calculated to equal the revenue from property taxes
for the 1986 tax year in that taxing unit.

(8) The limitation on the amount of taxes levied does
not apply to the following levy 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;

-16~ HB 703
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{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 wunit;

{g) electric company street lighting assessments; and

{h) revoclving funds to support any categories
specified in this subsection (8).

{9) 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 following a resolution
of the governing body of the taxing unit containing:

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

{(b) an explanation of the nature of the financial
emergency;

{c) an estimate of the amount of funding shortfall
expected by the taxing unit;

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

(e) a finding that there are no alternative sources of
revenue;

{f) a summary of the alternatives that the governing

body of the taxing unit has considered; and
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{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, 19B9--sec. 6, Ch. €54, L. 1987.)"

NEW SECTION. Section 4. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of {this act] is extended to the provisions of
[this act].

NEW SECTION. Section 5. Effective date -
applicability. [This act] 1is effective on passage and
approval and applies to taxable years beginning after

December 31, 1989.

—-End-

-18- HB 703



SERATE STANDING COMMITTEE REPORT

page I of 3
April 11, 1989

MR. PRESIDENT:

We, your cosmittee on Taxation, having had under consideration
HB 703 (third reading copy -- blue)}, respectfully report that HB
703 be amended and as so awmended be concurred in:

Spansor: Ramirez (Crippen)

1. Title, line 9,
Following: ";"
Insert: "REBVISING THE REAPPRAISAL FLAR REQUIREMENTS; "

2. Page 3, line 24.
Fallawing: "valuation”
Strike: ","

Insert: “and"

3. Page 3, line 25.

Following: "determination-®

Strike: °,"

Insert: ". The property owner amay net appeal”

&, Page 4, line 3.
Followings “."
Strike: "apd”
Following: “"stratua”
Insert: ","

5§, Page 4, line 5,

Following: line 4

Insert: ~(7) The percentage adjustments, stratum, and area
designations must be adaopted by administrative rule. An
annual hearing must be held to accept testimony on the
percentage adjustments, stratum, and area designations. The
department shall present its findings and the proposed rules
to the revenue oversight committae.”

6. Page 4, lines 14 and 15.
Following: "years™ on line 14
Strike: remainder of line 14 through "“year” on line 15

continued scrhb703.411

SENATE COMMITTEE ON TAXATION, HB 703
April 11, 1989
page 2 of 3

7. Page 5, lines B8 through 14.

Following: "residential” on line 8

Strike: remainder of line 8 through "year" on line 14

Insert: "land and improvements, agricultural l-acre homesites and
improvements, and commercial land and improvements. The sales
assessment ratio based on property sales finalized and
recorded by no later than November 1 must be used to determine
appraisals for the immediately succeeding tax vyear”

B. Page 6, line 13.
Strike: "comparable numbers of property SALES and"

9. Page 6, line 14.
Strike: ", The areas must”
Insert: "and”

19, Page 1@, lines 9 and 1@.
Following: "staff” on line 9

Strike: "who have no access to apprajsal values and"

11, Page 1@, lines 17 through 21.
Pollowings “(b)}" on line 17
Strike: remainder of line 17 through "study." on line 21

12, Page 1@, line 22,
Strike: “contained on”
Insert: "entered in~

13, Page 11, line 18,
Strike. " _"

14. Page 11, lines 20 and 21.
Following) “and" on line 2¢

Strike: "remainder of line 20 through "produce” on line 21
Insert) "when the sample size produces a”

SENATE
continued I?‘B 703



SENATE COHMITTEE ON TAXATION, HB 703
April 11, 1989
page 3 of 3

15. Page 12, line 5.

Following: line 4

Insert: "(¢) Assessments in an area are considered equalized under
subsection (B)(a) if the ratio for the area is within plus or
minus 5% of common value 1.°

16. Page 14, line 12.
Following: "through"”
Strike: "{7}"
Insert: “(8&)"

17. Page 15, line 5.
Following: "“through"”
Strike: "{7)"
Insert: "{8)"

18. Page 18, line 12.

Following: line 11

Insert: "NEW SECTION. Section 5. Coordination instruction. If [this
act] and Senate Bill No. &5 are passed and approved, the
amendment to 15-1@-4812(3)(1i) in Senate Bill No. 65 and the
language in the amandment to Senate Bill No. 65 inserting 15-
19-412{4)(a)iii) that reads "or a sales aBsessment ratio
scudy” are void.”"

Renumber: subseguent section

AND AS AMENDED BE CONCURRED IN
Signed. 236( @XM

ob Brown, Chairman

scrhb793.411
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HOUSE BILL NO. 703
INTRODUCED BY RAMIREZ, CRIPPEN
A BILL FOR AN ACT ENTITLED: “AN ACT REVISING THE SALES

ASSESSMENT RATIO STUDY PROCEDURES FOR DETERMINING THE
CORRECT ASSESSMENT LEVEL FOR SIMILAR PROPERTY LOCATED IN

SPECIFIC AREAS OF THE STATE; REQUIRING THE DEPARTMENT OF

REVENUE TO ANNUALLY PUBLISH THE_RESULTS OF SALES ASSESSMENT

RATIO STUDIES; REVISING THE REAPPRATSAL PLAN REQUIREMENTS;

AMENDING SECTIONS 15-7-102, 15-7-111, AND 15-10-412, MCA;
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN

APELICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-7-102, MCA, is amended to read:
"15-7-102. Notice of <classification and appraisal to

owners -- appeals. (1) It shall be the duty of the
department of revenue to cause to be mailed to each owner
and purchaser under contract for deed a notice of the
classification of the land owned or being purchased by him
and the appraisal of the improvements thereen on  the land
only if one or more of the following changes pertaining to
the land or improvements have been made since the last
notice:

{a) change in cwnership;

f’\ ‘Manrana legisiative Counci

10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

HB 0703703

{b) change in classification;

(c) change in valuation; or

(d) addition or subtraction of personal property
affixed to the land.

{2) The notice of classification and appraisal
provided by the department under subsection {1} must be on
a standardized form adopted by the department containing
sufficient information in a comprehensible manner designed
to fully inform the taxpayer as to the c¢lassification and
appraisal of his property and or Changes over the prior tax
year.

(3) If the owner of any land and improvements is
dissatisfied with the appraisal or classification of his
land or improvements, he may submit his objection in writing
to the department's agent. The department shall give
reasonable notice to sueh the taxpayer of the time and place
of hearing and hear any testimony or other evidence which
the taxpayer may desire to produce at  sueh that time and
afford the opportunity t¢ other interested persons  to
produce evidence at sueh the hearing. ®Phereafter After the
hearing, the department shall determine the true and corcrect
appraisal and classification of aueh the land or
improvements and forthwith notify the taxpayer of its
determination. In the notification, the department must

state its reasons for revising the classification or

-2- HB 7013
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appraisal. When so the proper appraisal and classification

have been determined, the land shall be classified and the
improvements appraised in the manner ordered by the
department.

(4) Whether a hearing as provided in subsection (3} is
held or not, the department or its agent may not adjust an
appraisal or classification upon taxpayer's objection
unless:

ta) the taxpayer has submitted his objection in
writing; and

{b) the department or its agent has stated its reason
in writing for making the adjustment.

(5) A& taxpayer's written objection to a classification
or appraisal and the department's notification to the
taxpayer of its determination and the reason for that
determination are public records. Each county appraiser
shall make sueh the records available for inspection during
regular office hours,

(6) 1If any property owner shaii-fee: feels aggrieved
at the «classification and/or the appraisal se made by the
department, he shall have the right to appeal to the county
tax appeal board and then to the state tax appeal board,
whose findings shall be final subject to the right of review
in the proper-court-or courts. While-the The property owner

may appeal the base year valuationy and AND the
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classification determinationy the--property--owner--may-——not

appeat. THE PROPERTY OWNER MOY NOT APPEAL the vyearly

percentage adjustments that are specified in 1%-7-111 and
that may be made as a result of the sales assessment ratio
study~-Phe-preperty-owner-may-net-appeat, and the stratum,
or area designations as specified in 15-7-111.

{7) THE PERCENTAGE ADJUSTMENTS, STRATUM, AND AREA

DESIGNATIONS MUST BE ADQPTED BY ADMINISTRATIVE RULE. AN

ANNUAL _HEARING MUST BE HELD TO ACCEPT TESTIMONY GN_THE

PERCENTAGE ADJUSTMENTS, STRATUM, AND AREA DESIGNATIONS. THE

DEPARTMENT SHALL PRESENT ITS FINDINGS AND THE PROPOSED RULES

TQ THE REVENUE OQVERSIGHT COMMITTEE."

Section 2. Ssection 15-7-111, MCA, is amended to read:

"15-7-111, Periodic revaluation of taxable property —-—

PUBLICATION OF SALES ASSESSMENT RATIC STULIFS -- appeal of

revaluations. (1) The department of revenue shall administer
and supervise a program for the revaluatrion of all taxable
property within the state at 1least every 5 years, A
comprehensive written reappraisal plan shall be promulgated
by the department. The reappraisal plan =as adopted shall
provide that all property in each county shall be revalued
at least every 5 years or-that--na-—-iess--than--28%--of--the
preperey--in-cach-county-shatt-be-revatued-in each-year. The
department shall Eurnish a copy of the plan and all

amendments therets to the plan to  the board of county
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commissioners in each county.

(2) The new values determined during a revaluation
cycle must be provided to the taxpayers at the end of the
revaluation cycle but may not be placed on the tax rolls
until 1 year following the completion of the revaluation
cycle.

(3) A taxpayer shall appeal the new value 1In advance
of its placement on the tax rolls by filing an appeal
pursuant to 15-15-102 before the first Monday in June or 15
days after receiving notice of the new valuation amcunt,
whichever is later, or be barred from appealing for
untimeliness.

(4) For the taxable year beginning January 1, 19388
1990, and for every taxable year thereafter, the department
shall conduct a stratified sales assessment ratio study of
all residential reai--preperty--and-—-improveients;--of--ait
commerciat-—-and-—industrial--reat-property-and-imprevementsy
and-of-ati-other-reat-propercy-and-imprevements;--Fhe--study
must--inciude sneh--property--aa vacant-tandr;-agricuiturat
improvementay--and---the---i-acre---homesite---beneath---the

agriculturai--restdences VYaiues—-based-en-each-ycarls-study

may-not-be-impiemented-untti-the--foriowing—-year LAND AND

IMPROVEMENTS, AGRICULTURAL 1-ACRE HOMESITES AND

IMPROVEMENTS, AND COMMERCIAL LAND AND IMPROVEMENTS.  THE

SALES ASSESSMENT RATIO BASED ON PROPERTY SALES FINALIZED AND
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RECORDED BY KO LATER THAN NOVEMBER 1 MUST BE USED TO

DETERMINE APPRAISALS FCOR THE IMMEDIATELY SUCCEEDING TAX

YEAR.

{5) The study required in subsection {4) must be based

{(a) «he commonly accepted statistical standards and

metnodology adopted--by--the—-internaticnat--associatien--ef
assessing---officera---in--their--publiearion--8Seandard--mn
Assesament-Ratto-Seudieat;

fb)--assessment3———05———the——-pr3per:?—ffdescr:bed———in
subsect&on——f&f‘-aSM-OE--&anuary——i~*oE'the-7ear-rmmediateiy
precedinq—the-taxab}e-year~Eor7wh:ch-the'stndy—}3"conduc:ed:

teytb) a statistically valid sample of sales, using
data from realty transfer certificates £iled for ene up to 3
taxable year years prior to the year the study 15 made,
taking into_accecunt the dates of the inciuded sales in __the
statistical analysis immedtateiy -foliiewing-rhe-assesament
date-identifred-+n-subsecetion-t53tby; and

tdt{c) the assessments and sales for areas of the
state that are economically, demographically, and
geographically similar in order to determine the sales
assessment ratte ratios for a specific area.

(6) TFor purposes of conducting the study required by
subsection (4}, the department shall wpartition the state

into as many as 100 areas for residential property and as
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many as 20 areas for commercial property. The areas must

contain comparabte-—-numbers--—of-—-property SABES and

statistically sufficient numbers of salesv--¥he--areas--must

AND be as econcmically and demographically homogeneous as

reasconably practicable. satesa--asseasment--areaa--are-—-nas

foliows+
tay--area-1+
tt}--Paniels-Ecuntys
ttiy-Sheridan-Eeuntyr
ttity-Rooseveitr-Countys
titv}-MeEone-Eounty;
tvy--Vattey-Eounty;
tvijy-Phittips-County;
tviry-Petroleum-Eouney;
tvirry-Garfireid-Eountys-—and
tixy~Pratrie-Eountys
thy--area-2+
tit¥--Richtand-Eountys
titt-Bawaon-Eounty;
titi}-Wibaux-County;
tivi-Patlon-Eounty;
tv}-—-Earter-Countys
tviy-Powder-River-€ounty;
tvity-Rosebud-Eounty;

tvitty-Bitg-Horn-Eountys-and

9- HB 703
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fij——¥ei}owstone~——Gounty—-—fexciuding—~~che——*ctty“—ef

Bitringsys
ttty-Preasure-Countys
tiiiy-Mussetaneii-County;
tivi-Carbon-Eountysr-and
tvy--Seitiwater-Countys
tey--area-5+
tt}--Eotden-Vatiey-Counry;
tity-wWheatiand-County;
titiy-Pergus-Sountys
tivy-duditi-Bastn-County;
tvi--Meagher-Countyr-and
tviy-Sweer-Grasa-Counky;r
tfy-—area-6+
ti}--Pack-€Countys
tity-Gattatin-€ounty;
titt)-Broadwater-Eounty;-and
tivi-Lewia-and-€tark-€ountys;
tg}--area-7:--city-of-Breat-Fatis:r

th}--area-8:

ti}--€ascade--County--texcinding--the city--of --Great

Pattais
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ttty-Ehoneean-Countyr
titty-Pecon-EBounkeys
tivy-Hiti-Countys
tvy--hiberty-Countys
tviy-Foote-Eounty;
tvriy-Pondera-countys
tritt}-Glacter-Countyy-and
titx¥y-Brarne-Eaunty;
tty-—-area-9=+
t+y--Madison-€onnty;
ttry-Beaverhead-Eountys
trity-Stiver—Bow-Eounty;
tivy-defferaon-Countys
tvy--Beer-hodge-Eounty;
tviy-Grantte-County;-and
tviry-Powell-Eountys
t3y-—aren-18:-—-etty-of-Misscuiasr
thy--area-ii<

tiy--Missoula--County-texctuding-the-eitty-of-Miasonitajr

ttr¥-Ravaiti~-Eounty;
tiy-——area-i2+:
+t¥--Minerat-County;
ti+y-Sanders-Esunty;-and

trity~bineain-countys
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tmy--areqa—3%3+

t4y--Piathernd-Esuntyr-and

tity-bake—-Eonney<

t74--Fhe-department-shati-use-the-fottawing--procedures
rto-—reanitve--sitoatiens--tn--simitar-areas-of-the-stare-trhate
have--inadeqnacte--—numbers---sf---sates---to---conduce---the
statiaticaliy-vat:zd-sampite-in-a-spectfie-tax-year:

tay-~an--extenston--cf-the-cime-period-from-which-sates
are-~drawn--and-—an--adjustment--of-~ek2r--3ates---price---to
acknowiedge--the--different--time--pesicdr-At-a-aintmamy—the
time-adjustment-most-cotnetde-with-the-consnmer-price—-index
for-that-same-time-periods

tbi--the-use-of-fee-apprarsata-in-riea-of-3atea-pricess
FThe-fea-sppratsat-muat-be-conducted-by-a-eartifted-appratraer
whe-is-not-an-empreyee-of-the-deparemencs

ftey--the-inpue-ocf-assessment-ratio-startarica-developed
from--a--modei-of-the-area:-FThe-informacton-to -be-input-intes
the-study-muat-ba-atacisticatty-vaiid-and-nusc-mwe--daveloped
By--a--certified--atatiatictan-who-ta noc-ar-empiaveer-cof-the
departments

+8%({7) The department shall use the following
procedure to validate sales information:

{a) Department f£ietd stalf who--have- no--asceess—to

appratasl--vaines--and who did not participate in___ the

determination of appraised values are required to manuatty
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review each the sales tramsaerton transactions evidenced by
a realty transfer certificate. The review must be conducted

to determine whether each sale used in the study was a

valid, arm's-length transaction. O©Only valid, arm's-length
sales may be used in the sales assessment ratio study.
(b} The-valid-satea-imformation-must-be-transmitted-te

the-departments-—-Fhe-department-3caff sutajsde-~the--property

assesament-diviston shati-enrer—-the-sates-infarmarion-sn-the

computer-asaisted-—appraisair--aysrem-—in-—arder--to-make-the
aates——asseasment--ratio--stodys The sales information
centatned--on ENTERE IN the computer-assisted appraisal

system is considered confidential, as provided in 15-7-3087

but. HOWEVER, THE DEPARTMENT SHALL ANNUALLY PUBLTISH A REPORT

CONTAINING THE RESULTS OF ALL SALES ASSESSMENT RAT1O STUDIES

DONE [N EACH OF THE AREAS DESCRIBED IN SUBSECTION (6). THE

REPORT CONTAINING the results of the study must be made

available to the public by request or by general disclosure.

{c) The department shall exclude Erom the sales
assessment ratio study any parcels in which the improvements
have been remodel'ed, reconstructed, or expanded or-that--are

whotiy--new-—-constructton-—-afrer between the time of the

assessment date-identified-in-subsection-¢53¢b¥ and the time

of the sales.
{d) The department shall exclude sales assessment

ratics of less than 50% or greater than 200%.
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t9%+(8) (a) The department shall have equalized

property values throughout the state and may not make

further adjustments to values under this secticn when the

foltowing-conditions-are-met-
tar the eoverati-sasessment assessments tevel for each
stratum within each area identified in subsectiin {§) are

rescaled rco - bring all ratios to common value 17 fs-within-an

tnrerval-of--pina--er--minus-—-19%--ef--the—-tegaz--tever--of
assessment;--given and an--adequate-aampie-sizme ia-ased-to

preduce WHEN TEE SAMPLE SIZE PRODUCES A stapndard error of

less than 5%;

th}--coefficienta--of—-dispersion--with-- respect-to-the
weighted-mean—-assesament-ratrio--for--reardential--properties
located——within--each--area-itdentifred-tm-aubaecccisn-t6t-are
equai-to-er-tess-than-20%;

(b} Under the method described in  subsect.zn  (8)(a)

taxable property in each area is considered revalued for

each_tax year, based on the results ¢f the sates 3.sessment

ratio study and the adjustments required by that study.

(C) ASSESSMENTS IN AN AREA ARE CONSIUERED EQUALIZED

UNDER SUBSECTION (8)(A) IF THE RATIO FOR THE AREA IS WITHIN

PLUS OR MINUS 5% OF COMMON VALUE 1.

teY--ecoetfictenta-—-of - -diapersien—with- -respect-to-the
wetqghted--mean---aasesament---ratito-——for---income-producing

properties-located-within-each-area-tdenrifred in aubzection

-12- HB 703
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t6t-are-equat-to-or-tess-than-28%57-and
tdy--coeffietenea--of--diapersion--with--reapest-to-the
weighted-mean-assessment--ratro--for--other--types--af--reat
property———and-—-improvements-——toecated --within--each--area
identified-in-subsection-{6)-are-egquat-re-or-tess-than—-20%+
tt8y-tat-When——-the—--overati--aasessment—~tevel-—pf-each
stratum-enceeda-18%-of-the-tegat--tever--of--aaseaament--and
uhen——the-—ceeéfieients——of——éispersion——with—respect—to—the
weitghted-mean-for-ecach-stratum-exceed--28%7--the-—-department
shati--make—~-percentage-adijustments-to-the-vatuations-of-axx
the-properties—in-a-specifie—area-—-atratums--Fhe~--percentage
adjustments--must-ereate—compiiance-vwith-subsection-+9+v-Fhe
percentage—adinsementa-must-aceoant-£fsr-unique-factoara--thate
affect-vatues-in-the-vartcus-areasc
tby--tnder--ehis--methad;-—ati-raxabte-property-rn-each
area-ta-constdered-revalned-for-each-tax-yeary-based-an--che
results--—of--the--antes--assessmenc——ratio-—study--and--any
percencage-adjustments-required-by-thar-arud. " .
Section 3. sSection 15-10-412, MCA, is amended to read:
"15-10-412. (Temporary) Froperty 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,
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part 1.

(2) The limitation o¢n the amount of taxes levied is
interpreted to mean that, except as otherwise provided in
this section, the actual tax liability for an irdividual
property is capped at the dollar amount due in each taxing
unit for the 1986 tax year. In tax years chnerea’-eor, the
property must be taxed in each taxing unit at tne 1336 cap
or the product of the taxable wvalue and milis levied,
whichever is less for each taxing unit.

(3} The limitation on the amount of taxez .evied does
not mean that no further increase may be fade ia the total
taxable valuation of a taxing unit as a resulr of:

(a) annexation of real praperty and improvem=nis  loto

a taxlng unit;

{by construction,

expansion, or remadeling of

improvements;

(¢) transfer of property into a taxing anit;

{d) subdivisicn of real preperty;

{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;

fg) transfer of property from tax-exsmpt O taxable

status; er

(n) revaluations caused by:

~14- HR 703



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

25

HBE 0703/03

{i) ecyelical reappraisal; or
{(ii) expansion, addition, replacement, or remodeling of

improvementss; or

ti) increases in property valuation pursuant to

15-7-111{4) through +t7% (8) in order to equalize property

values annually.

(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 of:

{a) construction, expansion, replacement, ar
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 production or the value
of production far property described in 15-6-131 ar
15-6-132;

(e} annexation of the individual property into a new
taxing unit; er

(£} conversion of the individual property from

tax-exempt to taxable status; or

{9) increases in properkty valuation pursuant to

15-7-111¢(4) through +7?} (8) in order tc equalize property

values annually.

(5} Property 1in classes four, twelve, and fourteen is
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valued according to the procedures used in 1986, including
the desigration of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1386, 1is vompleted
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, sr remcodeled
improvements;

{¢) annexed property; ©r

(d} property converted from tax-exewcpt ©O taxable
status.

(6} Property described in subsections (5)(a) through
(5)(d) that is not class four, class rtwelve, cr class
fourteen property is valued according to the procedures used
in 1986 but is also subject to the dollar can in each raxing
unit based on 1986 mills levied.

(7) The limitation on the amount of taxes, as
clarified in this section, is intended to lecve Lthe property
appraisai and valuation methodology ot the depariment of
revenue intact. Determinations of county classifications,
salaries of local government officers, and all other matters
in which total taxable valuation 1s 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 governmen' may an' icipate
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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 wvaluation decreases by 5% or more from the previous
tax year, 1f a taxing unit's taxable valuation decreases by
5% or wmore £from the previous tax year, it may lewvy
additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a
number calculated to equal the revenue from property taxes
for the 1986 tax year in that taxing unit.

(8) The 1limitation on the amount of taxes levied does
not apply to the following levy 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) e¢ity street maintenance districts;

{e) tax increment financing districts;

(£} satisfaction of Jjudgments against a taxing unit;

(g) electric company street lighting assessments; and

{h) revolving funds to support any categories
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specified in this subsection (8}).

{9) 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 foullowing a resclution
of the governing body of the taxing unit containing:

(a) a finding that there are insuftficient funds to
adequately cperate the taxing unit as a resulr of 15-10-401
and 15-10-402;

{b} an explanation of tnhne nature o»f the f-nancial
emergency;

(¢} an estimate of the amcunt of funding snortfall
expected by the taxing unit;

(d} a statement that applicable fund balances are or
by the end of the fiscal year will be depleted;

(e} a Einding that there are no alternartive sources of
revenue;

(£} a summary of the alternatives thar Lhe governing
body of the taxing unit has considered; and

(g} a stactement of the need for the increased revenue
and how it will be used.

{10) The lim:tation 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,
conflagraticn, or other public calamity. {Terminates

December 31, 1989--sec. 6, Ch, 654, L. 1987.)"
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NEW SECTION. Section 4. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of {this act] is extended to the provisions of

{this act].

NEW SECTION., SECTION 5. COORDINATION INSTRUCTION, IF

[THIS ACT] AND SENATE BILL NO. 65 ARE PASSED AND APPROVED,

THE _AMENDMENT TO 15-10-412(3)(I) IN SENATE BILL NO., 65 AND

THE LANGUAGE TIN THE AMENDMENT T0O SENATE BILL NO. 65

INSERTLIKNG 15-10-412(4) (A} (1T} THAT REABRS "OR A SALES

ASSESSMENT RATIO STUDY" ARE VOID,

NEW SECTION. Section 6. Effective - date -~
applicability. [This act] 1is effective on passage and
approval and applies to taxable years beginning after
December 31, 1989.

~End-
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