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BILL No. (X
INTRODUCED BY 200 P o
m

BY REQUEST OF THE DEPARTMENT OF REVENUE -

j)),&?.%t—

A BILL FOR AN ACT ENTITLED: " ACT REVISING THE METHOD OF

Gn.mot_

VALUING AGRICULTURAL LANDS 1IN CLASS THREE PROPERTY FOR
PROPERTY TAX PURPOSES; HOLDING CONSTANT THE STATEWIDE TOTAL
TAXABLE VALUE OF CLASS THREE PROPERTY BETWEEN REAPPFRAISAL
CYCLES; PHASING IN OVER TWO REAPPRAISAL CYCLES THE CHANGE IN
THE PRODUCTIVE CAPACITY VALUE OF AGRICULTURAL LANDS; TAXING
CLASS THREE PROPERTY AT THE RATE AFPPLICABLE TO CLASS FOUR
PROPERTY; ESTABLISHING AN ADVISORY COMMITTEE TO REVIEW WATER
COSTS IN DETERMINING THE PRODUCTIVE CAPACITY OF IRRIGATED
LANDS; AMENDING SECTIONS 15-6-133, 15-7-201, AND 15-8-111,
MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, AN

APPLICABILITY DATE, AND A TERMINATION DATE,"

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

Section 1. Section 15-6-133, MCA, is amended to read:

"15-6-133. Class three property —- description --
taxable percentage. (1) Class three property includes:

{(a) agricultural land as defined in 15-7-202;

{b) nonproductive patented mining c¢laims outside the
limits of an incorporated city or town held by an owner for

the ultimate purpose of developing the mineral interests on
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the property. For the purposes of this subsection (1)(b).
the following provisions apply:

(i) The claim may not include any property that is used
far residential purposes, recreational purposes as described
in 70-16-301, or commercial purposes as defined in 15-1-101
or any property the surface of which is being used for other
than mining purposes or has a separate and independent value
for such other purposes.

(ii) Improvements to the property that would not
disqualify the parcel are taxed as otherwise provided in
this title, including that portion of the land upon which
suech the improvements are located and that is reasonably
required for the use of the improvements.

{iii) Nonproductive patented mining claim property must
be valued as if the land were devoted to agricultural
grazing use.

(2) Class three property is taxed at the taxable
percentage rate "PY-ef-its-productive-capacity applicable to

class four property., as provided in 15-6-134(2j(a}.

t3y-—-Uncti-Juiy-2;-19867-the-taxable-percentage-rata—Upu
for-ciass-three-property-is-36%<

t4y--Prier--ee--Juiy--1;-13865;-the-department-of-revende
shaii—deternine—thevtaxab}e—percentage—rate-—“P“——appiicubie
ta—-ciass—three—property—éor—the—reva}uation—cycie—beginning

danvary-t;-31906;-as-foliowas

N INTR%%CL‘S%BILL



11
12

13

14

15
16
17
18
19
20
21
22
23
24
25

LC 0460/01

tay--Fhe-director-of-the--deparenent--of-——revenue--shati
certify--to-the-governor-before-duiy-t7-19867-the-percentage
by-which-the-appraised-vaiue-of-atl-property——in--the--state
citassified--under--ciass--three-—-pa--of-dannary-7-39867-has
increased-due-to-the-revaiuation-condacted--under——-315-7-3113+
Phis--—figqure---is-—-the-—-“certified--statewide--perecentage
inereasels
tby--FThe-taxabie-vatue-of-property--in--ctass--three--ta
determined-—-as———a--function--of-—the--certified--atatewide
percentage-inerease-—tn—-accordance--with-—the--tabie—--shown
betows
tey-—-Phis-cabie-timits-che-scatewide~inerease-rn-taxabie
valnation—-resulting--£from-reappraisat-to-8%--Iin-calceiating
the-perecentage-increasey;—the--department--may--not--consider
agricutturalt-use-changes-during-catendar-year-1985<
td}-—-Fhe---taxable--perccatage—-muse——be--catentated-—by
interpotation-te-coincide-—with--the--—nearest--wholte--—number
certified--statewide—-percentage-inerease-from—the-foitowing
tables
Certified-Bratewide €iass-Phree-Faxabie

Percentage-increase Perecentage-2ps

-8 30-08
EL:) 2327
29 25v68
36 23568
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L 1) Ztv43
58 2889
$53—-After-guiy-1;-1386+sno-adjustment-may--be--made--by
the--department—-to-—the-taxabte-pereentage-rate-LPl-uyntitr-a
revatuation-has-been-made-as-provided-+n-15-7-211:"

Section 2. section 15-7-201, MCA, is amended to read:

®15-7-201. (Temporary -- applicable to 1986 land
valuation schedules) Legislative intent -—- value of
agricultural property. (1) Sinee Because the market value of
many agricultural properties is based upon speculative
purchases whieh that do not reflect the productive
capability of agricultural land, it 1is the legislative
intent that bona fide agricultural properties shai: be
classified and assessed at a value that is exclusive of
values attributed to wurban influences or speculative
purposes.

(2) Agricultural land shati must be classified
according to its use, which classifications ashett include
but are not be limited to irrigated use, nonirrigated use,
and grazing use. Within each class, land shaii must be
assessed at a value that is fairly based on its ability to
produce, taking into consideration the classification system
in existence on January 1, 1986, providedry-—howevers that the
department may consclidate tillable irrigated land classes.

with relation to irrigated land, water costs shal must be

-4 -
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taken into consideration, except at no time may the
resulting value of irrigated land be reduced below the value
such that cthe land would have if it were not irrigated.

(3) Capital costs, such as improved water distribution,
ferctilizer, and land shaping that increase productivity,
shait may not be used in determining assessed values.

15-7-201. ({Applicable to %993 1994 and later land

valuation schedules) Legislative intent - value of
agricultural property. (1} Since Because the market value of
many agricultural properties is based upon speculative
purchases whieh that do not reflect the productive
capability of agricultural land, it is the legislative
intent that bona fide agricultural properties sheaii be
classified and assessed at a value that is exclusive of
values attributed to urban influences or speculative
purposes.

{2) Agricultural land sha*t must  be classified
according to its wuse, which classifications shait include
but are not be limited to irrigated use, nonirrigated use,
and grazing use.

{3) Within each class, land shaii--be-assessed-at-a
vatue-that-is-fairty-based-on-its-preductive--capacikty must

be subclassified by production categories. Production

categories are determined from the productive capacity of

the land hased on yield.
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(4)y In computing the agricultural 1land valuation
schedules to take effect on the-date--that--the--revalnatian
cycte--commencing--dJanuary-27;-19867-takes-effect-pursnant-to

$5-F-%%t January 1, 1994, and, thereafter, on the effective

date when each revaluation cycle takes effect pursuant to
15-7-111, the department of revenue shall determine the
productive capacity value of all agricultural lands using
the formula V = I/R where:

(a) V is the per-acre productive capacity value of
agricultural land in each land use and production category;

{b) I is the per-acre net income of agricultural land
in each land use and production category and is to be
de;ermined by-the-department-using-the-formuta-¥-=—{F---£3-4
wheres

tiy--i-is—the-per-acre-net-insomes

tri}-P--isa--the--per-unit--price--of-the-commedity-being
produced

titi}-E-is-the-per-unit-production-cose-of-the-commodity
being-preduced;-and

ttv}-B-is-the-yietd-itn-units-per--acre as provided in
subsection (5); and

(c} R is the capitalization rate to-be-determined-by

the-department-as-provided-in-subsection-t9) and is equal to

6.4%. This capitalization rate must remain in effect until

new agricultural land valuation schedules are computed as

_6_
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regquired by law.

t5%-——-Net—arncome-shati-bes

tay--catculated-for-each-year-of-a-base-periodr—which-ia
the-most-recent-3-year-period-for-which-data-are-~avatiabies
prior-—-to-a-revatuation-of-propercy-as-provided-in-15-7-111;
and

tby-—based-asn-commedity-price-and-production--coat--data
for-—the--base-period-from-such-sources-as-may-be-considered
appropriate-by-the-departmenty-which-sources--shalti-—ineiude
Montana-state-universitys

(5) (a) Net income must be determined separately in

each land use based on production categories.

{b) Net income must be based on commodity price data,

grazing fees, crop share arrangements, and production cost

data for the base period. Commodity price data, grazing

fees, and production cost data for the base period must he

obtained from the Montana Agricultural Statistics and from

the Montana crop and livestock reporting service.

(c¢) The base crop for valuation of irrigated land is

alfalfa, and the base crop for_valuation of nonirrigated

land is wheat. The base unit for valuation of grazing lands

is the average grazing fee for a 1,000-pound animal.

(d) The base period used to determine net income must

be the most recent 7 years for which data is available prior

to the date the revaluation cycle ends. Commedity price

_7_
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data, grazing fees, and production cost data referred to in

subsection (5)(b) wust be averaged for the 7-year period,

but the average must exciude the Jlowest and highest

commodity prices or grazing fees and the lowest and highest

preduction costs in the period.

t6y--Fo--the--deqree--avaiiabier—-the--deparement--shati
compiies

tay--commodity-price-data-refiecting-the-average--prices
received---per-—nnit-—of--measure-—by——Montena——farmers——and
ranchersa:-Such-daca-—may-be-ohtained--from—-ati--geosgraphicai
areas--of--the--stater-~Eommodity--prices-may-ineiude-wheaes
bariey;-aifaifa-hay;-grass-hay;-corn--fer--grainy--corn—--for
:iiage7~sugar—beets;-dry-beans7-petatoe97—catb1eT—nnd-sheepr
Government---payments--may--be-—considered-—-Pypical--rentai
arrangements-may-be-considereds

tby--production-cost-data-refliecting-average--costs--per
unit--of--measure-paid-by-Montana-farmers-and-ranchers: -5uch
data-may-be-obtained-from--ait-~gecgraphteai--areas—-sf——the
stater--Such--productian-cests-may-incivde-costa-relating-to
trrigationy-fertilizationy-fuesi;-seed;-weed--controt;——hired
1ab097--management7-—insnraneE7-repairs—and—maintenancev-and
miscelianecus-items-Variations-in-specific-production-—cost
datar-—when—-atfected-by-different-iteveis-of-production;-and
typicui-rentai-urrengements—may—be—conaideredr

{6) The department shall compile data and develop

_8_
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valuation manuals adopted by rule to implement the valuation

method established by subsections {4) and (5).

(7) The department shall appoint an adviscry committee
of persons knowledgeable in agriculture and agricultural
economics to compile and review the data prepared-by-Montana
seate-—university-—and——advise-—-the---department-———on-——the
impiementation-—of--subsections—~t2)-through-{6% required by

subsections (4) and (5). The advisory committee shall

include one member of the Montana state university, college

of agriculture, staff. The advisory committee shall

recommend agricultural land wvaluation schedules to the

department .

t8y——Nee-income—-shati-be-determined-separately-for-tands
in-trrigated-user-nonirrigated--user--and--grazing—-use--and
shati—-be--cateculated--for--each--nse—-and--production-level
according-to-the-provisions-of-subseecions—-t4r-through-t73+

$9y-—-FPhe-capitaliration-rate--shati--be--catcutated--for
each--year--of--the--base--period--and-is-the-annuai-average
interest-rate-on--agrieviturai--tcans--as--reported--by--the
federal--tand--bank-association-of-Spokane;-Washingtony-pius
the-effective~-tax-rate—in-Montanas

118y -Fhe-effective-tax-rate-ashati-be-carentated--by-—the
department--for-each-year-of-the-base-perted-by-dividing-the
totat-estimated-tax-dune-on-agricuiturat-tand-in-the-seace-by

the-totat-productive-capacity-vaiue-sf-agricutturat-iand--in

_9..
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the-state:"”

NEW SECTION. Section 3. pPhasein of agricultural land
values. The increase or decrease in productive capacity
values of agricultural land determined in 15-7-201 must be
phased in over two reappraisal cycles, as follows:

(1) PFor the revaluation cycle beginning January 1,
1994, and ending December 31, 1996, the assessed value of
agricultural land in each land use and production category
must increase or decrease by 50% of the difference between
the productive capacity value of agricultural land
determined in 15-7-201 for 1994 land valuation schedules and
the assessed value of agricultural land as of December 31,
1993.

(2) Beginning January 1, 1997, the assessed value of
agricultural land in each land use and production category
must be 100% of the productive capacity value of

agricultural land determined in 15-7-201.

NEW SECTION. Section 4. Advisory committee -— review
of water costs. The department of revenue shall appoint an
advisory committee knowledgeable in irrigated agricultural
operations to review water costs associated with irrigated
lands and to recommend to the department how water costs
should be considered for determining the irrigated 1land
valuation schedules that take effect January 1, 1997. The

committee shall present its recommendations to the

_lo_
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department by January 1, 1995.

Section 5. section 15-8-111, MCA, is amended to read:

“15-8-111. Assessment —-— market wvalue standard —
exceptions., (1) All taxable property must be assessed at
100% of its market value except as otherwise provided.

(2) (a) Market value 1is the value at which property
would change hands between a willing buyer and a willing
seller, neither being under any compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

(b) If the department uses construction cost as cone
approximation of market value, the department shall fully
consider reduction in value caused by depreciation, whether
through physical depreciation, functional obsolescence, or
economic obsolescence.

{c) Except as provided in subsection (3), the market
value of all motor trucks; agricultural tcocls, implements,
and machinery; and vehicles of all kinds, including but not
limited to boats and all watercraft, is the average
wholesale value shown in national appraisal guides and
manuals or the value of the vehicle before reconditioning
and profit margin. The department of revenue shall prepare
valuation schedules showing the average wholesale value when
no naticnal appraisal guide exists.

{3) The department of revenue or its agents may not

adopt a lower or different standard of value from market

-11_
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value in making the offjicial assessment and appraisal of. the
value of property., except:

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

(b} for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the official gquide; and

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

(4) For purposes of taxation, assessed value is the
same as appraised value.

{5) The taxable value for all property is the
percentage of market or assessed value established for each
class of property.

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

la) Properties in 15-6-131, under class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503 or, if
applicable, as provided in 15-23-515 or 15-23-516.

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

assessed at 100% of the annual gross proceeds.

-12-



10
11
12
i3
14
15
16
17
i8
19
20

21

22

23

24

25

LC 0460/01

(c) Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands, as

provided in_ [section 3}, when valuyed for agricultural

purposes. All lands that meet the qualifications of 15-7-202
are valued as agricultural lands for tax purposes.

{d) Beginning January 1, 1990, and ending December 31,
1993, properties in 15-6-143, under class ten, are assessed
at 100% of the combined appraised value of the standing
timber and grazing producﬁivity of the land when wvalued as
timberland.

(e) Beginning January 1, 1594, properties in 15-6-143,
under class ten, are assessed at 100% of the forest
productivity value of the land when valued as forest land.

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

fa) ownership of the improvements is different from
ownership of the land;:

{b} the taxpayer makes a written request; or

{cy the land is cutside an incorporated city or town.
(Subsection (6)(d) terminates January 1, 1994--sec. 19, Ch.

783, L. 1991.)"

NEW SECTION. Section 6. cCodification instruction.
[Sections 3 and 4] are intended to be codified as an
integral. part of Title 15, chapter 7, part 2, and the

provisions of Title 15, chapter 7, part 2, apply to

_13_
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[sections 3 and 4).

NEW SECTION. Section 7. Severability. If a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are

severable from the invalid applications.

NEW SECTION. Section 8. Termination.

[Section 4}
terminates January 1, 1997.
NEW SECTION. Section 9. Effective date -—

applicability. [This act] is effective on passage and

approval and applies to tax years beginning on or after

January 1, 1994.

-End-

-14-



STATE OF MONTANA - FISCAL NCTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB0168 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:
An act revising the method of valuing agricultural lands in class three property for property tax purposes; holding constant

the statewide total taxable value of class three property between reappraisal cycles; phasing in over two reappraisal cycles
the change in the productive capacity value of agricultural lands; taxing class three property at the rate applicable to
class four property; establishing an advisory committee to review water costs in determining the preoductive capacity of
irrigated lands; and providing an immediate effective date, an applicability date, and a termination date.

ASSUMPTIONS:

As a point of reference, this fiscal note measures the impact of this proposal by comparing current valuations (tax year
1992) with estimated valuations under the proposal. This reference point is consistent with HJR2, which assumed the
agricultural land tax rate would be reduced to a revenue neutral level in face of the revaluation. The revenue neutrality
assumption in HJR2 reduces FY95 incame to the school foundation program by about $34.5 million, to the university levy by
$2.2 million and to local govermments (including school districts) by $67.2 million relative to current law.

1. Current tcoctal assessged value of class three property {(agricultural land) is $470,016,133. The current tax rate for
class three property is 30%. The current total taxable value is $141,004,840.

2. Estimated taxes paid by class three property (fiscal year 93) ieg $40,469,228 (based on average state, county, and school
mill levies for tax year 1992).

1. All estimates of the impact of this proposal are based on land schedule parameters and changes to land schedule formulas
as recommended by the Agricultural Land Advisory Committee appointed by Governor Stephens (15-7-201(7),MCA). 1In
summary, the recommendations incorporated into this fiscal note are:

a) The assessed value of agricultural land is determined by capitalizing the rental value of the land.

b) Rental value is determined as 1/4 cropshare on all cropland.

¢) Prices and grazing fees are based on a seven-year Olympic historical average.

d} Water costs due to energy and labor are deducted from the rental value prior to determining assessed value on
irrigated land.

e) The water cost categories are modified to account for higher costs. (The estimates in this fiscal note are based on
a water cost of $12.50. It is not expected for these estimates to differ much from the eventual valuations.)

f) The capitalization rate is 6.4 %.

g) The taxable rate is reduced from 30% to 3.86%.

h) The valuation change due to the proposal is phased in, with S0% of the incremental change (from current values)
occurring on Jan. 1, 1994, and the remaining 50% of the incremental value occurring on Jan.l, 1997.

(Centinued)

DML . ,) [ 27.93 s 0y A I //79/?5

DAVID LEWIS, BUDGET DIRECTOR DATE TOM BECK, PRIMARY SPONSOR DATE ¢
Office of Budget and Program Planning Fiscal Note for SBO16 as introduced

SR )8




Fiscal Note Request_SB0168, as introduced
Form BD-15 page 2
{continued)

ASSUMPTIONS {continued) :

q. Based on assumption 3 and current statewide ag land distribution, the total assessed value under the proposal for Jan.

1, 1994 is estimated to be $3,673,903,367. The total taxable value under the proposal for Jan. 1, 1994 is estimated to
be $141,812,670.

5. Estimated taxes paid by class three property under the proposal for fiscal year 95 is $40,647,207 (based on average
state, county, and school mill levies for tax year 1992} .
6. Based on assumption 3 and current statewide ag land distribution, the total assessed value under the proposal for Jan.

1, 1997 is estimated to be $3,694,831,606. The total taxable value under the proposal for Jan. 1, 1997 is estimated to
be $142,620,500.

7. Estimated taxes paid by class three property under the proposal for fiscal year 97 is 540,825,185 (based on average
state, county, and school mill levies for tax year 1992).
8. If new agricultural land schedules are calculated under existing law (15-7-201, MCA}, the result will be an increase in

the taxable value of class three by 258% over current law producing increased property tax revenues of $103.9 million.
This increase would be effective Jan. 1, 1993,

FISCAL TMPACT:

Revenues:

The impact of the proposal begins with the phase in values replacing current values Jan. 1, 1994 {fiscal year 95 property tax
revenues) .

Statewide

The proposal results in little change to statewide taxable value of class three property and estimated taxes paid by
class three property.

Taxable Value Shift Between Counties (Tables 1 and 2)

RAlthough the proposal is statewide revenue neutral, there is shifting of taxable valuation between counties. The
impacts range from a maximum increase in class three taxable valuation of 20.7% (Deer Lodge County) to a maximum
decrease in classg three taxable valuation of -12.2% {Chouteau County). The maximum increase in county total taxable
value is 4.0% for Garfield County and the maximum decreage in county total taxable value is -6.2% for Chouteau County.

Likewise, the estimated property taxes paid by class three property range from a maximum increase of 20.7% (Deer Lodge
County) to a maximum decreasge of -12.2% (Chouteau County). The maximum increase in county total estimated taxes paid by
all property is 4.0% for Garfield County and the maximum decrease is -6.2% for Chouteau County.

Taxable Value Shift Between Aq Land Types (Table 3)
The proposal also shifts taxable between agricultural land types. Irrigated, grazing, and continuously cropped

agricultural land will increase in taxable value per acre. Non-irrigated summer fallow and non-irrigated continuously
cropped agricultural land will decrease in taxable value per acre.

sB 16§



Fiscal Note Request, SB0168.as introduced

Form BD-15 page 3
(continued)

Expenditures:

Implementation of this proposal would require additional total administrative expenses of $266,400 as detailed below:

Property Valuation

FTE

Personal Services
Operating Expenses
Equipment
Debt Service

Total

General Fund

FY '94

Current Law Proposed Law Difference
398.66 408.16 9.50

$ 11,885,655 $ 12,113,340 $ 227,685
2,180,406 2,214,153 33,747
222,278 0 0
269,800 0 _ 0

$ 14,558,139 $ 14,819,571 $ 261,432
$ 14,558,139 $ 14,819,571 $ 261,432

FY 95

Current Law Proposed Law Difference
3%88.66 398 .6 0

$ 11,913,545 $ 11,913,545 $ 0
2,182,108 2,197,077 4,968
205,648 0 ]
269,800 0 0

$ 14,581,102 $ 14,586,070 $ 4,968
$ 14,581,102 $ 14,586,070 $ 4,968
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TABLE 1 | _
Change in Taxable Value ——— PHASE IN
Current vs. Proposal (SB 168)
| Impact to Class 3 Taxable Value Impact to Total Taxabie Value
{ Current Propaosed Percent Current Proposed Percent

County 1 Taxable Value Taxable Valus  Change Taxable Value Taxable Value  Change
Beaverhead $2,330,217 $2,708,231 16.2% - $15922,182 $16,300,196 2.4% |
Big Horn $3,441,632 3,541,764 2.9% j 26,681,354 26,781,486 0.4%
Blaine $3,889,266 4,057,871 4.3% 13,892,940 14,061,545 1.2%
Broadwater $1,027 449 1,089,951 6.1% 14,226,141 14,288,643 0.4% |
Carbon ) $2,154,795 2,237,255 38% 17,903,295 17985755  0.5% |
Carter $1,714 560 1,883,117 9.8% 7,357,469 7,526,026 23% |
Cascade $4,937,046 4,733,926 -4.1% 95,846,935 95,643,815  -0.2% ‘
Chouteau $12,785,972 11,223,575 -12.2% 25,358,497 23,796,100 -6.2%
Custer | $2,126,631 2,355,802 10.8% 14,584,111 14,813,282 16% |
Daniels ! $2,373,771 2,408,021 1.4% 6,294,803 6329053 _ 05% |
Dawson $3,040.230 3,204,413 5.4% 18,257,665 18,421,848 09%
Deer Lodge “ $231,178 278,995 20.7% | 8,769,899 8,817,716 0.5% !
Fallon ‘ $1,285,985 1,387,081 7.9% 10,278,478 10,379,574 1.0%
Fergus $6,002,715 5,819,662 -3.0% | 21,943,967 21760914  -08% |
Flathead | $1517,960 1603835  57% | | 103,059,904 _ 103,145779 0G.1% |
Gallatin ! 782,783,397 2,806,076 0.8% 80,995,369 81,018,048 0.0% |
Gartiald \ $2,800,632 3,018,492 7.8% 5,393,469 5611,329 4.0%

1 Glacier ; $3,265,126 3,005,304 -8.0% 19,630,260 19,370,438  -1.3%

il Golden Valley $1,122,288 1,168,022 4.1% 5,153,869 5,199,603 0.9%

tl Granite | $506,173 565,194 11.7% 7655867  7,714888  0.8% i

(0 Hin j $6.830,214 6,682,351 -2.2% 29,941,411 29,793,548  -0.5% ‘ :

(.| Jefferson : $549 496 614,878 11.9% 23,342,749 23,408,131 0.3%

4 Judith Basin ‘ $3.177.281 3,106,967 -2.2% | 8,952,652 8,882,338  -08% |

| Lake $1,267,532 1,525,249 20.3% 31,437,674 31,695,391 0.8% |
Lewis And Clark__ $1568,243 1626794  3.7% * 69,016,382 69,074,933 0.1% |
Liberty i $3,662,622 3,535,716 ~3.5% 9,568,354 9,441,448  ~13% |
Lincoln ! $112,666 130,535 15.9% | 27,564,167 27,582,036 0.1% r ]
Madison $2,081,935 2,201,745 5.8% f 20,791,628 20,911,438 0.6%
McCone : $3,452,851 3,508,512 16% 7,801,726 7,857,387 0.7%
Meagher | $1,382720 1,481,667 7.2% 8,154,786 8253733  12% |
Mineral ‘ $63,507 69,516 9.5% 8,080,300 8,086,309 01% &
Missoula } $457,022 507,354 11.0% 126,303,291 126,353,623 00% | |
Musselshall $1,528 630 1,575,752 31% 6,878,626 6,925,748 07% |
Park $1.469,303 1,469,834 0.0% 24,316,869 24,317,400 00% | ¢
Petroleum , $834,373 899,119 78% | | 1904786 1,969,582  34% . |
Phillips ‘ $3,577.845 3,670,136 26% 20,295,327 20,387,618  0.5% :
Pondera $4,946,152 4,603,312 -6.9% 14,988,037 14,645,197  -23% l ;
Powder River $1,793,774 1,893,608 5.6% J 6,368,160 6,467,994 16% ¢
Powell $793,096 941,168 18.7% 12,458,281 12,606,353 1.2% !
Prairie . $1,119949 1,228517 97% . 4,358,142 4466710  25% |
Ravalli ‘ $1,074,381 1,164,928 8.4% 32,043,712 32,134,259 03% |

| Richland ‘ $3,465,230 3,697,048 6.7% 21,745,758 21,977,576 1.1% ‘

il Roosevelt j $3,789,980 3,752,481 -1.0% 24,801,194 24,763705  —0.2% |

i.i Rosebud $2,834,829 3,044,785 7.4% 182,854,693 183,064,649 0.1%
Sanders . $356,135 411,109 15.4% 24,882,163 24937,137  0.2% |
Sharidan T $3539,815 3,521,735 ~-0.5% ‘ 12,018,054 11,999,974  -0.2% |
Silver Bow ! $193,162 213,722 10.6% 50,333,573 50,354,133 0.0% J
Stillwater | $2,414,761 2,396,851 -0.7% 19,753,669 19,735759  -0.1%
Sweet Grass ! $1,335,250 1,387,870 3.9% 8,288,052 8,340,672 0.6% |
Teton J . $5194637 4,989,285  -4.0% | 15,427,359 15,222,007 -1.3%
Toole , $5,107,754 4,809,669 -58% : 17,683,716 17385631  —1.7% |
Treasure | $754,598 868,702 151% : 4,983,890 5,097,994 23% |
Valley | $4,797.035 4,843,682 1.0% ; 25,737,184 25,783,831 02%
Wheatland ; $1,319,804 1,387,115 51% | 7,780,858 7,848,169 058% °
Wibaux : $1,132,251 1,148,056 1.4% 4,073,266 4,089,071 0.4% |
Yellowstone , $3,688,984 3,806,317 32% 198,486,026 198,603,359 0.1% |
Statewide  $141,004,840 $141,812,670 0.6% 1,632,622,989 $1,633,430,819  0.05% |

T
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TABLE 2 _
Change in Estimated Taxes Paid * ——— PHASE IN
Current vs. Proposal (SB 168)

flmpact to Class 3 Est. Taxes Paid ‘Impact to Est.Total Taxes Paid |

[ Current  Proposed  Percent . Current Proposed Percent |
County Mills | Est Taxes Est Taxes Change Est. Taxes Est. Taxes  Change
Beaverhead 31899| $743319  $863901  16.2% $5079.035  $5,199,618 2.4%
Big Hom 21129 727,199 748,357 29% 5,637,634 5,658,792 0.4%
Blaine 26580 1033762 1,078,577 4.3% 3,692,726 3,737,541 1.2%
Broadwater 23901 245570 260,508 6.1% 3,400,181 3415,119 0.4%
Carbon 30371 654443 679,487 3.8% 5437496 5462540  05% |
Cater 27903 478,411 525,443 "98% 2,052,944 2, 099 976  23%
Cascade 36525 1803254 1729065 —-4.1% 35,008,059 34933869 -0.2%
Chouteau 31564| 4035703 3542555 —12.2% 8,004,034 7510,887 —6.2%
Custer 392.76 835,263 925273  10.8% 5,728,105 5,818,115 16%
Daniels 36259, 860,716 873135 14% 2282461 2294880 05%
Dawson '35263| 1072082 1129978  54% 6,438,234 6,496,130 0.9%
Deer Lodge 449.42 103,897 125386  20.7% 3,941,393 3,962,883 05%
Fallon 177.81 228,657 246 632 7.9% 1,827,582 1,845 557 1.0%
Fergus 331841 1991,948 1931203 -3.0% 7,281,912 7221167  -0.8%
Flathead 35408 537,480 567,887 57% 36,491,498 36,521,904 0.1%
Gallatin TATe57| 886,696 893,920 08% | 25802374 25,809,599 0.0%
Garfield 277.41 776,912 837,348 7.8% 1,496,181 1,556,616 40% |
Glacier 24197 790,050 727,181 —8.0% 4,749,856 4686988 —13%
Golden Valley — 248.60 278,998 290,368 41% 1,281,240 1,292 609 0.9%
Granite ~ ~ 299.79 151,748 169442  117% 2,295,187 2,312,881 0.8%
Hilf 27317 1,865,800 1,825,408 -22% 8,179,053 8,138,661 -0.5%
Jefferson 273.20 150,122 167985  11.9% 6,377,245 6,395,108 0.3%
Judith Basin 289.16 918,728 898397 -22% 2,588,709 2568377 -0.8%
Lake 288.39( 365544 439867  20.3% 9,066,317 9,140,640 0.8%
Lewis And Clark 34913 547,517 567,958  37% 24095509  24,115951 0.1%
Liberty 28908 1,058777 1022092 -35% 2,765,985 2729299 —13%
Lincoin 28250 31,828 36875 159% 7,786,759 7,791,807 0.1%
Madison 244 95 509,968 539,316 5.8% 5,092,891 5,122,239 0.6%
McCone 31336, 1,081,991 1,099,433 1.6% 2,444 762 2,462,204 0.7%
Meagher 24217| 334849 358810 72% | | 1974818 1998779 1.2%
Minaral 347 .86 22092 24 182 9.5% 2,810,850 2 812 940 0.1%
Missoula 380.49 173,890 193,041  11.0% 48,056,636 48,075,787 0.0%
Musselshell 228 85 349 823 360,606 31% 1,574,154 1,584,937 0.7%
Park 27259 400,520 400,664 0.0% 6,628,575 6628719 0.0%
Patroleum 304 .96 254,450 274,195 7.8% 580,884 600,628 3.4%
Phillips 21433 766831 T 786,612 2.6% | 4349850 4360630  05% |
Pondera 30110 1,489,265 1,386,037 -6.9% 4512833 4,409,606 -2.3%
Powder River 32314 579,635 611 ,895 56% 2,057,789 2,090.049 1.6%
Powall 326.35 258,827 307,150  18.7% 4,065 760 4,114,083 1.2%
Prairie 26996 302341 331,650 97% | | 1,176,524 1205833  25%
Ravalli 301,16 . 323562 350,831 8.4% 9:650,397 677,59 0.3%
Richland 23333 | 808 552 862,643 6.7% 5,074,002 5,128,093 1.1%
Roosevelt 239.00 905,801 896,842 -1.0% 5,927,461 5918501 —02%
Rosebud 13724 389,043 417,857 7.4% 25,094,404  25123,218 0.1%
Sanders 26114 93000 107,356 15.4% 6497648 6512003  0.2% |
Sheridan 23297 824679 820467 -05% 2789875 2795663 =0.2%
Silver Bow 41860 80,857 89,464  10.6% 21,069,593 21,078,205 0.0%
Stillwater 259.77 627,291 622,638 -0.7% 5,131,479 5,126.826 -0.1%
SweetGrass 30055 401309 417,124 3.9% 2,490,970 2,506,785 0.6%
Teton 31078 1614364 1550546  ~4.0% 4,794,439 4730621  -1.3%
Toole 24144 1233240 1,161,069  —5.8% 4,269,639 4,197,668 -17%
Treasure 26757 201,908 232 439 15.1% 1,333,539 1,364,070 2.3%
Valley 31946 1532441 1547343 1.0% 8,221,895 8,236,796 0.2%
Wheatland 285.10 | 376,277 395,467 5.1% 2,218,326 2,237,517 0.9%
Wibaux 202401 229,168 232,367 1.4% 824,429 827,628 0.4%
Yellowstone 30600 1,128830 1,164,734 3.2% 60,736,784 60,772,687 0.1%
Statewide 340,469,228 $40,647 206 0.4% $480,248.847 $480,426 826 0.04%

* NOTE. Estimated taxes ara calculated using average state, county and school mill levies.



TABLE 3

Change in Taxable Value Per Acre ——— PHASE IN
Current to Proposal (SB 168)
____ Taxable Value Per Acre
: T Percent
.Land Type .. Acres | Current  Proposed Change
trrigated 1,466,922 $9.17 $11.28 23.0%
Grazing 35,659,230 $1.06 $1.11 5.0%
Continousi
| Cropped Hay 1,059,580 $5.22 $7.08 35.7%
‘Non Irrigated ’
' Summer Fallow 12,162,308 $6.83 $6.33 -7.4%
: Non lrrigated
 Continously Cropped 69,947 $16.67 $16.41 -16%
|
| Statewide = 50,417,997 $2.80 $2.81 0.6%
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STATE OF MONTAMNA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB0O168 , secend reading.

DESCRIPTION QF PROPOSED LEGISLATION:

An act generally revising the taxation of agricultural land; revising the method of valuing agricultural lands in class
three property for property tax purposes; providing for the determination of net income from agricultural land; holding
constant the statewide total taxable value of class three property between reappraisal cycles; phasing in the change in the
taxable value of agricultural lands; taxing class three property at the rate applicable to class four property; establishing
an advisory committee to review all relevant costs, including water costs, in determining the productive capacity of
irrigated lands; eliminating class eleven farmstead property by combining it with class four property; and providing an
immediate effective date, an applicability date, and a termination date.

ASSUMPTIONS:

As a point of reference, this fiscal note measures the impact of this proposal by comparing current valuations {tax year
1992) with estimated valuations under the proposal.

1. Current total assessed value of class three property (agricultural land) is $470,016,133. The current tax rate for
class three property is 30%. The current total taxable value is $141,004,840.

2. Estimated taxes paid by class three property (FY93) is $40,469,228 (based on average state, county, and schocl mill
levies for tax year 1932) .

3. All estimates of the impact of this proposal are based on land schedule parameters and changes to land schedule formulas
as recommended by the Agricultural Land Advisory Committee appointed by Governor Stephens (15-7-201(7), MCA). 1In
summary, the recommendations incorporated inte this fiscal note are:

a) The assessed value of agricultural land is determined by capitalizing the rental value of the land.

b) Rental value is determined as 1/4 cropshare on all cropland.

c) Prices and grazing fees are based on a seven-year Qlympic historical average.

d) Water costs due to energy and labor are deducted from the rental value pricr to determining assessed value on
irrigated land.

e} The water cost categories are modified to account for higher costs. (The estimates in this fiscal note are based on

a water cost of $12.50. It is not expected for these estimates to differ much from the eventual valuations.)
f}) The capitalization rate is 6.4 %.

g) The taxable rate is reduced from 30% to 3.86%.
h) The taxable wvaluaticon change due t¢ the proposal is phased in over four years beginning Jan. 1, 1594.
4. Based on assumption 3 and current statewide ag land distribution, the total assessed value under the proposal for Jan.

1, 1994 is estimated to be $3,663,439,249. The total taxable value under the proposal for Jan. 1, 1994 is estimated to
be $141,408,755.

{Continued //7 (:25’1;7 7
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DAVID LEWIS, BUDGET DIRECTOR DATE TOM BECK, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for SB01€8, second reading
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+ Fiscal Note Request, ) 8 cond readin
Form BD-15 page 2
(continued)

ASSUMPTIONS (continued) :

5.

6.

Estimated taxes paid by class three property under the proposal for FY9% isg $40,558,217 (based on average state, county,
and school mill levies for tax year 1992) .

If new agricultural land schedules are calculated under existing law (15-7-201, MCA), the result will be an increase in
the taxable value of class three by 258% over current law. This increase would be effective Jan. 1, 1993.

Tax year 1992 taxable value of class eleven property (farmsteads) is $60,258,864. Reclassifying this property as class
four results in a taxable rate increase from 3.088% to 3.B86%. This increases the total taxable value of this property
to $75,323,580.

Average mill levies for class eleven property are 6.00 mills for universities, 95.00 mills for the school foundation
program, 78.62 mille for counties, and 116.71 millse for local schools.

FISCAL IMPACT:

Revenues:
The impact of the proposal begins with the phase in taxable values replacing current taxable values Jan. 1, 1954 (FY95
property tax revenues).

Impact Due to Agricultural Land Reappraisal (First Year 25% Phase in):

Statewide
The proposal results in little change to statewide taxable value of class three property and estimated taxes paid by
class three property.

Aq Land Taxable Value Shift Between Counties (Tables 1 and 2)

Although the proposal is statewide revenue neutral with respect to ag land, there is shifting of ag land taxable
valuation between counties. The impacts range from a maximum increase in class three taxable valuation of 10.3% (Deer
Lodge County) to a maximum decrease in class three taxable valuation of -6.1¥% (Chouteau County).

Likewise, the estimated property taxes paid by class three property range from a maximum increase of 10.3% {Deer Lodge
County) to a maximum decrease of -6.1% (Chouteau County).

Taxable Value Shift Between Aq lLand Types (Table 3)

The proposal also shifts taxable between agricultural land types. Irrigated, grazing, and continucusly cropped hay land
will increase in taxable value per acre. Non-irrigated summer falliow and non-irrigated continuously cropped
agricultural land will decrease in taxable value per acre.

Impact Due to Combining Class Eleven Farmstead Property with Class Four Property:
The proposal results in a total increase in property tax revenue of $4,463,000 in FY95 and subsequent fiscal y=ars. The
results are summarized in the tables below:

sB Jf-4



Fiscal Note Request, SB0168, second reading

Form BD-15 page 3
{continued)

FISCAL IMPACT: (Continued)

Increase to State Funds:

Universities {02)
School Foundation (02)
Total

Increase to Local Governments:

Counties
Local Schools
Total

Expenditures:

Implementation of this proposal would require additional total administrative expenses of $266,400 as detailed below:

Property Valuation

FTE
Personal Services
Operating Expenses
Equipment
Debt Service

Total

General Fund Impact

FY94 FY35
$ 0 $ 90,000
0 1,431,000
$ 0 § 1,521,000
FY94 FY95
3 0 $ 1,184,000
0 1,758,000
$ 0 $ 2,942,000

FY '94 FY '95
Current Law Proposed Law Difference Current Law Proposed Law Difference
398.66 408.16¢ 9.50 398.66 398.6 v
$ 11,885,655 $ 12,113,340 $ 227,685 $ 11,813,545 $ 11,913,545 s 0
2,180,406 2,214,153 33,747 2,192,109 2,197,077 4,968
222,278 o} 0 205,648 0 0
263,800 o} 0 269,800 0 Q
$ 14,558,139 $ 14,819,571 $ 261,432 $ 14,581,102 $ 14,586,070 $ 4,968
$ 14,558,139 $ 14,819,571 $ 261,432 $ 14,581,102 $ 14,586,070 S 4,968



TABLE 1 ]
Change in Taxable Value ——— 1st YEAR PHASE IN (25%)
Current vs. Proposal (SB 168, 2nd reading)
Impact to County Total Ag Land Taxable Value |
Proposed Percent
County Current (25% Phase in) Change
Beaverhead $2,330,217 $2,519,224 8.1%
Big Hom $3,441,632 $3,491,6938 1.5%
Blaine $3,889,266 $3,973,569 2.2%
Broadwater $1,027,449 $1,058,700 3.0%
Carbon $2,154,795 $2,196,025 1.9%
Carter $1,714,560 $1,798,838 4.9%
Cascade $4,937,046 $4,835,486 -2.1%
Chouteau $12,785,972 $12,004,774 —6.1%
Custer $2,126,631 $2,241,216 5.4%
Daniels o $2,373,771 $2,390,896 0.7%
Dawson $3,040,230 $3,122,321 2.7%
Deer Lodge $231,178 $255,086 10.3%
Fallon $1,285,985 $1,336,533 39%
Fergus $6,002,715 $5,911,188 —-1.5%
Flathead $1,517,960 $1,560,898 2.8%
Gallatin $2,783,397 $2,794,736 0.4%
Garfield $2,800,632 $2,909,562 3.9%
Glacier $3,265,126 $3,135,215 -4 0%
Goalden Vailey $1,122,288 $1,145,155 2.0%
Granite $506,173 $535,684 5.8%
Hill $6,830,214 $6,756,282 -1.1%
Jefferson $549,496 $582,187 59%
Judith Basin $3,177,281 $3,142,124 -11%
Lake $1,267,532 $1,396,390 10.2%
Lewis And Clark $1,568,243 $1,597,519 1.9%
Liberty $3,662,622 $3,599,169 -1.7%
Lincoln $112,666 $121,600 7.9%
Madisan $2,081,935 $2,141,840 2.9%
McCone $3,452,851 $3,480,682 0.8%
Meagher $1,382,720 $1,432,193 3.6%
Mineral $63,507 $66,511 4.7%
Missoula $457,022 $482,188 5.5%
Musselshell $1,528,630 $1,552,191 1.5%
Park $1,469,303 $1,469,568 0.0%
Petroleum . $834373 2 $866,746 3.9%
Phillips $3,577,845 $3,623,990 1.3%
Pondera $4,946,152 $4,774,732 —3.5%
Powder River $1,793,774 $1,843,691 2.8%
Powell $793,096 $867,132 9.3%
Prairie ___$1,119949 $1,174,.233 4.8%
Ravalli $1,074,381 $1,119,655 4.2%
Richland $3,465,230 $3,581,139 3.3%
Roosevelt $3,788,980 $3,771,235 -0.5%
Rosebud $2,834,829 $2,939,807 3.7%
Sanders $356,135 $383,622 7.7%
Sheridan $3,639,815 $3,530,775 -0.3%
Silver Bow $193,162 $203,442 53%
Stillwater $2,414,761 $2,405,806 -0.4%
Sweet Grass $1,335,250 $1,361,560 2.0%
Teton 85194637 85001961
Toole $5,107,754 $4,958,712 B
Treasure $754,508 $811,650
Valley $4,797,035 $4,820,358
Wheatland $1,319,804 $1,353,460
Wibaux $1,132,251 $1,140,154
Yellowstone $3,688,984 $3,747 650
Statewide $141,004,840 $141,408,755
e T T




TABLE 2
—— 5 - -
Change in Estimated Taxes Paid ——-— 1st YEAR PHASE IN (25%)
Current vs. Proposal (SB 168, 2nd reading)
Impact to County Ag Land Estimated Taxes Paid j
Proposed Percent
County Current (25% Phase in) Change
Beaverhead $743,319 $803,610 8.1%
Big Horn 727,199 $737778 1.5%
Blaine 1,033,762 $1,056,169 2.2%
Broadwater 245570 $253,039 3.0%
Carbon 654,443 $666,965 1.9%
Carter 478,411 $501,927 4.9%
Cascade 1,803,254 $1,766,160 -2.1%
Chouteau 4,035,703 $3,789,129 -6.1%
Custer 835,263 $880,268 5.4%
Danisls 860,716 $866,926 0.7%
Dawson 1,072,082 $1,101,030 2.7%
Deer Lodge 103,897 $114,642 10.3%
Fallon 228,657 $237 644 3.9%
Fergus 1,991,948 $1,961576 -1.5%
Flathead 537,480 $552,683 2.8%
Gallatin 886,696 $690,308 0.4%
Garfield 776,912 $807,130 3.9%
Glacier 790,050 $758,615 -4.0%
Golden Valley 278,998 $284,683 2.0%
Granite 151,748 $160,595 5.8%
Hill 1,865,800 $1,845,604 -1.1%
Jefferson 150,122 $159,054 5.9%
Judith Basin 918,728 $908,563 -1.1%
Lake 365,544 $402,705 10.2%
Lewis And Clark 547 517 $557,737 1.9%
Liberty 1,058,777 $1,040,435 -1.7%
Lincoin 31,828 $34,352 7.9%
Madison 509,968 $524 642 2.9%
McCons 1,081,991 $1,090,712 0.8%
Meaghar 334,849 $346,830 3.6%
Mineral 22,092 $23,137 4.7%
Missoula 173,890 $183,466 5.5%
Musselshelt 349,823 $355,214 1.5%
Park 400,520 $400,592 0.0%
Petroleum 254,450 $264 323 3.9%
Phillips 766,831 $776,721 1.3%
4 Pondera 1,489,265 $1,437,651 -3.5%
i Powder River 579,635 $595,765 2.8%
' Powell 258,827 $282 988 9.3%
Praire 302,341 $316996 = 4.8%
Ravalii 323,562 $337,197 4.2%
Richland 808,552 $835,598 3.3%
Roosevelt 905,801 $901,322 -0.5%
Rosebud 389,043 $403,45C 3.7%
Sanders 93,000 $100,178 7.7%
Sheridan 824,679 $822 573 -0.3%
Silver Bow 80,857 $85,161 5.3%
Stillwatsr 627,291 $624,965 -0.4%
Sweaet Grass 401,309 $409,216 2.0%
Teton 1,614,364 $1,582,455 -2.0%
Toole 1,233,240 $1,197,255 -2.9%
Treasure 201,908 $217,173 7.6%
Valley 1,532,441 $1,539,892 0.5%
Wheatland 376,277 $385,872 2.6%
Wibaux 229,168 $230,767 0.7%
Yeollowstone 1,128,830 $1,146,782 1.6%
Statewide $40,469,228 $40,558,217 0.2%




“TABLE3 |

Change in Taxable Value Per Acre

Land Type = Acres

——— 15t YEAR PHASE IN (25%) |

| Cumrent  (25% Phase in) _ Change

Current to Proposal (SB 168 2nd Reading)

__Taxable Value Per Acre |

Proposed Percent

Irrigated 1,466,922 $9.17 $10.22 11.5%

Grazing 35,659,230 $1.06 $1.08 2.5%

Continousl

Cropped Hay 1,059,590 $5.22 $6.15 17.8%

Non Irrigated

Summer Fallow 12,162,308 $6.83 $6.58 -3.7%

Non Irrigated

Continously Cropped 69,947 $16.67 $16.54 —0.8%
Statewide 50,417,997 $2.80 $2.80 0.3%
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APPROVED BY COMMITTEE
ON TAXATION

SENATE BILL NO. 168
INTRODUCED BY BECK, M, HANSON, GRINDE, KELLER,
GRADY, HIBBARD, DEBRUYCKER, HARP,
CRIPPEN, MESAROS, LYNCH

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE

TAXATION OF AGRICULTURAL LAND; REVISING THE METHOD OF

VALUING AGRICULTURAL ©LARDS IN CLASS THREE PROPERTY FOR

PROPERTY TAX PURPOSES; PROVIDING FOR THE DETERMINATION OF

NET INCOME FROM AGRICULTURAL LAND; HOLDING CONSTANT THE

STATEWIDE TOTAL TAXABLE VALUE OF CLASS THREE PROPERTY
BETWEEN REAPPRAISAL CYCLES; PHASING IN OVER-PWO--REAPPRAISAB
€¥gpBS THE CHANGE IN THE PRODUETIVE-CAPACEP¥ TAXABLE VALUE
OF AGRICULTURAL LANDS; TAXING CLASS THREE PROPERTY AT THE
RATE APPLICABLE TO CLASS FOUR PROPERTY; ESTABLISHING AN

ADVISORY COMMITTEE TO REVIEW ALL RELEVANT COSTS, INCLUDING

WATER COSTS, 1IN DETERMINING THE PRODUCTIVE CAPACITY OF

IRRIGATED LANDS; ELIMINATING CLASS ELEVEN FARMSTEAD PROPERTY

RY COMBINING IT WITH CLASS FOUR PROPERTY; AMENDING SECTIONS

7-13-2527, 15-6-133, 15-6-134, 15-7-201, ANRP--15-8-11}s

15-10-402, AND 15-10-412, MCA; REPEALING SECTION 15-6-144,

MCA; AND PROVIDING AN IMMEDIATE EPFECTIVE DATE, AN

APPLICABILITY DATE, AND A TERMINATION DATE."
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SB 0168/02

WHEREAS, THE MONTANA LEGISLATURE ADOPTED A PLAN IN 1976

FOR CYCLICAL REAPPRAISAL OF NONAGRICULTURAL LAND; AND

WHEREAS, NONAGRICULTURAL LAND HAS BEEN THROUGH THREE

REAPPRAISAL CYCLES SINCE 1972, WITH THE VALUES OF THE THIRD

CYCLE BECOMING EFFECTIVE JANUARY 1, 1993; AND

WHEREAS, AGRICULTURAL LAND HAS NOT BEEN REAPPRAISED

SINCE 1963 AND THE MONTANA LEGISLATURE HAS DETERMINED THAT

REAFPPRAISAL OF AGRICULTURAL LAND IS NECESSARY FOR THE

OVERALL IMPROVEMENT OF MONTANA'S PROPERTY TAX SYSTEM; AND

WHEREAS, THE MONTANA LEGISLATURE HAS TRADITIONALLY KEPT

THE TOTAL TAXABLE VALUE OF AN ENTIRE CLASS OF PROPERTY

RELATIVELY CONSTANT BETWEEN REAPPRAISAL CYCLES BY ADJUSTING

TAX RATES; AND

WHEREAS, THE MONTANA LEGISLATURE DESIRES TO KEEP_ _THE

TOTAL TAXABLE VALUE OF AGRICULTURAL LAND CONSTANT DESPITE

REAFPRAISAL; AND

WHEREAS, THE_ NEW METHOD OF DETERMINING FRODUCTIVE

CAPACITY OF VARIOUS SUBCLASSES OF AGRICULTURAL LAND RESULTS

IN SIGNIFICANT INCREASES OR DECREASES IN INDIVIDUAL

REAPPRAISED VALUES; AND

WHEREAS, THE MONTANA LEGISLATURE FINDS THAT 1T 1S

EQUITABLE _AND DESIRABLE FOR THE TAX SYSTEM AS A WHOLE THAT

THE INCREASES AND DECREASES IN TAXABLE VALUE OF AGRICULTURAL

LAND BE PHASED IN OVER THE APPRAISAL CYCLE; AND

WHEREAS, THE MONTANA LEGISLATURE CONSIDERS IT

-2- SB 168
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8B 0168/02

APPROPRIATE TO PROVIDE FOR THE REAPPRAISAL OF AGRTICULTURAL

LAND AND TO PROVIDE FOR A PHASEIN OF THE CHANGES IN TAXABLE

VALUES OVER THE REAPPRAISAL CYCLE.

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

Section 1. section 15-6-133, MCA, is amended to read:

"15-6-133. Claas three property -—- description --
taxable percentage. (1) Class three property includes:

{a) agricultural land as defined in 15-7-202;

{b) nonproductive patented mining claims outside the
limits of an incorporated city or town held by an owner for
the ultimate purpcose of developing the mineral interests on
the property. For the purposes of this subsection (1)(b},
the following provisions apply:

{i) The claim may not include any property that is used
for residential purposes, recreational purposes as described
in 70-16~301, or commercial purposes as defined in 15-1-101
or any property the surface of which is being used for other
than mining purposes or has a separate and independent value
for suweh other purposes.

{(ii) Improvements to the property that would not
disgualify the parcel are taxed as otherwise provided in
this title, including that portion of the land upon which
sdekh the improvements are located and that is reasonably

required for the use of the improvements.

-3- SB 168
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{iii) Nonproductive patented mining claim property must
be valued as if the land were devoted to agricultural
grazing use.

(2) Class three property is taxed at the taxable
percentage rate YP"-of-ita-productive-capacity applicable to

class four property, as provided in 15-6-134(2)(a]).

£33--Unetiti-duiy-17-19867-the-caxabie-percentage-rate~2p2s
for-ctams-three-property-is-38%s
t4}3—-Prior——-to--duly--17;-19867—the-department-of-revenue
shaii-determine—the-taxablie-percentage-rate——2pi-—appiicabile
to-——ecians-three-properey-for-the-revaluation-eyele-beginning
dJansary-iy-1986y-as-£foitowsr
tay--¢he-director-of—-the--department-—of--revenne--shati
certify-—to-the—-governer-before-duty-ty-13667-the-pereentage
by-which-the-appraised-vaine-of-ati-property--in--the--atate
citassified--under--ciass—-three--as-~of-danuary-iy;-19867-has
increased-due—to-the-revaiunation-conducted--nnder—-15-7-313<
Phis---figure-———in---the-—-lgertifind--astatewide--percentage
increasef:
thy--Fhe-taxabie-vaiue-cf-property--in--ctass--cthree——is
determined---as---a--function--of--the--certified—-statewide
percentage-increase--in--accordance——with-~the--tabie--shown
betows
tey—-Phis-tabie-timits-the-statewide-inerease-in-taxabte

valuatton--resniting——-from-reappraisat-to-04s-In-catcuiating

-4- SB 168
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the-percentage-increaser-che--department--may—-net--consider

agricuiturai-use-changes-during-catendar-year-1385+
tdy-—-Fhe-—-taxabie--percentage--must--be--catentated--by

interpolation-to-coineide--with-—the--nearesat—-whole-—number

certified-~statewrde—-percentage-increase-frem-the-fotiowing

tabiesr

€tass-Phtee-Faxabie

Bertifred-Statewide

Percentage-increase Pereentage—ipa

-0 36500
18 27727
20 25689
39 23-68
46 23<43
58 2079006

t53-=~Afeter—Julty-17-1986r-no-adjustment-may--be--made--by
the--departmant-~to—-the-taxabie-percentage-rate-2P%-untii-a
revatuatien-has-been-made-as-provided-in-15-7-%i:"

Section 2. section 15-7-201, MCA, is amended to read:

“15-7-201. (Temporary -—- applicable to 1986 land
valuation schedules) Legislative intent — value of
agricultural property. (1) Since Because the market value of
many agricultural propertiea is based upon speculative
purchases whien that dc not reflect the productive
capability of agricultural land, it is the legislative

intent that bona fide agricultural properties shai* be

—5- SB 168
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classified and assessed at a value that is exclusive of
values attributed te urban influences or speculative
purposes.

{2) Agricultural land shaii must be classified
according to its use, which classifications shati include
but are not be limited to irrigated use, nonirrigated use,
and grazing use. Within each class, land shaii must be
assessed at a value that is fairly based on its ability to
produce, taking into consideration the classification system
in existence on January 1, 1986, provideds-hewevery that the
department may consolidate tillable irrigated land classes.
With relation to irrigated land, water costs shati must be
taken into consideration, except at no time may the
resulting value of irrigated land be reduced below the value
such that the land would have if it were not irrigated.

(3) Capital costs, such as improved water distribution,
fertilizer, and land shaping that increase productivity,
shati may not be used in determining asseased values.

15-7-201. (Applicable to 3993 1994 and later land

valuation schedules) Legislative intent - value of
agricultural property. (1) Since Because the market value of
many agricultural properties is baaged upon speculative
purchases which that do not reflect the productive
capability of agricultural land, it is the legialative

intent that bona fide agricultural properties shaiti be

-6- SB 168
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classified and assessed at a value that is exclusive of
values attributed to urban influences or speculative
purposes.

(2) Agricultural land ahaii must be classified
according to its use, which classifications shaii include
but are not be limited to irrigated use, nonirrigated use,
and grazing use.

(3) Within each class, land shaii--be-assesased-at-na
value-that-is-fairiy-based-en-its-preductive--capaeity must

be subclassified by production categories. Production

categories are determined from the productive capacity of

the land based on yield.

(4) 1In computing the agricultural 1land valuation
schedules to take effect on the-date--that——the--revatuatien
eycte-——commencing-——Jannary-2;-19867-tekes-effect-pursuant-¢o

$5-7-33% January 1, 1994, and, thereafter, on the effective

date when each revaluation cycle takes effect pursuant to
15=7-111, the department of revenue shall determine the
productive capacity wvalue of all agricultural lands using
the formula V = I/R where:

(a) V is the per-acre productive capacity value of
agricultural land in each land use and production category;

{b) I 1is the per-acre net income of agricultural land
in each land use and production category and is to be

determined by-the-departaant-using-the-fermula-3I-o—{(P---g4-4

-7- SB 168
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wheres
+iy--2-ip-the-par-acre-nee-incomes
tt+)-P-—is—-ehe--per-nnit—-price-—of-the-commodity-being
produced:
titty-€-ta-the-per-unit-production-cost-of-the-commodity
being-producedsr-and
tivy-H-ta-the-yieid-in-units-per—-aere as provided in
subsection (5); and

{c) R is the capitalization rate te-be-determined-by

the-department-as-previded-in-subseetion-¢93 and is equal to

6.4%. This capitalization rate must remain in effect wuntil

new agqricultural land valuation schedules are computed as

required by law.

t9y--Net-income-ahaii-be=

ta)--catcuiated-for-each-year-af-a-base-pericdy-which-is
the-most-recent-3-year-period-for-which-data-are--avaitabiey
prier-—to-a-revaiuation-ocf-property-as-provided-in-35-7-111;
and

tbi--based-on-commedity-price-and-produceien--cose--data
for-—the--base-period-from—such-seurces-as-may-be-considered
appropriate-by-the-deparetmenty-which-sscurcea—-shati--inciude
Montana-state-universitys

{5) (a} Net income must be determined separately in

each land use based on production categories.

{b) Net income must be based on commodity price data,

-8~ SB 168
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gqrazing fees, crop share arrangements, and preduetien WATER

cost data for the base period.

{1) Commodity price datay BAND grazing feesy——-~and

production-—cost--data for the base period must be obtained

from the Montana Agricultural Statistics and from the

Montana crop and livestock reporting service.

(1I) CROP SHARE ARRANGEMENTS ARE BASED ON TEE RENTAL

VALUE OF THE LAND AND AVERAGE LANDOWNER COSTS.

(IIT) ALLOWABLE WATER COSTS CONSIST ONLY OF THE PER-ACRE

LABOR COSTS AND ENERGY COSTS OF IRRIGATION.

{(A) LABOR COSTS ARE ZERO FOR PIVOT SPRINKLER TRRIGATION

SYSTEMS; $4.50 AN ACRE FOR TOW LINES, SIDE ROLL, AND LATERAL

SPRINKLER IRRIGATION SYSTEMS; AND $9 AN ACRE FOR HAND-MOVED

AND FLOOD TIRRIGATIQN SYSTEMS.

(B) ENERGY COSTS MUST BE BASED ON PER-ACRE ENERGY COSTS

INCURRED IN 1992. BY JULY 1, 1993, AN OWNER OF IRRIGATED

LAND SHALL PROVIDE THE DEFARTMENT, ON A FORM PRESCRIBED BY

THE DEPARTMENT, WITH ENERGY COSTS INCURRED IN 1992. IN THE

EVENT THAT NO ENERGY COSTS WERE TINCURRED IN 1992, THE OWNER

OF IRRIGATED LAND SHALL PROVIDE THE DEPARTMENT WITH ENERGY

COSTS FROM THE MOST RECENT YEAR AVAILABLE, THE DEPARTMENT

SHALL ADJUST THE MOST RECENT YEAR'S ENERGY COSTS TO REPLECT

COSTS IN 1992.

{c} The base crop for valuation of irrigated land isg

alfalfa HAY, ADJUSTED TO 80% OF SALES PRICE, and the base

—g- SB 168
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crop for valuation of nonirrigated land is wheat. The base

unit for valuation of grazing lands is the average grazing

fee for a 1,000-pound animal.

(d) The base period used to determine net income must

be the most recent 7 years for which data is available prior

to the date the revaluation cycle ends. Commodity price

datay AND grazing feesy-and-preduckion-cost-data referred to

in subsgsection {(5){b) must be averaged for the 7-year period,

but the average must exclude the lowest and_ highest

commodity prices or grazing fees and-the-lowest-and-—highest

preduction—costs in the period.

t6y--Fe—-the--degree--avaiiabiey--the--department—-shaii
compiies:

ta}--commodity—-price-data-refiecting-the-average-prices
received—-per--unit--of--measure--by--Montana--farmers—-—and

rancherss--Sueh--data--may-be-obtained-from-ait-geographicat

" areas-of-the-scater--Eommodity--prices--may--inciude--wheatsy

barteyr--atfaifa--hayr--grass—-hayy-corn-for-grainr-corn—for
sitagey-sugar-beetsy-dey-beansy-potateesy-cattier-and-sheeps
Government--payments-—may--be-—-consideredrs--Pypicai---rentai
areangenents—naj-be—eenaédered:
tby--production--cost--data-refiecting-average-coasts-per
anit-of-measure-paid-by-Montana-farmers-and--rancheras--Such
data--may--be--obeained--from--aii-gesgraphicai-areas-of-the

state;—Sdach-production-costn-mey-inciude-costa--retacing--to

-10- 5B 1é&8
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irrigationy--fertilizationy——fueiy;-seedr-weed-controty-hired
itabotry-managementr—insurancer-repairs-and-—maintenancey——-and
mincelianeous--itemsr-Vartations-in-specific-production-cost
data7-when-affected-by-different-tevels-of--productiony-—-and
typicai-rentai-arrangements-may-be-considereds

(6} The department shall compile data and develop

valuation manuals adopted by rule to implement the valuation

method established by subsections {4) and (5).

{(7) The department GOVERNOR shall appoint an advisory
committee of persons knowledgeable in agriculture and
agricultural economics to compile and review the data
prepared---by---Montana--state--university--and--advise--the
department-on—the-impiementaticn-of-subsections-t2y-—-through

t6% requireé¢ by subsections (4) and (5}. The advisory

committee shall include one member of the Montana state

university, college of agriculture, staff. The adviscory

committee shall recommend agricultural land valuation

schedules to the department. WITH RESPECT TO IRRIGATED LAND,

THE VALUE QF IRRIGATED LAND MAY NOT BE BELOW THE VALUE THAT

THE LAND WOULD HAVE IF IT WERE NOT IRRIGATED.

t+8y——Net-income-nhali-be-determined-separately-for—iands
in-irrigated-usey-nonirrigated--user--and--grazing--use--and
shati--be--catcutated--for--ench--use--and--production-ievel
mceording-to-the-provisions-of-subsections-t4+-through-{3}+

t93--Phe-capitatitatieon-rate--shaii--be--caicutated-—-for

-1l1l- SB 168
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each--year--af--the——base--period--and-is-the-annuai-average
itnterest-rate-on--agriculturai--iocans--as--reported--by--the
federai—-tand--bank-assccitation-of-Spokaner-Washingtony-pius
the-effective~tax-rate-in-Montanac

t10y-Phe—effective-tax-rate-shaii-be-caicuiated--by--the
department--for-each-year-of-the-base-peried-by-dividing-the
totai—esti-ated—tax-dug-on-agféeuieurai—iand—in—ehe—aeaee-by
the-totat-preductive-capacity-vaiue-of-agrieuteerat-iand--in
the-satate:"

NEW-SBEPION: - Seeton-3--Phasein--eof--agricuicurai-tand——
vaiues:-The-increase--or--decrease——in--preductive--capacity
vaiues--of--agricuiturai-iand-decermined-in-i5-7-201-munt-be
phased-in-over-two-reappraisai-cyciesr-as-foiiowss

ti}--Por-the--revatuation--cycte--beginning--danvary-—i7y
19947 --and--ending--Becember-3t7-19967-the-assessed-value-of
agricuiturai-iand-in-each-iand-use-and--production--category
must--increase--or-decrease-by-58%-of-the-difference-between
the--productive-—-capacity-—-vaine--—cf---agricuiturat---iend
determined-in-15-7-286i-for-1994-1tand-vaiuation-scheduies-and
the--assensed--vatue-of-agricuiturai-iand-as-of-Pecember-3i;
3993~

t2y--Beginning-danvary-17-19977-the--assessed--vaine--of
agriesiturai-—iand--in-each-tand-use-and-production-category
aust—-be--166%--cf--the---produceive——-capacity---vaine---of

agricuiturai-iand-determined-in-15-3-26%+
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NEW-SECPION---Section4-—Advisery--commiceee--——-review——

of-water-coseas-Fhe-department-of-revenue-shati--appoine--an
advisery—-committee--knowtedgeabie-in-irrigated-agrieviturai
eperatisns-to-review-water-costs-assoctrated--with--irrigaced
tands--and--te--recommend--to-the-department-how-water-costs
shenid-be-constdered--for--determining--the--irrigated——tand
vatuation--schedutes--that--take-efface-January-1r-1997:-Phe
committee—-shaii--present-—--ita---recommendatrons———eo---the

department-by-danvary-y-1995+

Section-5-—Section-15-8-1117-MEA7-is-amended-to-reads--
435-8-titv-—Assesament--—-—-—-- market--vatue--standard-—--
exceptionsz-{iy-Ali-taxable-property-—must—-be--asseased--at
1004-of-tta-market-value-except-as-otheerwise-provideds
+2y-—-tay-Markee--vaiue-—is--the—-vaiue-at-which-property
wonid-change-handas-between-a-witting--boyer-—and--a--wiiiing
setiery-nerther-being-under-any-eompuision-to-buy-er—to-seti
and-both-having-reasonabie-knowiedge-cf-retevant-factas
tb¥--1f--the--department--uses--construction-cont-as-one
approximation-eof-parket-valuey-the--department--shaii--fuiiy
conatder--reduction-in-value-cansed-by-depreciationy-whether
threugh-physicat-depreciaciony-£functionat--obsoleacencey—-or
economic-obsoteacences
te}--Breept--as--previded--in-subnsectian-t3iyy-the-market
value-of-ati-motor-truckas-agricutturai-—-tooltay-—-inpiementsy

and--machinery;-and-vehicias-of-ati-kindsry-incinding-but-net
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limited—-to~-boata--and--aii--watererafty——-is--the---average
wvhalesais--vaiune--shewn--in--nationai--appraisai--guides-and
manuais-or-the-vatiue-af-che—-vehiele--before--reconditioning
and--profit--margin--Fhe-department-cf-revenue-shaii-prepare
vaination-schedutes-showing-the-average-whotesate-vaiune-when
ro-nationat-appratsai-guide-existas
fSj‘hfhe—departnent~o§-revenne—ot-—its--agents——nay--net
adopt--a--tower—-or--different-standard-of-value-from-market
value-in-making-the-officiai-ansessment-and-appraisai-ef-che
value-of-propertys-excepts
+ajy--the-whotesate-vaine-for-agricutturat-impiementa-and
machinery-is—the-ioan-vatue-as-shewn-in-the-officital--Guidey
Practor--and--FParm-Equipmenty-pubitshed-by-the-nationat—-farm
and--power-—equipment--deaters---assoeiationy;-—-St---boutsr
Missenri;
th}--for---agricutiturat--impiements--and--machinery--not
tisted-in-the-offictai-guider-the-department-shati-prepare-a
suppieneatai—-nanuni--wheze—-the--vniues——éefieet--ehe—-aane
depreciatien-as-those-found-in-the-officiat-guider-and
tey-—as-otherwise-authorized-in-Fitie-15-and-Pible-61+
t4)--Por-purposes-of-taxationy—-assessed--vatue--ins--the
same-as-appraised-vatues
t5y-~Fhe---taxabie---vatue---for——ail--property--is-——che
percentage-of-market-or-assessed-vaiue-estabiished-for—-each

ciass-of-property:
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t63--Fhe-—-assensed--vatue--of ——prepereies——in--15-6-13%
through-15-6-133-in-as-foliows:
tay--Properties-—in--15-6-1337--under--ciass--oney-—--are
assessed-—-at-100%-of-the-annuai-net-proceeds-after-deduecting
the-expenaes-specified--and--attowed--by--15-23-583--orr-—%if
appiicabier-as-provided-itn-15-23-515-ar-15-23-516<
tby--Properties—--in--15-6-1327--under—-class——-twos-—-are
asaessed-at-188y-of-the-annuai-gross-proceedss
te}--Propertres—in--15-6-1337--under--ectass—-three;——are
assessed-at-18084-of-the-preductive-capacity-of-the-iandsz-as

provided--in--{section-—3}y when--vained-—for--agricuiturai

pn{poses7-hil—lnnd:-that-meet—the-quniifications—ef—i5—?#262
are-valued-as-agricutturai-rands-fer-tax-purposess
tdy--Baginning--danuary-17-19967-and-ending-bDecember-3iy
3993,;-properties—in-15-6-t437-under-ciamz-tenr-are--ansessed
at--1884--of--the--combined--appraised-vatue-of-the-standing
timber-and-grazing-productivity-of-the-tand-when--vaiued--as
timberiands
tey--Beginning-~dannary-i17-1994;-propertien-in-15-6-143y
under--ciass——teny--are--asseased--at--1864--of--the—~forest
produceivity-vaine-of-the-iand-when-vatued-as-forest—iends
+?¥y--band-and-the-improvements--thereon--are--separatety
assessed-when-any-of-the-foliowing-conditiens-osceunrs
tay——ownership--of--the--improvements--is-different-£from

swnersnip-of-che-tand;
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¢tbi--the-taxpayer-nakes—-g-written—requese;-or
ted—-the-land-is-sutside—an-incorporated-city--or--townrs
tSubseetian—-{63¢4)-terminates-Jannary—-1;-199%4--sec--19y-€Eh~

3837-hr-1993- 418

NEW SECTION. SECTION 3. PHASEIN OF THE TAXABLE VALUE

QF AGRICULTURAL LAND. THE INCREASE OR DECREASE IN TAXABLE

VALUE OF AGRICULTURAL LAND RESULTING FROM THE CEANGE IN THE

METHOD OF DETERMINING FRODUCTIVE CAPACITY VALUE UNDER

15-7-201 MUST BE PHASED IN BEGINNING JANUARY 1, 1994, AS

FOLLOWS ;

{1) FOR_ THE YEAR BEGINNING JANUARY 1, 1994, AND ENDING

DECEMBER 31, 1994, THE TAXABLE VALUE OF AGRICULTURAL LAND IN

EACH LAND USE AND PRODUCTION CATEGCRY MUST INCREASE OR

DECREASE FROM THE DECEMBER 131, 1993, VALUE BY 25% OF THE

DIFFERENCE BETWEEN THE PRODUCT OF THE PRODUCTIVE CAPACITY

VALUE OF AGRICULTURAL LAND FOR 1994 DETERMINED UNDER

15-7-201 TIMES THE CLASS THREE TAX RATE AND THE TAXABLE

VALUE OF AGRICULTURAL LAND AS OF DECEMBER 31, 1993.

{2) FOR THE YEAR BEGINNING JANUARY 1, 1995, AND ENDING

DECEMBER 31, 1995, THE TAXABLE VALUE OF AGRICULTURAL LAND IN

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR

DECREASE FROM THE DECEMBER 31, 1993, VALUE BY S0% OF THE

DIFFERENCE BETWEEN THE PRODUCT OF THE PRODUCTIVE CAPACITY

VALUE OF AGRICULTURAL LAND FOR 1994 DETERMINED UNDER

15-7-201 TIMES TBE CLASS THREE TAX RATE AND THE TAXABLE
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VALUE OF AGRICULTURAL LAND AS OF DECEMBER 31, 19913.

(3) FOR THE YEAR BEGINMING JANUARY 1, 1996, AND ENDING

DECEMBER 31, 1996, THE TAXABLE VALUE OF AGRICULTURAL LAND IN

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR

DECREASE FROM THE DECEMBER 31, 1993, VALUE BY 75% QF THE

DIFFERENCE BETWEEN THE PRODUCT OF THE PRODUCTIVE CAPACITY

VALUE OF AGRICULTURAL LAND FCR 1994 DETERMINED UNDER

15-7-201 TIMES THE CLASS THREE TAX RATE AND THE TAXABLE

VALUE OF AGRICULTURAL LAND AS OF DECEMBER 31, 1993,

(4) BEGINNING JANUARY 1, 1997, THE TAXABLE VALUE OF
AGRICULTURAL LAND IN EACH LAND USE AND PRODUCTION CATEGORY

IS EQUAL TO 100% OF THE PRODUCTIVE CAPACITY VALUE OF

AGRICULTURAL LAND DETERMINED UNDER 15-7-201 TIMES THE CLASS

THREE TAX RATE.

NEW SECTION. SECTION 4. ADVISORY COMMITTEE —- REVIEW

OF WATER COSTS AND CROP SHARE ARRANGEMENTS. (1) THE GOVERNOR

SHALL APPOINT AN ADVISORY COMMITTEE TO REVIEW WATER COSTS,

CROP _SHARE ARRANGEMENTS, AND OTHER ISSUES INVOLVING THE

ASSESSMENT AND VALUATION QF AGRICULTURAL LAND. THE

MEMBERSHIF OF THE COMMITTEE MUST INCLUDE:

{A) ONE MEMBER REPRESENTING URBAN INTERESTS;

(B} TWO MEMBERS REPRESENTING WATER USERS, ONE OF WHOM

MUST BE AN INDIVIDUAL WATER USER AND ONE OF WHOM MUST BE A

REPRESENTATIVE OF AN ORGANIZED IRRIGATION DISTRICT;

{C}) ONE MEMBER REPRESENTING GRAZING INTERESTS;
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(D) ONE MEMBER REPRESENTING NONIRRIGATED CROPLAND

INTERESTS;

(E} ONE MEMBER REPRESENTING MULTIPLE-USE FARMERS AND

RANCHERS;

(F) ONE MEMBER REPRESENTING FINANCIAL INSTITUTIONS;

(G) TWO MEMBERS OF THE LEGISLATURE, NOT OF THE SAME

POLITICAL PARTY, ONE OF WHOM MUST BE A MEMBER OF THE SENATE

AND ONE OF WHOM MUST BE A MEMBER OF THE HOUSE OF

REPRESENTATIVES; AND

(H) ONE MEMBER REPRESENTING LOCAL GOVERMMENT.

(2) THE COMMITTEE SHALL REVIEW WATER COSTS AND CROP

SHARE ARRANGEMENTS ASSOCIATED WITH IRRIGATED LANDS AND

RECOMMEND TO THE DEPARTMENT OF REVENUE BY JULY 1, 1994, HOW

WATER COSTS AND CROP SHARE ARRANGEMENTS SHOULD BE CONSIDERED

FOR THE VALUATION OF IRRIGATED LAND. THE COMMITTEE MAY

RECOMMEND THE ADJUSTMENT IN THE VALUATION OF OTHER

AGRICULTURAL LAND CLASSES IN ORDER TO PREVENT A REDUCTION IN

THE LEVEL OF STATEWIDE TAXABLE VALUATION OF AGRICULTURAL

LAND.

SECTION 5. sSECTION 7-13-2527, MCA, IS AMENDED TO READ:

“7-13-2527. List of property owners. (1) A copy of the
order creating the district shati must be delivered to the
county assessor of each county within the district.

(2) The assessor shall, on or before August 1 of any

gtven each year, prepare and certify a list of all persons
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owning class four er-citass-eieven property within sueh the
district and deliver a copy of such the list to the board of

trustees of amid the district."

SECTION 6. SECTION 15-6-134, MCA, IS AMENDED TO READ:

"15-6-134. Class four property -- description --
taxable percentage. (1) Class four property includes:

{ay all 1land except that specifically included in
another class;

{b) all improvements, including trailers or mobile
homes used as a residence, except those specifically
included in another class;

(cy the first $80,000 or less cof the market value of
any improvement on real property, including trailers or
mobile homes, and appurtenant‘ land not exceeding 5 acres
owned or under contract for deed and actually occupied for
at least 10 months a year as the primary residential
dwelling of any person whose total income from all sources,
including net business income or loss and otherwise
tax—-exempt income of all types but not including social
security income paid directly to a nursing home, is not more
than $10,000 for a single person or $12,000 for a married
couple or a head of household, as adjusted according to
subsection (2)}(b)(ii);

(d) all golf courses, inciuding land and improvements

actually and necessarily used for that purpose, that consist
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of at least 9 holes and not less than 3,000 lineal yards=;

{e) all improvements on land that is eligible Ffor

valuation, assessment, and taxation as agricultural land

under 15-7-202(2), including 1 acre of real property beneath

the agricultural improvements. The 1 acre must be valued at

market value.

(2) Class four property is taxed as follows:

(a) Except as provided in 15-24-1402 or 15-24-1501,
property described in subsections {l)(a), end -(1l)(b), and
(l){e} is taxed at 3.86% of its market value.

{b} (i) Property described in subsection (1)(c}) is
taxed at 3.86% of its market value multiplied by a
percentage figure based on income and determined from the

following table:

Income Income Percentage
Single Person Married Couple Multiplier
Head of Household

S 0 - % 1,000 s 0 -8 1,200 0%
1,001 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,200 S0%
6,001 - 7,000 7,201 - 8,400 60%
-20- SB 168
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7,001 - 8,000 B,401 - 9,600 70%
B,001 - 9,000 9,601 - 10,800 80%
9,001 - 10,000 10,801 - 12,000 50%

{ii) The income levels contained in the table in
subsection (2)(b)(i) must be adjusted for inflation annually
by the department of revenue. The adjustment to the income
levels is determined by:

(A) multiplying the appropriate dollar amount from the
table in subsection (2){b){i) by the ratio of the PCE for
the second gquarter of the year prior to the year of
application to the PCE for the second quarter of 1986; and

{B) rounding the product thus obtained to the nearest
whole dollar amount.

{iii) “PCE* meane the implicit price deflator for
personal consumption expenditures as published guarterly in
the Survey of Current Business by the bureau of economic
analysis of the U.S., department of commerce.

{(c) Property described in subsection {1)(d) is taxed at
one-half the taxable percentage rate established in
subsection {(2)(a).

{(3) After July 1, 1986, no adjustment may be made by
the department to the taxable percentage rate for class four
property until a revaluation has been made as provided in
15-7-111.

[4) Within the meaning of comparable property as
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defined in 15-1-101, property assessed as commercial
property is comparable only to other property assessed as
commercial property, and property assessed as other than
commercial property is comparable only to other property

assessed as other than commercial property.”

SECTION 7. SECTION 15-10-402, MCA, 1S AMENDED TO READ:

“15-10-402. Property tax limited to 1986 levels. (1)
Except as provided in subsections (2) and (3), the amount of
taxes levied on property described in 15-6-133, 15-6-134,
and 15-6-1367--and--15-6—-344¢ may not, for any taxing
jurisdiction, exceed the amount levied for taxable year
1986.

{2) The limitation contained in subsection (1) does not
apply to levies for rural improvement districts, Title 7,
chapter 12, part 21; special improvement districts, Title 7,
chapter 12, part 41; elementary and high school districts,
Title 20; juvenile detention programs authorized under
7-6-502; or bonded indebtedness,

{3) New construction or improvements to or deletions
from property described in subsection (1) are subject to
taxation at 1986 levels.

(4) As used in this secticon, the ™amount of taxes
levied® and the "amount levied" mean the actual dollar
amount of taxes imposed on an individual piece of property,

notwithstanding an increase or decrease in value due to
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inflation, reappraisal, adjustments in the percentage
multipiier used to convert appraised value to taxable value,
changes in the number of wills levied, or increase or

decrease in the value of a milli."

SECTION 8. SECTION 15-10-412, MCA, IS AMENDED TO READ:

"15-10-412. Property tax limited to 1986 levels -—-
clarification -- extension to all property classes. Sectian
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 1limitation on the amount of taxes levied is
interpreted to mean that, except as otherwise provided in
this section, 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
properfy must be taxed in each taxing unit at the 1986 cap
or the product of the taiable value and mills levied,
whichever is less for each taxing unit, except in a taxing
unit that levied a tax in tax years 1983 through 1985 but
did not levy a tax in 1986, in which case the actual tax
liability for an individual property is capped at the dollar
amount due in that taxing unit for the 1985 tax year.

{(3) The limitation on the amount of taxes levied does

not mean-thet-ne prohibit a further increase may-be-made in
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the total taxable valuation of a taxing unit as a regult of:

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

{b) construction, expansian, or remcdeling 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 wvalue
of production for property described in 15-6-131 or
15-6-132;

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

{h) revaluations caused by:

(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-ne prohibit a 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:

{2) a revaluation caused by:

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

(ii) cyclical reappraisail;
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{b) transfer of property intec 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

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

{(5) Property in ciasses class four and-eieven 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
improvements;

{c) annexed property; or

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

(6) Property described in subsections (5)(a)} through
{5)1d) that is not class four or-¢iass—-eteven 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
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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 revenuesg resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unless:

(a) the taxing unit's taxable valuation decreases by 5%
or more from the 1986 tax year. If a taxing unit's taxable
valuation decreases by 5% or more from the 1986 tax year, it
may levy additional mills to compensate for the decreased
taxable valuation, but in-no-case-may the mills levied may
not exceed a number calculated toc egual the revenue from
property taxes for the 1986 tax year in that taxing unit,

(b) a 1levy authorized under Title 20 raised less
revenue in 1986 than was raised in either 1984 or 1985, in

which case the taxing unit may, after approval by the voters
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in the taxing unit, raise each year thereafter an additional
number of mills but may not levy more revenue than the
3-year average of revenue raised for that purpose during
1984, 1985, and 1986;

(c) a levy authorized in 50-2-111 that was made in 1986
was Eor less than the number of mills levied in either 1984
or 198%, 1in which case the taxing unit may, after approval
by the voters in the taxing unit, levy each year thereafter
an additional number of mills but may not levy more than the
J-year average number of mills levied for that purpose
during 1984, 1985, and 1986.

(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;

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

(d) . city street maintenance districts;

(e) tax increment financing districts;

() satisfaction of judgments against a taxing unit;

{(g) street lighting assessments;

{(h) revolving funds to support any categories specified

in this subsection {8);
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{i} levies for economic development authorized pursuant
to 90-5-112{4);

(j) 1levies authorized under 7-6-502 for juvenile
detention programs; and

(k) elementary and high school districts.

{9) The limitation on the amcunt 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 ingufficient 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 amcunt of funding shortfall
expected by the taxing unit;

(4] 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

{g) a statement of the need for the increased revenue
and how it will be used.

{10) (a) The limitation on the amount of taxes levied
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does not apply to levies required to address the funding of
relief of suffering of inhabitants caused by famine,
cenflagration, or other public calamity.

(b} The limitation set forth in this chapter on the
amount of taxes levied does not apply to levies to support:

(i) a city-county board of health as provided in Title
50, chapter 2, if the governing bodies of the taxing units
served by the board of health determine, after a public
hearing, that public health programs require funds to ensure
the public health. A levy for the support of a 1local board
of health may not exceed the 5-mill limit established in
50-2-111.

(ii) county, city, or town ambulance services authorized
by a vote of the electorate under 7-34-102(2).

{(11) The limitation on the amount of taxes levied by a
taxing jurisdiction subject to a statutory maximum mill levy
does not prevent a taxing jurisdiction from increasing its
number of mills beyond the statutory maximum mill levy to
produce revenue equal to its 1986 revenue,

(12) The 1limitation on the amount of taxes levied does
not apply to a levy increase to repay taxes paid under

protest in accordance with 15-1-402."

NEw SECTION. SECTION 9. REPEALER. SECTION 15-6-144

MCA, 15 REPEALED.

NEW SECTION. Section 10. codification instruction.
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[Secticns 3 and 4] are intended to be codified as an
integral part of Title 15, chapter 7, part 2, and the
provisions of Title 15, chapter 7, part 2, apply to
[sections 3 and 4].

NEW _SECTION. Section 11. severability. If a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are

severable from the invalid applications.

NEW SECTION. Section 12. Termination. [Section 4)
terminates January 1, 199% 1995,

NEW SECTION. Section 13. Effective date —
applicability. (This act] is effective on passage and
dapproval and applies to tax years beginning on or after

January 1, 1994,

-End-
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SENATE BILL NO. 168
INTRODUCED BY BECK, M. HANSON, GRINDE, KELLER,
GRADY, HIBBARD, DEBRUYCKER, HARP,
CRIPPEN, MESARCS, LYNCH
BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL POR AN ACT ENTITLED: “AN ACT GEMERALLY REVISING THE
TAXATION QOF AGRICULTURAL LAWD; REVISING THE METHOD OF

VALUING AGRICULTURAL LARDE 1IN CLASS THREE PROPERTY POR

PROPERTY TAX PURPOSES; PROVIDING FOR THE DETERMINATION OF

NET INCOME FROM AGRICULTURAL LAND; HOLDING COMSTANT THE
STATEWIDE TOTAL TAXABLE VALUE OF CLASS THREE PROPERTY
BETWEEN REAPPRAISAL CYCLES; PHASING IN GVER-¥WO--REAPPRAISAR

. C¥ehBS THE CHANGE IN THE PRODUCTIVE-CAPALIYY TAXABLE VALUE

OF AGRICULTURAL LANDS; TAXING CLASS THREE PROPERTY AT THE
RATE APPLICABLE TO CLASS FOUR PROPERTY; ESTABLISHING AN
ADVISORY COMMITTEE TO REVIEW ALL RELEVANT COSTS, INCLUDING
WATER COSTS; IN DETERNINING THE PRODUCTIVE CAPACITY OF
IRRIGATED LANDS; ELIMNINATING CLASS ELEVEN FARMSTEAD PROPERTY

BY COMBINING IT WITH CLASS FOUR PROPERTY; AMENDING SECTIONS
7-13-2527, 15-6-133, 15-6-134; 15-7-201, AND—-15-0-11iy
15~10-402, ARD 15-10-412, MCA; REPEALING SECTION 15-6-144,

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, AR
APPLICABILITY DATE, AND A TERMINATION DATE."
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WHEREAS, THE WOWTAMA LEGISLATURE ADOPTED A PLAN IN 1975
FOR CYCLICAL REAPPRAISAL OF NOWAGRICULTURAL LAND; AND

WHEREAS, WOMAGRICULTURAL LAWD HAS BEEN THROUGH THREE
REAPPRAISAL CYCLES SINCE 1972, WITH THE VALUES OF THE _THIRD
CYCLE BECONING EFFECTIVE JANUARY 1, 1993;: AND

WHEREAS, AGRICULTURAL t.m‘ HAS NOT BEEN REAPPRAISED
BINCE 1963 AND THE MONTAMA LEGISLATURE HAS DETERMINED THAT
REAPPRAISAL OF AGRICULTURAL LAND IS MNECESSARY FOR THE

OVERALL IMPROVEMENT OF MONTANA'S PROPERTY TAX SYSTEM: AND

WHEREAS, THE MONTANA LEGISLATURE HAS TRADITIONALLY KEPT

THE TOTAL TAXABLE VALUE OF AN ENTIRE CLASS OF PROPERTY

RELATIVELY CONSTANT BETWEEN REAPPRAISAL CYCLES BY ADJUSTING

TAX RATES; AND
WHEREAS, THE MONTANA LEGISLATURE DESIRES TO KEEP THE

TOTAL TAXABLE VALUE OF AGRICULTURAL LAND CONSTANT DESPITE

REAPPRAISAL; AND
WHEREAS, THE NEW METHOD OF DETERMINING PRODUCTIVE

CAPACITY OF VARIOUS SUBCLASSES OF AGRICULTURAL LAND RESULTS

IN SIGNIFICANT INCREASES OR DECREASES IN INDIVIDUAL

DRAPPRATSEN VAIJIRS: AND

THERE ARE NO CHANGES IN THIS RILL
AND WILL NOT BE REPRINTED. PLEASE
REFER TO YELLOW COPY FOR COMPLETE TEXT.
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SENATE BILL NO. 168
INTRODUCED BY BECK, M. HANSON, GRINDE, KELLER,
GRADY, HIBBARD, DEBRUYCKER, HARP,
CRIPPEN, MESAROS, LYNCH

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "“AN ACT GENERALLY REVISING THE
TAXATION OF AGRICULTURAL LAND; REVISING THE METHOD OF

VALUING AGRICULTURAL LANDS 1IN CLASS THREE PROPERTY FOR

PROPERTY TAX PURPOSES: PROVIDING FOR THE DETERMINATION OF

NET INCOME FROM AGRICULTURAL LAND; HOLDING CONSTANT THE

STATEWIDE TOTAL TAXABLE VALUE OF CLASS THREE PROPERTY
BETWEEN REAPPRAISAL CYCLES; PHASING IN OVER-TWO--REAPPRAIBAD
€¥eLES THE CHANGE IN THE PRODUETIVE-CAPAEITY TAXABLE VALUE
OF AGRICULTURAL LANDS; TAXING CLASS THREE PROPERTY AT THE
RATE APPLICABLE TO <CLASS FOUR PROPERTY; ESTABLISHING AN

ADVISORY COMMITTEE TO REVIEW ALL RELEVANT COSTS, INCLUDING

WATER COSTS, IN DETERMINING THE PRODUCTIVE CAPACITY OF

IRRIGATED LANDS; ELIMINATING CLASS ELEVEN FARMSTEAD PROFPERTY

BY COMBINING IT WITH CLASS POUR PROPERTY; AMENDING SECTIONS

7-13-2527, 15~-6-133, 15-6-134, 15-7-201, ANB--15-8-1iiy
15-10-402, AND 15-10-412, MCA; REPEALING SECTION 15-6-144,

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, AN

APPLICABILITY DATE, ARD A TERMINATION DATE."

)
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WHEREAS, THE MONTANA LECISLATURE ADOPTED A PLAN IN 1975

POR CYCLICAL REAPPRAISAL OF NONAGRICULTURAL LAND; AND

WHEREAS, NONAGRICULTURAL LAND HAS BEEN THROUGH THREE

REAPPRAISAL CYCLES SINCE 1972, WITH THE VALUES CP THE THIRD

CYCLE BECOMING EPFECTIVE JANUARY 1, 1993; AND

WHEREAS, AGRICULTURAL LAND HAS NOT BEEN REAPPRAISED

SINCE 1963 AND THE MONTANA LEGISLATURE BAS DETERMINED THAT

REAPPRAISAL OF AGRICULTURAL LAND IS NECESSARY FOR THE

OVERALL IMPROVEMENT OF MONTANA'S PROPERTY TAX SYSTEM; AND

WHEREAS, THE MONTANA LEGISLATURE HAS TRADITIONALLY KEPT

THE TOTAL TAXABLE VALUE OF AN ENTIRE CLASS OF PROPERTY

RELATIVELY CONSTANT BETWEEN REAPPRAISAL CYCT.ES BY ADJUSTING

TAX RATES; AND

WHEREAS, THE MONTANA LEGISLATURE DESIRES TO KEEF THE

TOTAL TAXABLE VALUE OF AGRICULTURAL LAND CONSTANT DESPITE

REAPPRAISAL; AND

WHEREAS, THE NEW METHOD OF DETERMINING PRODUCTIVE

CAPACITY OF VARIOUS SUBCLASSES OF AGRICULTURAL LAND RESULTS

IN SIGNIFICANT INCREASES OR DECREASES IN INDIVIDUAL

REAPPRAISED VALUES; AND

WHEREAS, THE MONTANA LEGISLATURE FINDS THAT IT IS

EQUITABLE AND DESIRABLE FOR THE TAX SYSTEM AS A WHOLE THAT

THE INCREASES AND DECREASES IN TAXABLE VALUE OF AGRICULTURAL

LAND BE PHASED IN OVER THE APPRAISAL CYCLE; AND

WHEREAS , THE MONTANA LEGISLATURE CONSIDERS IT

—2- SB 168

REFERENCE BILL



[T T U S

10
11
12
13
i4
15
16
17
18
19
20
21
22
23
24

25

SB 016B/02

APPROPRIATE TO PROVIDE FOR THE REAPPRAISAL OF AGRICULTURAL

LARD AND TO PROVIDE FOR A PHASEIN OF THE CHANGES IN TAXABLE

VALUES OVER THE REAPPRAISAL CYCLE.

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

Section 1. sSection 15-6-113, MCA, is amended to read:

"15-6-133. Class three property -- description --
taxable percentage. (1} Class three property includes:

(a) agricultural land as defined in 15-7-202;

(b) nonproductive patented mining claims outside the
limits of an incorporated city or town held by an owner faor
the ultimate purpose of developing the mineral intereats on
the property. For the purposes of this subsection (1)(b),
the fallowing provisiona apply:

{i) The claim may not include any property that is used
for residential purposes, recreational purposes as described
in 70-16-301, or commercial purposes as defined in 15-1-101
or any property the surface of which is being used for other
than mining purposes or has a separate and independent value
for eueh other purposes,

{il) Improvements to the property that would not
disqualify the parcel are taxed as otherwise provided in
this title, including that porticn of the land upon which
sueh the improvements are located and that is reasonably

required for the use of the improvements,

~3- 8B 168
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(iil} Nonproductive patented mining claim property must
be valued as if the land were devoted to agricultural
grazing use.

(2) Class three property is taxed at the taxable
percentage rate “pd-of-its-productive-capacity applicable to
clags four property, as provided in 15-6-134(2)(a).

t3y--Hneit-July-27-19067-the-taxabie-pereentage-rate—"ps
far-ciann-three-property-in-304<
t4y--Prior——to-—-duiy--17-19867-the-department-of-revenue
shail-detersine-the-taxabie-percentage-rate--5p*-—-appiicabie
to-—-ecliass-three-property-far-the-revatuation-cycie-beginning
danuary-17-1986;-an-foilown+
te)--Fhe-direceor-of-the--department——-of--revenne--shaii
eertify—-to-the-goavernor-before-duly-1y-19867-the-percentage
by-which-the-appraised-vatue-of-aii-property--in--the--state
ciassified--under--cianss--three--as--of-January-iy-1986,;-has
tncreased-due-te-the-revatnation-conducted--under--15-?-33i~+
Phia---figure---in---the---Sgercified--scatevide--pereentage
increase®:
tby--Fhe-taxable-value-of-property--in-—cltass—-three—-isa
deterained---as---a--function--of--the--certified--statewide
percentage-inerease—-in--acecordance--with--the--tabie-~shown
betowr
te3--Phis-table-1imita-the-statevide-increase-in-taxabie

vatuation--resutting--frem-reappraisai-to-64:-In-catcuinting

-4 SB 168
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the-pereentage—inereaser—the—-department--may--not--consider

egricuitural-use-changes-during-caiendar-year-1985+
td}--Phe---tarablie--pereentage--mast--be—--catentated—-by

interpotation-to-coincide--with--the--nearest--whote--number

ecertified--statewide--percentage-increase-from-the-foitowing

tabte:

Eiass-Phree-Paxabie

Eertrfited-Statewide

Percentage-inecreane Percentage-Spe

-6 38-6860
EL 23-2%
20 257600
30 23:68
48 2::43
50 2608

t53--After-duty-17-19867-no-adjustment-may--be--made—-by
the--department--ta--the-taxrable-percentage-rate—*pPr-untili-a
revatuation-has-been-made-an-provided-én-15-7-333:"

Section 2. Section 15-7-201, MCA, is amended to raad:

*15-7-201. (Temporary -- applicable to 1986 land
valuation schedules) Legislative intent -- value of
agricultural property. (1) Since Because the market value of
many agricultural propertiea is based upon speculative
purchases whieh that do not reflect the productive

capability of agricultural land, it is the legislative

intent that bona fide agricultural properties shaii be
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classified and assessed at a value that is exclusive of
values attributed to urban influencea or spaculative
purposes.

(2) Agricultural land  shaii¥ must be classified
according to its use, which classifications shait include
but are not be limited to irrigated use, nenirrigated use,
and grazing use. Within each class, land shaii must be
assesgsed at a value that is fairly based on its ability to
produce, taking into consideration the classification system
in existence on January 1, 1986, provideds-howevery Eﬂgg the
department may consolidate tillable irrigated land classes.
With relation to irrigated land, water coats shaii must be
taken into consideration, except at no time may the
resulting value of irrigated land be reduced below the value
soch that the land would have if it were not irrigated.

(3) Capital costs, such as improved water distribution,
fertilizer, and land shaping that increase productivity,
shaii may not be used in determining assessed values.

15-7-201. (Applicable to %993 1994 and later land

valuation schedules) Legislative intent - value of
agricultural property. (1) Binee Because the market value of
many agricultural properties is baged upon speculative
purchases whieh that do not reflect the productive
capability of agricultural land, it is the legislative

intent that bona £ide agricultural properties shaii be

~6- SB 1686
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classified and assessed at a value that 1is exclusive of
values acttributed to wurban influences or speculative
purposes.

(2) Agricultural land eshatt must be classified
according to its use, which clagsifications shatit inciude
but are not be limited to irrigated use, nonirrigated use,
and grazing use.

{3) Within each c¢lass, land shaii--be-assesased-at-a
vatue-that-is-fairiy-based-en-its-productive--capacity must

be subclassified by production categqgories. Production

categories are determined from the productive capacity of

the land based on yield,

{4} In computing the agricultural land valuation
schedules to take effect on the-date--that--the--revaluation
cycie--commencing--danuary-27-15867-takes-effect-pursnant-te

25-7-33% January 1, 1994, and, thereafter, on the effective

date when each revaluation cycle takes effect pursuant to
15-7-111, the department of revenue Bshall determine the
productive capacity value of all agricultural lands using
the formula V = I/R where:

{a) V is the per-acre productive capacity value of
agricultural land in each land use and production category;

{b) 1 is the per-acre nat income of agricultural land
in each land use and production category and is to be

determined by-the-department-using-the-forauia-i-=-{p——-€4-4

-7- SB 168
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where:s
tiy-——E-ta-the-per-acre-net-income;
tity-P--ta-—-the--per-unit--price——-of-the-commodity-being
produceds;
ttt¢4-€-is-che-per-unit-production-const-of-the-conmodity
being-producedr-and
tivy-d-ia-the-yteid-itn-unita-per--aere as provided in
subsection (5); and

(c) R 1is the capitalization rate ets-be-deterained-by

the-deparement-an-provided-in-asubaeceion-{94 and is equal to

§.4%. This capitalization rate must remain in effect until

new agricultural land valuation schedules are computed as

required by law.

£5)--Net-income-shaii-bes

taj--caieniated-for-each-year-of-a-base-periodr-which-ia
the-mest-recent-3-year-period-for-which-data-are--avaiimbiey
prior——to-a-revatuation-of-property-aa-provided-in—-15-7-13%3
and

tby--based-on-commodity-price-and-production--cost--daca
for—-the--base-period-from-such-seurces-as—may-be-considered
appropriate-by-the-departmenty-which-sourcea--ahati--inciude
Nontana-state-universieys

{5) (a}] Net income myst be determined meparately in

each land use based on production categories.

{b) Net income must be based on commodity price data,

-8- SB 168
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qrazing fees, crop share arrangements, and produetion WATER

coat data for the base period.

{I) Commodity price datay AND grazing feesy—~-and

production--eose--data for the base period must be obtained

from the Montana Agricultural Statigstics and from the

Montana crop and livestock reporting service.

{11) CROP SHARE ARRANGEMENRTS ARE BASED ON THE RENTAL

VALUE OF THE LAND AND AVERAGE LANDOWNER COSTS.

{II1) ALLOWABLE WATER COSTS CONSIST ONLY OF THE PER-ACRE

LABOR COSTS AND ENERGY COSTS OF IRRIGATION.

(A) LABOR COSTS ARE ZERO FOR PIVOT SPRINKLER IRRIGATION

SYSTEMS; $4.50 AN ACRE FOR TOW LINES, SIGE ROLL, AND LATERAL

SPRINKLER IRRIGATION SYSTEMS; AND $9 AN ACRE FOR HAND-MOVED

AND FLOOD TRRIGATIONM SYSTEMS.

{B) ENERGY COSTS MUST BE BASED ON PER-ACRE ENERGY COSTS

INCURRED IN 1992. BY JULY 1, 1993, AN OWNER OF IRRIGATED

LAND SHALL PROVIDE THE DEPARTMENT, ON A FORM PHESCRIBED BY

THE DEPARTMENT, WITH ENERGY COSTS INCURRED IN 1992. 1IN THE

EVENT THAT NQ ENERGY COSTS WERE INCURRED IN 1992, THE OWNER

OF IRRIGATED LAND SHALL FROVIDE THE DEPARTMENT WITH ENERGY

COSTS FROM THE MOST RECENT YEAR AVAILABLE. THE DEPARTMENT

SHALL ADJUST THE MOST RECENT YEAR'S ENERGY COSTS TQO REFLECT

COSTS IN 1992.

{c} The base crop for valuation of irrigated land is

alfalfa HAY, ADJUSTED TO 80% OF SALES PRICE, and the base
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crop for valuation of nonirrigated land is wheat. The base

unit for valuation of grazing lands is the average grazing

fee for a 1,000-pound animal.

{d}) The base period used to determine net income must

be the most recent 7 years for which data is available prior

to the date the revaluation c¢ycle ends. Commodity price

datay AND grazing feesy-and-production-cost—data referred to

in subsection (5){b} must be averaged for the 7-year period,

but the average must exclude the lowest and highest

commodity prices or grazing fees and-the-iowest-and--highest

productian-costs in the period.

t63--Fo——-the--degree--avaitabies--the--departaent--shati
compitesr

tay--comnedity--price-data-reflecting-the-average-prices
received--per--unit--of--measure--by--Montana--farmera---and
ranchers:--Such--data--may-be-chtained-from-aii-geographicai
arsan-of-the-states;--Commodity--prices—-may--inciude--wheaty
barieyr--atfeifa--hayr--grasa--hayr-corn-for-grainy-corn-for
silager-sngar-beetay-dry-beansr-petatoenry-cattiey—and-sheepr
S8overnment--payaents--may--be--considered:--Ffypicat---rentat
arrangements-may-be-considereds

tby--preduction-—-ecost—-data-refiecting-average-costa-per
untt-of-measure-paid-by-Montana-faraers-and--ranchers:---Such
data--may--be--obtained-—-from--ail-geagraphicai-areas-ocf-the

stater-Such-production-coats-may-include-costs--reiating--to

-10- SB 168
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irrigationy--fertilisationy--fuety-needr-weed-controiy-hired
tabory-maragementy-insurancey-repaira-and--maintenancey--and
miscelianeons--itemar-vartations-in-specific-production-cone
datay-when-affected-by-different-ieveis-of--produceiony--and
typicai-rentai-arrangements-may-be-considereds

{6) The department shall cowmpile data and develop

valuation manuals adopted by rule to implement the valuation

method established by subsections (4) and {5}.

{7) The deparement GOVERNOR shall appoint an advisory
committee of perscna knowledgeable in agriculture and
agricultural economics to compile and review the data
prepared-—-by---MHontana--state-—university--and--advise--the
department-on-the-impiementatien-of-subsections-{2}--through

+6¥ required by subpections (4) and (5). The advisory

committee shall include one member of the Montana state

university, college of agriculture, staff. The advisory

committee shall recommend agricultural land valuation

schedules to the department. WITH RESPECT TO IRRIGATED LAND,

THE VALUE OF IRRIGATED LAND MAY NOT BE BELOW THE VALUE THAT

THE LAND WOULD HAVE IF IT WERE NOT IRRIGATED.

t8)--Net-income-shaii-be-deterained-separateiy-for-iande
in-trrigated-usey-nonirrigated--usey--and--grazing--use—-and
shali--be--catcuiated--for--each--vse--and--production-ievei
sceording-to-the-provisions-of-subsections-téd}-through-¢73r

1+9)--Fhe-capitalisation—rate--shati--be--ecalicuiated--for
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ecach--year--of--the--base--period—-and-is-the-annval-average
intereat-vate-on-—agricuiturai--toans--as--reported--by--the
iederat-—iand--bnnk-n-noeineion-ei—Bpehnner-ﬂaahingtonr;piul
the-effective-tax-rate-in-Moncanar
119)-The-effective-tax-rate-shaii-be-caicuiated--by--the
department--fer-each-year-of-the-base-period-by-dividing-the
totai-estinated-tax-due-on-agricutturai-iand-in-the-state-by
the-totai-productive-capacity-value-of-agricuiturai-iand——¢n
the-stakes™
NEW-SBETiON: --Section— 3. —Phasein--of--agricuiturai-iand--
vatuest-Phe-increase--or--decrease--in--praductive-—-capacity
vatuep--of--agricuitural-tand-deterained-in-15-7-201-nunt-be
phased-in-over-two-reappraisai-cyciesr-as-foiriowns
tiy--Por-the--revaination--cycie--beginning--danuary-—-2y
39947--and--ending--Pecember-317-19%67r-the-annessed-vaiue-of
agricuiturai-iand-in-each-iand-use-and--production--category
must-—increase—-or-decrease-by-588-cf-the-difference-between
the--preoductive-—capacity---veiuwe-——of---agricuiturei---iand
determined-in-15-7-28i-for-1994-tand-vaiuation-scheduies-and
the--asseased--vatue-of-agricuitnrai-tand-as-of-becember-31y
19937
t2}--Beginning-Janvary-17-19977-the--assessved--vatue--of
agricuiturai-—iand--in-each-tand-use-and-production-category
must--be--1004--of——the---productive---capacity--~vaiuve---of

agricuitural-iand-determined-in-15-7-201+
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NBV-GREPION: ~-Section4-—Advisory -committee———gseview—

of-water-contar-The-department-of-revenue-shati--appoint--an
advisory--committee--knowiedgeabie-in-irrigated-agricuiturai
operations-eo-review-vater-costs-associated--with--irrigated
}anda--and--ta--recommend—-to—-the-department-how-water-costa
shouid-be-conaitdered--for--deteemining—-the—-irrigated--tand
vaination--acheduies--chat--take-effece-January-17-1997:-Fhe
committee--ahali--present---its——-recommendations———to--—-the
departsent-by-danunary-17-1995+%
Section-5-—Bection-15-8-1117-KEAr-ia-amended-to-read:--
23}5-8-31i---Aasessment--—--—— narket--value--standard————
exceptionsT-tiy-Ati-taxabie-property--must-—-be--ansessed--at
1884-cf-ite-market-vatue-except-aps-otherwise-provideds
t2)y--tay-Market--vaine--ia--the--vatue-at-which-property
wauid-change-hands-between-a-witiing--buyer--and--a--wiiting
seliery-neither-being-under-any-compuision-to-buy-or-to-sett
and-beth-having-reasonable-knowiedge-of-retevant-factss
tbhi--if--the--department--uses—-construction-cost-as-one
approximation-of-market-valuer-the--deparement--shaii--fuity
consider--reduction-in-vaine-cansed-by-depreciationy-whether
through-physical-depreeistieny-functionai--obsoitescencey—-or
economic-obsolescences
tey--Brcept-—an--provided--in-subsection-{3yr-the-market
vaine-of-ali-motor-trucks;-agricuiterai--toolisr--tmapiementsy

and--maehineryzs-and-vehicles-of-ati-kindsr-inciunding-but-not
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timited--eo--boats——and--ati--watererafty--is--the---average
whoiesaie-~value--shown--in--natitonai--appraitsai—--guidesn-and
manuain-or-the-vatee-of-the--vehicie--before--reconditioning
and--profit--marginr-The-department-of-revende-shati-prepare
vaiuation-scheduien-showing-the-average-vholiesalte-vatue-when
ne-nationai-appraisat-quide-existss
t3)--Fhe-departaent-of-revenne—or--its--agenta--may--not
adopt--a--iower--or--different-standard-of-vatue-from-market
vaitue-in-making-the-off:ciai-assessment-and-appraisai-of-the
vaiﬁe-eé-praperbyr—exceptr
ta)y—-the-wholesale-vaiue-for-agriculeural-impiements-and
machinery-is-the-ioan-vaiue-as-shown-in-the-@fficiai--Guidey
fractor-—and--Pera-Bquipments;-published-by-the-national-€farm
and--power--equipaent--dealers---asssciationy-—-9ts-—-bounisy
Misseuris
thy-—for---agricutturai--implements--and--machinery--not
tisted-in-the-officiat-quider-the-department-shati-prepare-a
supplementai--manuai--where--the--vaiuen--refiect-—-the-—-same
depreciation-as-those-found-in-the-officini-guider-and
tey--as-otherwise-authorized-in-Fitie-15-and-Pétie-61:
t4y--Por-purposes-of-taxationr—-anssessed--value--is-—-the
same—as-appraised-vetuer
t5)—-Phe——-tavable---vaiue--—-for--ati--praperty--isa--the
percentage-of -market-or-assessed-vatue-estabiished-for--each

ciass-of-propereyr
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t63--Fhe-—-~assessed--value--aof--propertien--in--15-6-13%
through-35-6-133-in-an-foliowa:r
tajy--Propertien--tn--15-6-13i7-—under--ciass--one;---are
asseased--at-100%-cf-the-annvat-net-proceeds-afrer-deducting
the-expenses-aspecified--and--atiowed--by--15-23-583--or7--%f
appiicabter-as-provided-in-15-23-515-0r-15-23-5%67
tby--Preperties---tn--15-6-1327--under--ctass--twoy--are
asseased-nt-i864-of-the-annuai-gress-proceeds:
tej--Propertiens—in--15-6-133y--under--ciass--threey--are
assensed-at-3008-0f-the-prednctive-capacity-of-the-tandsr-as

provided--in--{seetien--3}; when--vained--for--agricnitaral

purposess-Ali-tands-that-meet-the-quatificationn-of-15-7-202
are-vained-as-agricuiturai-iandas-for-tax—-purposes:
td}--Beginning—-January-1;-1996y-and-ending-BPecember-3i7
19937-propertiea-in-15-6-t43y-under-ctaas-teny-are--asseaned
at--380%—-of--the--coabined--appraised-vaive-cf-the-standing
cimber-and-grazing-productivity-cf-the-iand-when--vaiued--an
timberiands
te}--Beginning--danuvary-iy-1994y-properties-in-15-6-143y
under--ciass--teny--are-—ansessed--at--1804--of--che--forest
productivity-vaine-of-the-iand-when-vaiued-as-forest—tands
+7y--band-and-the-inprovements--thereon--are--separatelty
assessed-when-any-of-the-foilowing-conditions-oceurs
tay—-ownership--of--the--improvementa--is-different-from

ownership-of-the-tands

-1%- 5B 168

—

w N

w @ o~

10
1l
12
13
i4
15
16
17
18
19
20
21
22
23
24
25

SB 0168/02

tby--the-taxpayer-makes—-a-written-requese;-or
tet--the—tand-is-outside-an—incorporated-city--or--townr
tBubsection--t6¥td)-terminates—Jannary-17-1994——seev-19y-Chx

2837-bs-199%2-44

NEw SECTION. SECTION 3. PHASEIN OF THE TAXABLE VALUE

OF AGRICULTURAL LAND. THE INCREASE OR DECREASE IN TAXABLE

VALUE OF AGRICULTURAL LAND RESULTING FROM THE CHANGE IN THE

METHOD OF DETERMINING PRODUCTIVE CAPACITY VALUE UNDER

15-7-20) MUST BE PHASED IN BEGINNING JANUARY 1, 19%4, AS

FOLLOWS ;

(1) FOR THE YEAR BEGINNING JANUARY 1, 1994, AND ENDING

DECEMBER 31, 19%4, THE TAXABLE VALUE OF AGRICULTURAL LAND 1IN

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR

DECREASE FROM THE DECEMBER 31, 1993, VALUE BY 25% OF THE

DIFFERENCE BETWEEN THE PRODUCT OF THE PRODUCTIVE CAPACITY

VALUE OF AGRICULTURAL LAND FOR 1994 DETERMINED UNDER

15-7-201 TIMES THE CLASS THREE TAX RATE AND THE TAXABLE

VALUE OF AGRICULTURAL LAND AS OF DECEMBER 131, 1993.

(2) FOR _THE YEAR BEGINNING JANUARY 1, 1995, AND ENDING

DECEMBER 31, 1995, THE TAXABLE VALUE OF AGRICULTURAL LAND IN

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR

DECREASE FROM THE DECEMBER 31, 1993, VALUE BY 50% OF THE

DIFFERENCE BETWEEN THE PRODUCT OF THE PRODUCTIVE CAPACITY

VALUE OF AGRICULTURAL LAND FOR 1994 DETERMINED UNDER

15~7-201 TIMES THE CLASS THREE TAX RATE AND THE TAXKABLE
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VALUE OF AGRICULTURAL LAND AS OF DECEMBER 31, 1993,

{3) FOR THE YEAR BEGINNING JANUARY 1, 1996, AND ENDING

DECEMBER 31, 1996, THE TAXABLE VALUE OF AGRICULTURAL LAND IN

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR

DECREASE FROM THE DECEMBER 31, 19%3, VALUE BY 75% QF THE

DIFFERENCE BETWEEN THE PRODUCT QF THE PRODUCTIVE CAPACITY

VALUE OF AGRICULTURAL LAND FPOR 1994 DETERMINED UNDER

15-7-201 TIMES THE CLASS THREE TAX RATE AND THE TAXABLE

VALUE OF AGRICULTURAL LAND AS OF DECENMBER 31, 1993,

{4) BEGINNING JANUARY 1, 1997, THE TAXABLE VALUE OF

AGRICULTURAL LAND IN EACH LAND USE AND PRODUCTION CATEGORY

IS EQUAL TO 100% OF THE PRODUCTIVE CAPACITY VALUE OF

AGRICULTURAL LAND DETERMINED UNDER 15-7-201 TIMES THE CLASS

THREE TAX RATE.

NEW SECTION. SECTION 4. ADVISORY COMMITTEE -- REVIEW

OP WATER COSTS AND CROP SHARE ARRANGEMENTS. (1) THE GOVERNOR
SHALL APPOINT AN ADVISORY COMMITTEE TO REVIEW WATER COSTS,

CROP SHARE ARRANGEMENTS, AND OTHER ISSUES INVOLVING THE

ASSESSMENT AND VALUATION OF AGR I CULTURAL LAND. THE

MENBERSHIP OF THE COMMITTEE MUST INCLUDE:

{A) ONE MEMBER REPRESENTING URBAN INTERESTS;

{B) TWO MEMBERS REPRESENTING WATER USERS, ONE OF WHOM
MUST BE AN INDIVIDUAL WATER USER AND ONE OF WHOM MUST BE A

REPRESENTATIVE OF AN ORGANIZED IRRIGATION DISTRICT;

(C) ONE MEMBER REPRESENTING GRAZING INTERESTS;
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{D) ONE MEMBER REPRESENTING NONIRRIGATED CROPLAND
INTERESTS;

{B) ONE MEMBER REPRESENTING MULTIPLE-USE FARMERS AND

RANCHERS ;

(F) _ONE MEMBER REPRESENTING FINANCIAL INSTITUTIONS;

(G) TWO MEMBERS OF THE LEGISLATURE, NOT OF THE SAME

POLITICAL PARTY, ONE OF WHOM MUST BE A MEMBER OF THE SENATR

AND ONE OF WHOM MUST BE A MEMBER OF THE HOUSE OF

REPRESENTATIVES; AND

(H) ONE MEMBER REPRESENTING LOCAL GOVERNMENT.

{2) THE COMMITTEE SHALL REVIEW WATER COSTS AND CROP

SHARE ARRANGEMENTS ASSOCIATED WITH [RRIGATED LANDS AND

RECOMMEND TO THE DEPARTMENT OF REVENUE BY JULY 1, 1994, BOW

WATER COSTS AND CROP SHARE ARRANGEMENTS SHOULD BE CONSIDERED

POR THE VALUATION OF IRRIGATED LAND. THE COMMITTEE MAY

RECOMMEND THE ADJUSTMENT IN THE VALUATION OF OTHER

AGRICULTURAL LAND CLASSES IN ORDER TO PREVENT A REDUCTION IN

THE LEVEL OF STATEWIDE TAXNABLE VALUATION OF AGRICULTURAL

LAND,

SECTION 5. SECTION 7-13-2527, MCA, IS AMENDED TO READ:

“7-13-2527. List of property owners. (1} A copy of the
order creating the district shait must be delivered to the
county assessor of each county within the district.

{2) The assessor shall, on or before August 1 of any

given each year, prepare and certify a list of all persona
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owning class four er-ciasm-eieven property within such Lthe
district and deliver a copy of such the list to the board of

trustees of said the district.”

SECTION 6. SECTION 15-6-134, MCA, IS AMENDED TO READ:

*15-6-134. Class four property -- description --
taxable percentage. (1) Class four property includes:

fa} all land except that specifically included in
another class;

(b) all improvementa, including trailers or wmobile
homes used as a residence, except those specifically
included in another class;

{c) the first $80,000 or less of the market value of
any improvement on real property, including trailers or
mobile homes, and appurtenant land not exceeding 5 acres
owned or under contract for deed and actually occupied for
at least 10 months a year as the primary residential
dwelling of any person whose total income from all sources,
including net busineas income or loss and otherwise
tax-exempt income of all types but not including social
security income paid directly to a nursing home, is not more
than $10.000 for a single person or $12,000 for a married
couple or a head of household, as adjusted according to
subsection (2)(b)(ii};

(4) all golf courses, including land and improvements

actually and necessarily used for that purpose, that consist
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of at least 9 holes and not less than 3,000 lineal yardar}
and

{e) all improvements on land that is eligible for

valuation, assessment, and taxation as agricultural land

under 15-7-202(2), including 1 acre of real property benesath

the agricultural improvements. The 1 acre must be valued at

market value.

(2) Class four property is taxed as follows:

(a) Except as provided in 15-24-1402 or 15-24-1501,
property described in subsections (l)(a), and ({1l}(b), and
(l){e) is taxed at 3.86% of its market value.

{b) (i) Property described in subsection (1)({c) 1is
taxed at 3.86% of its market wvalue multiplied by a

percentaqe figure based on income and determined from the

follpwing table:

Income Income Percentage
Single Person Married Couple Multiplier
Head of Household

$ 0 -$ 1,000 $ ¢ - 8% 1,200 ot
1,001 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,200 S50%
6,001 - 7,000 7,201 - 8,400 60%
-20- SB lé68
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7,001 - 8,000 8,401 - 9,600 70%
B,001 - 9,000 9,601 - 10,800 80%
9,001 - 10,000 10,801 - 12,000 908

(ii}) The income levels contained in the table in
subsection (2)(b)(i) must be adjusted for inflation annuaily
by the department of revenue. The adjustment to the income
levels is determined by:

(A) multiplying the appropriate dollar amount from the
table in subsection (2)(b)(i) by the ratio of the PCE for
the second quarter of the year prior to the vyear of
application to the PCE for the second quarter of 1986; and

{B} rounding the product thus obtained to the nearest
whole dollar amount,

{iii) "PCE"™ means the implicit price deflator for
personal consumption expenditures as published quarterly in
the Survey of Current Business by the bureau of economic
analysis of the U.S. department of comaerce.

(c) Property described in subsection (1)(d) is taxed at
one-half the taxable percentage rate established in
subsection (2){a).

{3) After July 1, 1986, no adjustment may be made by
the department to the taxable percentage rate for clasa four
property until a revaluation has been made as provided in
15-7-111.

(4) Within the mseaning of comparable property as
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defined in 15-1-101, property assessed as commercial
property is comparable only to other property assessed as
commercial property, and property assessed as other than
commercial property is comparable only to other property

asseseed as other than commercial property.”

SECTION 7. SECTION 15-10-402, MCA, IS AMENDED TO READ:

*15-10-402. Property tax limited to 1986 levels. (1)
Except as provided in subsections (2) and (3), the amount of
taxes 1levied on property described in 15-6-133, 15-6-134,
and 15-6-136y--and--15-6-144 may not, for any taxing
jurisdiction, exceed the amount levied for taxable year
1986.

(2) The limitation contained in subsection (1) does not
apply to levies for rural improvement districts, Title 7,
chapter 12, part 21; special improvement districts, Title 7,
chapter 12, part 41; elementary and high school districts,
Title 20; Jjuvenile detention programs authorized under
7-6-502; or bonded indebtedness.

(3) New construction or improvements to or deletions
from property described in subsection (1) are subject to
taxation at 1986 levels.

(4) As used in this section, the "amount of taxes
levied®™ and the “amount levied®™ mean the actual dollar
amount of taxes imposed on an individual piece of property,

notwithstanding an increase or decrease in value due to
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inflation, reappraisal, adjustments in the percentage
multiplier used to convert appraised value to tazable value,
changes in the number of mills levied, or increase or

decrease in the value of a wmill."

SECTION 8. SECTION 15-10-412, MCA, IS AMENDED TO READ:

"15-10-412. 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 tc apply
to all classes of property described in Title 15, chapter &,
part 1.

(Z2) The limitation on the amount of taxes levied is
interpreted to mean that, except as otherwise provided in
this section, the actual tax liability for an individual
property is capped at the dellar 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, except in a taxing
unit that levied a tax in tax years 1983 through 1985 but
did not levy a tax in 1986, In which case the actual tax
liability for an individual property is capped at the decllar
amount due in that taxing unit for the 1985 tax year.

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

not mean-that-ne prohibit a further increase may-be-made in
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the total taxable valuation of a taxing unit as a result of:
(a) annexation of real property and improvements into a
taxing unit;

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

{c}) transfer of property into a taxing unit;

{d) subdivision of real property;

(e) reclassification of property;

(£) increases in the amount of production or the valua
of v 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) c¢yclical reappraisal; or

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

{4) The limitation on the amount of taxea levied does
not mean-that-no prohibit a 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) a revaluation caused by:

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

{i1) cyclical reappraisal:;
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{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
15-6-1132;

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

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

{(5) Property in eiamses clags four and-eieven is valued
according to the procedures used in 1986, including the
designation of 1982 aé the base year, until the reappraisal
cycle beginning January 1, 1986, is coapleted and new
valuationa 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
impraovements;

{c) annexed property; or

{d} property converted from tax-exempt to taxable
Btatus.

{6) Property described in subsections (5}{a) through
{5)(d) that is not class four or-ciass—-eieven 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
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mills levied.

(7) The limitation on the amount of taxes, as clarified
in this section, ia intended to leave the property appraisal
and valuation methodology of the department of revenue
intact. Determinations of county classificationa, 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:

{a) the taxing unit's taxable valuation decreases by S%
or more from the 1986 tax year. If a taxing unit's taxable
valuation decreases by 5% or more from the 1986 tax year, it
may levy additional mills to compensate for the decreased
taxable valuation, but ién-ne-ease-may the mills levied say
not exceed a number calculated to equal the revenue from
property taxes for the 1986 tax year in that taxing unit.

(b) a levy authorized under Title 20 raised leas
revenue in 1986 than was raised in either 1984 or 1985, in

which case the taxing unit may, after approval by the voters

-26- SB 168



[P S B T, R SV R X ]

I
o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

SB 0168/02

in the taxing unit, raise each year thereafter an additional
number of mills but may not levy wmore revenue than the
3-year average of revenue raised for that purpose during
1984, 1985, and 1986;

(c) a levy authorized in 50-2-111 that was made in 1986
was for less th;n the number of mills levied in either 1984
or 1985, in which case the taxing unit may, after approval
by the voters in the taxing unit, levy each year thereafter
an additional number of mills but may not levy more than the
3-year average number of mills levied for that purpose
during 1984, 1985, and 1966.

{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;

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

{(d) city astreet maintenance districts;

(e) tax increment financing districts;

(f) satisfaction of judgments against a taxing unit;

(g) street lighting aasessments;

{h) revolving funds to support any categoriea‘apecifled

in this gubsection {8);
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{i) levies for esconomic development authorized pursuant
to 90-5-1i12(4);

{j) levies authorized under 7-6-502 for juveniie
detention programs; and

(k) elementary and high school districts.

{9) The 1limitation on the amcount of taxes levied does
not apply in a taxing unit if the voters in the taxing wunit
approve an increase in tax liability following a resolution
of the governing body of the taxing unit containing:

(a) a finding that there are ingufficient 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 amcunt 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 conamidered; and

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

(10} (a) The limitation on the amount of taxes levied
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does not apply to levies required to address the funding of

relief of suffering of inhabitants caused by CEamine,

conflagration, or other public calamity.

(b) The limi

tation set forth in this

chapter on the

amount of taxes levied does not apply to levies to support:

{i) a city-county board of health as provided in Title

50, chapter 2, if the governing bodies of the taxing units

serv

ed by the

board of health determine, after a public

hearing, that public health programs require funds to ensure

the public health. A levy for the support of a lccal board

of

50-2

health may

-111.

not exceed the S-mill limit established in

{ii) county, city, or town ambulance services authcrized

by a vote of the electcrate under 7-34-102{(2).

{11) The limitation on the amount of taxes levied by a

taxing jurisdiction subject to a statutory maximum mill levy

does

not prevent a taxing jurisdiction from increasing ita

nuaber of mills beyond the statutory maximum mill levy to

produce revenue equal to its 1986 revenue.

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

not apply to a levy increase to repay taxes paid under

protest in accordance with 15-1-402."

MCA,

NEW SECTION.

SECTION 9. REPEALER.

SECTION 15-6-144,

IS REPEALED.

HEW SECTION.

Section 10. codification
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[Sections 3 and 4] are intended to be codified as an
integral part of Title 15, chapter 7, part 2, and the
provisions of Title 15, chapter 7, part 2, apply to
[sections 3 and 4].

NEW SECTION. Section 11. severability. If a part of
[this act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [Lhia
act] ig invalid in one or more of its applications, the part
remaing in effect in all valid applications that are
severable from the invalid applications.

NEW SECTION. Section 12. Termination. [Section 4]

terminactes January 1, 997 1995,
NEW SECTION. SBection 13. Effective date -

applicability. [This act) is effective on passage and

approval and applies to tax years beginning on or after

January 1, 1994,

-End-
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