
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 

JANUARY 16, 1993 

FEBRUARY 4, 1993 

FEBRUARY 5, 1993 

FEBRUARY 6, 1993 

FEBRUARY 8, 1993 

MARCH 10, 1993 

MARCH 13, 1993 

MARCH 16, 1993 

MARCH 17, 1993 

MARCH 18, 1993 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 45; NOES, 5. 

TRANSMITTED TO HOUSE. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 88; NOES, 12. 

RETURNED TO SENATE. 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SENT TO ENROLLING. 



REPORTED CORRECTLY ENROLLED. 
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Jff'Jd. BILL NO. 

t) ~ )J; //., '·~ 

lli.8'._ 
(;.R.-lNDL I~ED BY ,CJ • ..C-

BY REQUEST OF THE DEPARTMENT OF REVENUEµ-

! ., lA,,,~~--. #A~ ; • : ; • ( {)s/3., //;I v• V 7) '77 • <'-

A BILL FOR AN ACT ENTITLED: " 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 PRODUCTIVE CAPACITY OF IRRIGATED 

LANDS; AMENDING SECTIONS 15-6-133, 15-7-201, AND 15-8-111, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, 

APPLICABILITY DATE, AND A TERMINATION DATE." 

BE IT ENACTED BY 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; 

AN 

(b) nonproductive patented mining claims outside the 

limits of an incorporated city or town held by an owner for 

the ultimate purpose of developing the mineral interests on 

~ ,...,..,.,.. c"""°' 
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the property. For the purposes of this subsection (l)(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 sttch 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 

such 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 apM-0£-its-produc~iye-eapae½~y ~icable to 

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

t3t--Bntil-attly-lT-l986T-the-taxable-pereenta~e-rate-upu 

£or-c¼ass-three-property-is-381• 

f4t--Prior--to--dttly--l,-l9867-the-department-0£-re•e~tte 

sha¼¼-determifte-the-taxab¼e-pereentage-rate-- 4 Pu--applicab¼e 

to--eiass-three-property-for-the-revalttation-eycle-beginning 

danttary-¼7-¼906,-as-~ol¼ows~ 

-2-
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tat--~he-direetor-of-the--departffle"t--ef--reventte--sha¼¼ 

eertify--to-the-governor-be£ore-aa¼y-1,-t986,-the-pereentage 

by-whieh-the-appraised-valtte-of-a¼l-property--±n--the--state 

elass¼f¼ed--ttnder--e¼ass--three--as--ef-danttary-±,-¼986,-has 

inereased-dtte-te-the-revalttat±on-eendaeted--ttnder--¼5-~-lll, 

~his---figttre---¼s---the---~eerti£ied--statewide--pereentage 

inereaeeu, 

tbt--~he-taxable-•altte-or-pPo~rty--i~--elass--thPee--is 

determined---as---a--fttnet¼on--of--the--eertt£ied--statewtde 

pereentage-inerease--¼n--aeeordanee--with--the--table--shown 

below. 

tet--~his-tab¼e-¼imits-the-statew¼de-inerease-in-taxab¼e 

va¼ttation--resdlting--£rom-reeppraise¼-te-81o-¼n-ee¼eu¼atinq 

~he-pereentage-~nereese7-the--department--may--not--eons½der 

agriea¼tara¼-ase-ehanqes-daring-ealendar-year-½9850 

tdt--~he---taxable--pePe,c,tage--mtt9t--be--ealettiated--by 

¼nterpo¼ation-to-eoincide--with--the--nearest--who¼e--number 

certi~ied--statewide--pereentaqe-inerease-from-the-fo¼¼owing 

table~ 

eertified-Btatewide 

Pereentage-rnerease 

-0 

¼8 

i!8 

30 

-3-
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Pereentage-•P• 
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tSt--After-aaiy-¼,-¼986,-no-ad;~stfflent-fflay--be--made--by 

the--department--to--the-taxab¼e-pereentage-raee-•pu-un~i±-a 

revaiaation-has-been-made-as-provided-in-¼S-i-i±±o'' 

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

•15-1-201. (Temporary applicable to 1986 land 

valuation schedules) Legislative intent value of 

agricultural property. (1) Since Because the market value of 

many agricultural properties is based upon speculative 

purchases w~ieh that do not reflect the productive 

capability 

intent that 

of agricultural land, 

bona fide agricultural 

it is the legislative 

properties shall be 

classified and assessed at a value that is exclusive of 

values attributed to urban influences 

purposes. 

( 2) Agricultural land 9hall must 

according to its use, which classifications 

or speculative 

be classified 

,.hail include 

but are not he limited to irrigated use, nonirrigated use, 

and grazing use. Within each class, land shall 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, provided,-howeve~T that the 

department may consolidate tillable irrigated land classes. 

With relation to irrigated land, water costs ~ha½± 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 

stteh 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, 

~ha¼¼ !!!!Y 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) Sinee Because the market value of 

many agricultural properties is based upon speculative 

purchases which that do not reflect the productive 

capability of agricultural land, it is the legislative 

intent that bona fide agricultural properties shat: be 

classified and assessed at a value that is exclusive of 

values attributed to urban influences or speculative 

purposes. 

(2) Agricultural land sheH must be classified 

according to its use, which classifications sha¼¼ include 

but are not be limited to irrigated use, nonirrigated use, 

and grazing use. 

(3) Within each class, land she¼¼--be-essessed-et-e 

¥a¼~e-tftat-~s-Eair¼y-based-on-its-prod~e~¼•e--eapaeity ~ 

be subclassified by production categories. Production 

categories are determined from the productive capacity of 

the land based on yield. 

-5-
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( 4) In computing the agricultural land valuation 

schedules to take effect on the-date--that--tfte--reva¼ttation 

eye¼e--eommeneing--aanaary-i7-¼986,-ta~ee-erreet-p~rs~aftt-to 

¼5-~-¼¼¼ 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) Vis 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 

determined by-the-department-as±ng-the-formata-¼-•-tP---e+-e 

where,:, 

tit--l-is-~he-per-aere-net-ifteome, 

tiit-P--is--the--per-nnit--priee--0£-the-eofftfflodity-beiftg 

prodttced-;-

ti±±t-e-is-the-per-an±t-prodttetion-eost-of-the-eoftllllodity 

beinq-prodtteed;-and 

t±vt-S-is-the-yie¼d-in-uni~s-per--aere ~rovided in 

subsection illi and 

(c) R is the capitalization rate to-be-deterfflined-by 

the-department-as-pro¥ided-i~-sub~eetion-t9t and is equal to 

6.4\. This capitalization rate must remain in effect until 

new agricultural land valuation s_c::!)edules ar~ com.e_uted as 

-6-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0460/01 

required by law. 

f5t--Net-ineome-shai±-ee~ 

tat--ea¼ettiated-£or-eaeh-year-o£-a-base-per±od7 -whie~-is 

the-most-reeent-3-year-period-Eor-whieh-data-are--avai¼ab¼e7 

prior--to-a-re•alttation-or-property-as-~rovided-in-15-~-l¼l; 

a~d 

tbt--Dased-on-commedity-price-and-prodttetion--eost--data 

£or--the--base-period-£rom-stteh-sottrees-as-may-be-eonsidered 

appropriate-by-the-department,-whieh-sottrees--shal¼--ineittde 

Montana-sta~e-ttni~ersity• 

(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 be 

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 grazin9 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 revaluatio~_cycle ends. Commodity price 

-7-
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data, grazing fees, 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 lowest and highest 

production costs in the period. 

t6t--~o--the--deg~ee--avai½~b½e,--the--departme~t--shall 

eomp±¼e~ 

tat--eonunodity-priee-data-refleeting-the-average--priees 

reeeived---per--ttnit--or--measure--by--Montana--rarmere--and 

raneherse-Stteh-data-may-be-obta±fted--from--a¼¼--geographieal 

areas--o£--the--stateT--€ollUllod¼ty--priees-may-ine¼ttde-wheat, 

bar¼ey,-a¼£a¼ta-hay,-grass-hay,-eorn--£or--grain 7 --eorn--tor 

si¼age,-sugar-beets,-dry-beans 7 -petatoes7 -eatt¼e 7 -and-sheepe 

Severnment---payments--lfttly--be--eons±derede--~ypiea¼--renta¼ 

arrangements-may-be-eonsiderede 

tbt--prodttetion-eost-data-retleeting-average--eosts--per 

ttnit--ot--measttre-paid-by-Montana-farmers-and-raneherse-Stteh 

data-may-be-obtained-from--a½i--geograph±ea¼--areas--of--the 

state.--Stteh--prodtteti~"-eoets-may-i"e¼ttde-eosts-re¼ati"g-to 

irr±gat±on,-ferti¼±zation,-fttel,-seed,-weed--eontrol,--h±red 

¼abor,--management 7 --~nsttranee7 -repairs-and-ffla~ntena"ee,-and 

misee¼¼aneotts-items.-Yariations-in-spee±f±e-prodttetion--eost 

data7--when--af£eeted-by-different-leve¼s-of-produet±on,-a"d 

typ±ea¼-ren~ai-erran9ements-may-be-eonsideredo 

(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 depactment shall appoint an advisory committee 

of persons knowledgeable in agriculture and agricultural 

economics to compile and review the data prepared-by-Montana 

9eate--nniYersity--and--advise---the---departfflent---on---tne 

im~¼ementatien--of--sttbsections--tit-throttgh-t6t 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 a~ricultural land valuation schedules to the 

department. 

t8t--Net-¼neome-eha¼¼-be-determ¼ned-eeparately-for-lande 

in-irrigated-nse,-nonirrigated--nse7--and--gra2ing--ase--and 

sha¼¼--be--ea¼ett¼ated--£or--eaeh--ase--and--prodaetion-¼eve¼ 

aeeording-to-the-proY±sions-of-subseet±one-t4t-throttgh-tTt, 

t9t--~he-esp¼tsl¼zat±on-rate--ehs½½--be--ea¼ettlated--fer 

eaeh--year--of--the--base--period--and-is-the-anntta¼-avera~e 

±neerest-rate-en--agriett¼tttra¼--¼oans--as--reported--by--~he 

£edera¼--¼and--ban~-assoeiation-0£-Spekafte7-Washinqton7-pitt~ 

the-e££eetive-tax-ra~e-in-Montana• 

tl8t-~he-effeet¼Ye-tax-rate-sha¼½-be-ea¼eu½ated--by--the 

department--for-eaeh-year-of-tfte-base-per±od-by-dividing-the 

tota¼-est±mated-tax-dae-on-a~riettittt~a¼-¼and-in-the-state-by 

t~e-Cota¼-prodttetive-eapaeity-va¼tte-ef-a9riettitttra¼-¼and--in 

-9-
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the-state•" 

NEW SECTION. Section 3. Phasein of agricultural land 

valuesa 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) For 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 ~ittee 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 land 

valuation schedules that take effect January 1, 1997. The 

committee shall present its recommendations to the 

-10-
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department by January 1, 1995. 

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

"15-8-111. Assess-nt market value standard 

exceptions. (1) All taxable property must be assessed at 

100\ of its market value except as otherwise provided. 

(2) (a) Market value is the value at which property 

would change hands between a willing buyer and a willing 

seller, neither being under any compulsion to buy or to sell 

and both having reasonable knowledge of relevant facts. 

(b) If the department uses construction cost as one 

approximation of market value, the department shall fully 

consider reduction in value caused by depreciation, whether 

through physical depreciation, functional obsolescence, or 

economic obsolescence. 

IC) Except as provided in subsection (3), the market 

value of all lllOtor trucks; agricultural tools, 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 national appraisal guide e~ists. 

(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 official 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 

Missouri; 

association, St. Louis, 

(b) for agricultural implements and machinery not 

listed in the official guide, the department shall prepare a 

supplemental manual where the values reflect the same 

depreciation as those found in the official guide; and 

(c) as otherwise authorized in Title 15 and Title 61. 

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

same as appraised value. 

15) The taxable value for all property is the 

percentage of market or assessed value established for each 

class of property. 

16) The assessed value of properties in 15-6-131 

through 15-6-133 is as follows: 

ta) Properties in 15-6-131, under class one, are 

assessed at 1001 of the annual net proceeds after deducting 

the expenses specified and allowed by 15-23-503 or, 

applicable, as provided in 15-23-515 or 15-23-516. 

if 

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

assessed at 1001 of the annual gross proceeds. 

-12-
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tc) Properties in 15-6-133, under class three, are 

assessed at 100\ of the productive capacity of the lands~ 

provided in [section 3], when valued 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 productivity of the land when valued as 

timberland. 

(e) Beginning January l, 1994, 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 th~~een are separately 

assessed when any of the following conditions occur: 

(a) ownership of the improvements is different from 

ownership of the land: 

(b) the taxpayer makes a written request: or 

19 (C) the land is outside an incorporated city or town. 

20 (Subsection (6)(d) terminates January 1, 1994--sec. 19, Ch. 

21 783, L. 1991. )" 

22 NEW SECTION. Section 6. Codification instruction. 

23 [Sections 3 and 4] are intended to be codified as an 

24 integral part of Title 15, chapter 7, part 2, and the 

25 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, 

remains in effect in all valid applications 

severable from the invalid applications. 

the part 

that are 

NEW SECTION. Section 8. Termination. 

terminates January 1, 1997. 

[Section 4 l 

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 l, 1994. 

-End-

-14-



STATE OF MONTANA - FISCAL NOTE 
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 productive capacity of 
irrigated lands; and providing an irranediate 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 valuatioos (tax year 
1992) with estimated valuations under the proposal. 'Ibis 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 inccme to the school foundation program by about $34.5 million, to the university levy by 
$2.2 million and to local governments (including school districts) by $67.2 million relative to current law. 

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 (fiscal year 93) is $40,469,228 (based on average state, county, and school 
mill levies for tax year 1992). 

3. All estimates of the impact of this proposal are based on land schedule parameters and changes to land schedule formulas 
as reconunended by the Agricultural Land Advisory Conrnittee appointed by Governor Stephens (15-7-201(7),MCA) In 
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. 
cl 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 50\ of the incremental change (from current values) 

occurring on Jan. 1, 1994, and the remaining 50\ of the incremental value occurring on Jan.1, 1997. 
(Continued) 
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Fiscal Note Request SB016B, as introduced 
Form BD-15 page 2 
{continued) 

ASSUMPTIONS {continued) 

4. Based on assumption 3 and current statewide 
1, 1994 is estimated to be $3,673,903,367. 
be $141,812,670. 

ag land distribution, the total assessed value under the proposal for Jan. 
The total taxable value under the proposal for Jan. 1, 1994 is estimated to 

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. 
l, 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 $40,825,185 (based on average 
state, county, and school mill levies for tax year 1992). 

B. 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 25Bt over current law producing increased property tax revenues of $103.9 million. 
This increase would be effective Jan. l, 1993. 

FISCAL IMPACT; 

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) 
Although 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 class 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 decrease 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 decrease of •12.2\ (Chouteau County). The maximum increase in county total estimated taxes paid by 
all property is 4.0t for Garfield County and the maximum decrease is ·6.2\ for Chouteau County. 

Taxable Value Shift Between Ag 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 1,r 



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: 

Pro2erty Valuation FY '94 FY '95 
Current Law Pro2osed Law Difference Current Law Pro2osed Law Difference 

FTE 39B.66 408.16 9.50 398.66 398.6 0 

Personal Services $ 11,885,655 $12,113,340 $ 227,685 $ 11,913,545 $ 11,913,545 $ 0 
Operating Expenses 2,180,406 2,214,153 33,747 2,192,109 2,197,077 4,968 
Equipment 222,278 0 0 205,648 0 0 
Debt Service 269,800 0 0 269,800 0 0 

Total $ 14, 55B, 139 $ 14,819,571 $ 261,432 $ 14,581,102 $ 14,586,070 $ 4,968 

General Fund $14,558,139 $ 14,819,571 $ 261,432 $14,581,102 $14,586,070 $ 4,968 
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f TABLE 1 i 
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Change in Taxable Value - - - PHASE IN 
Current vs. Proposal (SB 168) 

Impact to Class 3 Taxable Value 
Current Proposed Percent 

! 

Taxable Value Taxable Value Change 
I 

Impact to Total Taxable Value 
Current Proposed Percent 

Taxable Value Taxable Value Change County 
Beaverhead 
Big Horn 
Blaine 

I 
$2,330,217 $2,708,231 16.2% $15,922,182 $16,300,196 
$3,441,632 3,541,764 2.9% 26,681,354 26,781,486 
$3,889,266 4,057,871 4.3% 13,892,940 14,061,545 

Broadwater $1,027,449 1,089,951 6.1% 14,226,141 14,288,643 

2.4% 
0.4% 
1.2% I 

0.4% l 
: 

Carbo_n ____ _,. __ $c..c2~, 1'-'5~4~, 7-=9_,:_5 __ =2~,2~3_7=,2~55~ ___ 3 __ .8,~%~!---1---~1~7 ,~9~03~•=29~5~_~17~,_98~5~•· 7~5_5 0.5% 
Carter $1,714.560 1,883,117 9.8% 7,357,469 7,526,026 ·· - 2.3% 
cascade $4,937,046 4,733,926 -4.1 o/o 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 $2,126,631 2,355,802 10.8% 14,584,111 14,813,282 1.6% 
Daniels ______ __;_' -~$=i2,c=:3:..73"-',_,_77._1.___ __ 2=-i,_,_40""8=-c .. =.:02=-1'---___ 1'--'.-'-4%=--+---+---6,294,803 6 329 053 0.5% 
Dawson 
Deer Lodge 
Fallon 

$3,040,230 3,204,413 5.4% 18~25-7,665 18,421,848 --(f9•~ 
$231,178 278,995 20.7% 8,769,899 8,817,716 0.5% ! 

$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 21,760,914 -0.8% I 
Flathead _ -~_1,51?J~~9 _ .J,60li_835_ _ 5.7% __ . __ 1 103,0~9,904 __ 103,1_4.§JJ_~_ 0.1% 

1 

Gallatin $2,783,397 2,806,076 0.8% --- 80,995,369___ 81,018,048 0.0% I 
Garfield $2,800,632 3,018,492 7.8% 5,393,469 5,611,329 4.0% 
Glacier , $3,265,126 3,005,304 -8.0% 19,630,260 19,370,438 -1.3% , 
Golden Valley $1,122,288 1,168,022 4.1% 5,153,869 5,199,603 0.9% 
Granite $506,173 565,194 11.7% 7,655,8_67 7,714,888 0.8% 
Hill ~- -$6,830~214 6,682,351 -2.2% 29,941,411 29,793,548 . --0:5% 
Jetterson $549,496 614,878 11.9% 23,342,749 23,408,131 0.3% 
Judith Basin $3,177,281 3,106,967 -2.2% 1 8,952,652 8,882,338 -0.8% 
Lake $1,267,532 1,525,249 20.3% 31,437,674 31,695,391 0.8% I 
Lewis And Clark_ $1,568,243 1,626,794 3. 7% 69 016,382 69,074,933 0.1 % 

I 

Liberty ---$3-;-662,622 3,535,716 .:..3.5%-- 9,568,354 9,441,448 -1.3% f 

Lincoln $112,666 130,535 15.9% 27,564,167 27,582,036 0.1% , 
Madison $2,081,935 2,201,745 5.8% , 20,791,628 20,911,438 0.6% 
McCone $3,452,851 3,508,512 1.6% 7,801,726 7,857,387 0.7% 
Me~~! _ L $1,382,,~7_.,2""-0 ______ _,_1'--',4-=-8..:.J1c=c6~67.___ ___ :..7·c::-2_._,o/o'---l-e-----'8:-J.,cc15::..4:.1.'• 7:..:8:.::6c._ _ ___;8:.,,;2::.:5:.::3:i.:,7c.::3:.:::3 __ 

0
1._2

1 
%%__ : 

1 

Mineral $63,507 69,516 9.5% 8,080,300 8,086,309 
Missoula $457,022 507,354 11.0% 126,303,291 126,353,623 0.0% 

1

1 

Musselshell 
Park 
Petroleum 
Phillips 
Pondera 
Powder River 
Powell 
Prairie 
Ravalli 
Richland 
Roosevelt 
Rosebud 
Sanders 
Sheridan 
Silver Bow 
Stillwater 

$1,528,630 1,575,752 3.1 % 6,878,626 6,925,748 
$1 469,303 1,469,834 0.0% 24,316,869 24,317,400 

$834,373 ll_9_9L 119 ____ J_,_8_'¾_o _ __ _ ____ 1~4,786 _ _ 1,969,532 
$3,577:845 :(670, 136 2.6% 20,295,327 20,387,618 
$4,946,152 4,603,312 -6.9% 14,988,037 14,645,197 
$1,793,774 1,893,608 5.6% 6,368,160 6,467,994 

0.7% 
0.0% 
3.4% 

---0.5% 

-2.3% 
1.6% 

$793,096 941,168 18.7% 12,458,281 12,606,353 1.2% 

I 
I . 
1
1 

f. 

$1,119,949 1,228,517 9.7% 4,358,142 __ 4,466,7_!9_ _ 2.5% 
$1,074,38( 1,164,928 - [4%- -----32,043, 712 32,134,259 QJo/o I 

$3,465,230 3,697,048 6.7% 21,745,758 21,977,576 1.1 % 
$3,789,980 3,752,491 -1.0% 24,801,194 24,763,705 -0.2% 
$2,834,829 3,044,785 7.4% 182,854,693 183,064,649 0.1 % 

_
1 

__ ~35.§,135 411,109 15.4% -+--+-__ 2_4,882.163 24937,137 0.2% 
I $3,539,815 3,521,735 -0.5% 12,018,054 11,999,974 -0.2% 

$193,162 213,722 10.6% 50,333,573 50,354,133 0.0% 
$2,414,761 2,396,851 -0.7% 19,753,669 19,735,759 -0.1% 
$1,335,250 1,387,870 3.9% 8,288,052 8,340,672 0.6% 
$5,194,637 4,989,285 -_4~. O~o/c~·--+---+--1-=5~, 4-=2~7~,3_,:_5_,_9 __ ~1-'-5=, 2=22=-0~□~7~_-_1 . 3% 
$5,107,754 - 4,809,669 .:..5.8% 17,683,716 17,385,631 -1.7% 

$754,598 868,702 15 1 % 4,983,890 5,097,994 2.3% 
$4,797,035 4,843,682 1.0% 25,737,184 25,783,831 0.2% 
$1,319,804 1,387,115 5.1% 7,780,858 7,848,169 0.9% 
$1,132,251 1,148,056 1.4% 4,073,266 4,089,071 0.4% 
$3,688,984 3,806,317 3.2% 198,486,026 1-~~.fj_0~,3~9 0.1 % 

0.05'% j 
.·.· . •.-.-..... : ........ · .. :• -.-... -::.: .. •.·•-····· -:-.-~ ... -.: .. :::-:-. _: -:. -:•::•••••:~::~ :::~::~:•:~::~•:=:•:• ~~«~•••••:::••·•••••·•·:::£:.itL:~:·;:•· 

1,632,622,989 $1,633,430,819 
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TABLE 2 
Change in Estimated Taxes Paid * - - - PHASE IN 

Current vs. Proposal (SB 168) 

Coun_!y 

L Impact to Est.Total Taxes Paid · 1 
Current Proposed Percent , 

Est. Taxes Est. Taxes Change 

'Impact to Class 3 Est. Taxes-Paid-
[ Current Proposed Percent 

Mill§ I Est Taxes Est. Taxes Change 
$5,079,035 $5,199,618 2.4% 
5,637,634 5,658,792 0.4% 
3,692,726 3,737,541 1.2% 
3,400,181 3,415,119 0.4% 

L- 5,43U96 5,4§2,~9_ . _ Q,5_% 
2,05l,~44 2,099,976 2.3% 

35,008,059 34,933,869 -0.2% 
8,004,034 7,510,887 -6.2% 
5,728,105 5,818,115 1.6% 

_ _s.2~4§1__ 2,294&80 _ -- _9.5"& 
6,438,234 6,496,130 0.9% 
3,941,393 3,962,883 0.5% 
1,827,582 1,845,557 1.0% 
7,281,912 7,221,167 -0.8% 

36,491,498 ___ 36J;)21 L904 __ ~o 1%. 
25,802,374 25,809,599 0.0% 

Beaverhead 318.991 $743,319 $863,901 16.2% 
Big Horn 211.29 727,199 748,357 2.9% 
Blaine 265.80 1,033,762 1,078,577 4.3% 
Broadwater 239.01 245,570 260,508 6.1 % 
Carbon ____ 303.71 , 654,443 ___ 679A§7 . 3.8% __ 
Carter 279.03 478,411 525,443 9.8% 
Cascade 365.25 1,803,254 1,729,065 -4.1 % 
Chouteau 315.64 4,035,703 3,542,555 -12.2% 
Custer 392.76 835,263 925,273 10.8% 
Daniels 362_.59 _ _11§Q.71§_ lfn~5 . 1.4%_ 
Dawsori 352]3 1,072,082 1,129,978 5.4% 
Deer Lodge 449.42 103,897 125,386 20.7% 
Fallon 177.81 228,657 246,632 7.9% 
Fergus 331.84 1,991,948 1,931,203 -3.0% 
FlathEl_ad ____ 354.08 --- 537,480 ____ 567,887 5.7% _ 
Gallatin 318.57 886,696 893,920 M% 

1,496,181 1,556,616 4 0% 
4,749,856 4,686,988 -1.3% 

Garfield 277.41 776,912 837,348 7.8% 
Glacier 241.97 790,050 727,181 -8.0% 

1,281,240 1,292,609 0.9% 
2,295,187 2,312 881 0.8% 
8,179,053 8,138,661 -0.5% 
6,377,245 6,395,108 0.3% 

Golden Valley 248.60 278,998 290,368 4.1% 
Granite _ 299.79 ---1.fil..,_748 169442 11.7% 
Hill _______ --- 273.17 1,865,800 1,825,408 -2.2%-
Jefferson 273.20 150,122 167,985 11.9% 

2,588,709 2,568,377 -0.8% 
9,066,317 9,140,640 0.8% 

~Q95,509 24,115,951 0.1% 
' 2,765,985 2,729,299 -1.3% 

7,786,759 7,791,807 0.1% 

Judith Basin 289.16 918,728 898,397 -2 2% 
Lake 288.39 , 365,544 439,867 20.3% 
Lewis And Clark 349.13 547 517 567,958 3.7% 
Uberty 2 .08 1,058,m 1,022,092 -3.5% 
Lincoln 282.50 31,828 36,875 15.9% 
Madison 244.95 509,968 539,316 5.8% 5,092,891 5,122,239 0.6% 

2,444,762 2,462,204 0.7% 
--- 1,974,818 ___ t998,779 ____ _1.2% 

2,810,850 2,812,940 0.1% 

McCone 313.36, 1,081,991 1,099,433 1.6% 
Meagher _ 2~2.1~J_ __ 334,849 _ 35~810 7.2%_ 
Mineral 347.86 22,092 24,182 9.5% 
Misscula 380.49 173,890 193,041 11.0% 48,056,636 48,075,787 0.0% 
Musselshell 228.85 349,823 360,606 3.1% 1,574,154 1,584,937 0.7% 
Park 272.59 400,520 400,664 0.0% 6,628,575 6,628,719 0.0% 

580 884 600 628 3.4% --;r,~sso--- 4.3G~- ------o:5% 
4,512,833 4,409,606 -2.3% 

Petroleum _ 304.96 __ 2~~45Q __ ?74,195 7,~% 
Phillips 214.33 766,831 786,612 2.6% 
Pondera 301 .10 1,489,265 1,386,037 -6.9% 
Powder River 323.14 579,635 611,895 5.6% 2,057,789 2,090,049 1.6% 

4,065,760 4,114,083 1.2% 
\--- 1,176 524 1JQ§L833 2.5% _ 

9,650,327 9,677,596 0.3% 

Powell 326.35 I 258,827 307,150 18.7% 
Prairie 269_.96 J 302,341 ~_31,_650 9.7% 
Ravalli 301. 16 , 323,562 350,831 8.4% 
Richland 233.33 I 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 5,918,501 -0.2% 
Rosebud 137.24 389,043 417,857 7.4% 25,094,404 25,123,218 0.1% 
Sanders 261 14 93,000 ____ 107.._356_ 15.4% 
Sheridan 232 97 824,679 820,467 -0.5% -

'---_ 6,497,61L 6,5j_g,_OQ:3___0,2%~ 
2,799,875 2,795,663 -0.2% 

Silver Bow 418.60 80,857 89,464 10.6% 21,069,599 21,078,205 0.0% 
Stillwater 259.77 627,291 622,638 -0.7% 5,131,479 5,126,826 -0.1% 
Sweet Grass 300.55, 401,309 417,124 3.9% 2,490,970 2,506,785 0.6% 

4 794 439 -Q.30 621 -1.3% 
4,269,639 4,197,668 -1.7% 

Teton 310 78_;_ _1,(;_1_4,364 . 1L55M46 -4.0% 
Toole 241.44 ! 1,233,240 1,161,269 -5.8% 

1,333,539 1,364,070 2.3% 
8,221,895 8,236,796 0.2% 
2,218,326 2,237,517 0.9% 

824,429 827,628 0.4% 

Treasure 267.57 I 201,908 232,439 15.1% 
Valley 319.46 I 1,532,441 1,547,343 1.0% 
Wheatland 285.1 O I 376,277 395,467 5.1 % 
Wibaux 202.40 , 229,168 232,367 1.4% 
Yellowstone 306.00 1,_128,830 1 J§4,73_4 3 2~ 60,736,784 60,772,687 0.1% 

Statewide $40,469,228 $40,647,206 0.4% $480,248,847 $480,426,826 0.04% 

::.:}.~-.:1: 

• NOTE Estimated taxes are calculated using average__state, county and scncio1_rn1Ulllvills 
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TABLE 3 

Change in Taxable Value Per Acre --- PHASE IN 
Current to Proposal (SB 168) 

Taxable Value Per Acre~ 
---- ----------- --

- - -- --· 
Percent 

! Land Type Acres Current ... f'r9p_Q§~d. Change 
--------- ---

Irrigated 1,466,922 $9.17 $11.28 23.0% 

Grazing 35,659,230 $1.06 $1.11 5.0% 

Continou~ 
I Cropped ay 1,059,590 $5.22 $7.08 35.7% 

: Non Irrigated 
i Summer Fallow 12,162,308 $6.83 $6.33 -7.4% 
I • 

Non Irrigated 
: Continously Cropped . _69L947 .$16.fil_ ·- $16.11 . -1.6% 

Statewide J;0,±1 _7, ~.9? ---- ------
$2.80 $2.81 0.6% 

. 



STATE OF MONTANA· FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB0168 second reading. 

DESCRIPTION OF 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. 

2. 

3. 

4. 

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

The current tax rate for 

Estimated taxes paid by class three property (FY93) is $40,469,228 (based on average state, county, and school mill 
levies for tax year 1992). 
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). In 
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. 
c) 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 taxable valuation change due to the proposal is phased in over four years beginning Jan. 1, 1994. 

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. 
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Office of Budget and Program Planning 
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Fiscal Note Request, SB0168. second reading 
Form BD-15 page 2 
( continued) 

ASSUMPTIONS (continued): 
5. Estimated taxes paid by class three property under the proposal for FY95 is $40,558,217 (based on average state, county, 

and school mill levies for tax year 1992). 
6. If new agricultural land schedules are calculated under existing law (15-7-201. MCA). the result will be a..~ increase in 

the taxable value of class three by 258\ over current law. This increase would be effective Jan. l, 1993. 
7. 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 3.86\. This increases the total taxable value of ~his property 
to $75,323,580. 

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

FISCAL IMPACT: 

Revenues: 
The impact of the proposal begins with the phase in taxable values replacing current taxable values Jan. 1, 1994 (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. 

Ag Land Taxable Value Shift Between Counties (Tables land 2) 
Although the proposal is statewide revenue neutral with respect to ag land, there is shifting of ag land taxable 
valuation between counties. '111e impacts range from a maximum increase in class three taxable valuation of 10.3t (Deer 
Lodge County) to a maximum decrease in class three taxable valuation of -6.lt (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.lt (Chouteau County). 

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

Impact Due to Combining Class Eleven Farmstead Property with Class Four Property: 
'111e proposal results in a total increase in property tax revenue of $4,463,000 in FY95 and subsequent fiscal ~~ars. The 
results are summarized in the tables below: 

s I!> I,( _;.1,,-



Fiscal Note Request, SB0168, second reading 
Form BD-15 page 3 
( continued) 

FISCAL IMPACT: (Cont i:med) 

Increase to State Funds: 

FY94 FY95 
Universities (02) $ 0 $ 90,000 
School Foundation (02) 0 1,431,000 

Total $ 0 $ 1,521,000 

In=egse to Local Governments: 
FY:14 FY95 

Counties $ 0 $ 1,184,000 
Local Schools 1,758,00Q 

Total $ 0 $ 2,942,000 

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 

Current Lgw 
398.66 

$ 11,885,655 
2,180,406 

222,278 
269 800 

$ 14,558,139 

$14,558,139 

FY '94 
Proposed Law Difference 

408.16 9.50 
$ 12,113,340 $ 227,685 

2,214,153 33,747 
0 0 
Q 0 

$ 14,819,571 $ 261,432 

$14,819,571 $ 261,432 

FY '95 
Current Law Proposed Law Differeni;;e 

398.66 398.6 0 
$11,913,545 $11,913,545 $ 0 

2,192,109 2,197,077 4,968 
205,648 0 0 
269,800 0 0 

$ 14,581,102 $ 14,586,070 $ 4,968 

$ 14,581,102 $14,586,070 $ 4,968 

~a ,,f"-t.tz, 
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TABLE 1 
c=h~a_n_g_e~in~T="axable Value --- 1st YEAR PHASE IN (25%) 

Current vs. Proposal (SB 168, 2nd reading) 

County 

IQ or 
Be ave mead 
B' H n 
Blaine 
Broadwater 
Carbon 
Carter 
Cascade 
Chouteau 
Custer 
Daniels 
Dawson 
Deer Lodge 
Fallon 
Fergus 
Flathead 
Gallatin 
Garfield 
Glacier 
Golden Valley 
Granite 
Hill . 
Jefferson 
Judith Basin 
Lake 
Lewis And Clark 
Liberty 
Lincoln 
Madison 
McCone 
Meag~er -- -----------
Mineral 
Missoula 
Musselshell 
Park 
Petroleum 
Phillips- - -·--------

Pondera 
Powder River 
Powell 
Prairie 

- - . 

Ravalli 
Richland 
Roosevelt 
Rosebud 
Sanders 
Sheridan 
Silver Bow 
Stillwater 
Sweet Grass 
Teton 
Toole 
Treasure 
Valley 
Wheatland 
Wibaux 
Yellowstone 

Statewide 

I 
I 

' 

. Impact to County Total A_g_L.and Taxable Value 
Proposed Percent 

Current (25% Phase in) ... Change 

' ' 

$2,330,217 
$3 441 632 
$3,889,266 
$1,0Zl,449 
$2,154.795 
$1,714,560 
$4,937,046 

$12,785,972 
$2,126,631 
$2,373,771 
$3,040,230 

$231,178 
$1,285,985 
$6,002,715 
$1,517,960 
$2,783,397 
$2,800,632 
$3,265,126 
$1,122,288 

$506.173 
$6,83J,214 

$549,496 
$3,177,281 
$1,267,532 
$1,568,243 
$3,662,622 

$112,666 
$2,081,935 
$3,452,851 
$1,382,720 

$63,507 
$457,022 

$1,528,630 
$1,469,303 

$834,373 

$2,519,224 
$3491 698 

' ' $3,973,569 
$1,058,700 
$2,196.025 
$1,798,838 
$4,835,486 

$12,004,774 
$2,241,216 
$2,390,896 
$3,122,321 

$255,086 
$1,336,533 
$5,911,188 
$1,560,898 
$2,794,736 
$2,909,562 
$3,135,215 
$1,145,155 

$535684 
$6,756,282 

$582,187 
$3,142,124 
$1,396,390 
$1,597,519 
$3,599,169 

$121,600 
$2,141,840 
$3,480,682 
$1,432,193 

$66,511 
$482,188 

$1,552,191 
$1,469,568 

---·-·· --•~---
$866,746 

$3,577,845 $3,623,990 
$4,946,152 $4,774,732 
$1,793,774 $1,843,691 

$793,096 $867,132 
_ --~Ll 19,949 ___ . _ . . 

. $1,174,233 
$1,074,381 $1,119,655 
$3,465,230 $3,581,139 
$3,789,980 $3,771,235 
$2,834,829 $2,939,807 

$356,135 $383,622 
$3,539,815 $3,53J,775 

$193,162 $203,442 
$2,414,761 $2,405,806 
$1,335,250 $1,361,560 

- ~§ ,19_•M3I 
$5,107,754 

- ·-· . $5_,Q~_!,!.)61 .. 
$4,958,712 

$754,598 $811,650 
$4,797,035 $4,820,358 
$1,319,804 $1,353,460 
$1,132,251 $1,140,154 
$~L~!l!!.,~84 $3,747,650 

$141,004,840 $141,408,755 

8.1% 
1 5% 
2.2% 
3.0% 
1.9% 
4.9% 

-2.1% 
-6.1% 

5.4% 
0.7% 
2.7% 

10.3% 
3.9% 

-1.5% 
2.8% 
0.4% 
3.9% 

-4.0% 
2.0% 
5.8% 

-1.1% 
5.9% 

-1.1% 
10.2% 

1.9% 
-1.7% 

7.9% 
2.9% 
0.8% 
3.6% 
4.7% 
5.5% 
1.5% 
0.0% 
3.9% --~-
1.3% 

-3.5% 
2.8% 
9.3% 
4.8% 
4.2% 
3.3% 

-0.5% 
3.7% 
7.7% 

-0.3% 
5.3% 

-0.4% 
2.0% 

-2.0% 
-·- ··-

-2.9% 
7.6% 
0.5% 
2.6% 
0.7% 
1.6% 

0.3% 

:·~· 
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TABLE 2 I 
I' 

Change in Estimated Taxes Paid --- 1st YEAR PHASE IN (25%) I Current vs. Proposal (SB 168, 2nd reading) 
::::: 

lmDact to County Ag Land Estimated Taxes Paid 
:::; 

Proposed Percent 
;J 

County Current (25% Phase in) Change ~'.!~ 
~:· 

Beaverhead $743,319 $803,610 8.1% 
~:"· 

}: 

Big Horn 727,199 $737,778 1.5% 

Blaine 1,033,762 $1,056,169 2.2% 
Broadwater 245,570 $253,039 3.0% :•· 

❖ 

Carbon 654,443 $666 965 1.9% 
:,:, 

Carter 478,411 $501,927 4.9% 
)i 

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% ~~;1 
Daniels 860,716 $866 926 0.7% {i 
Dawson 1,072,082 $1,101,030 2.7% 

I Deer Lodge 103,897 $114,642 10.3% 

Fallon 228,657 $237,644 3.9% 

Fergus 1,991,948 $1,961,576 -1.5% ' 
Flathead 537,480 $552,683 2.8% :: 
Gallatin 886,696 $890,308 0.4% 

Garfield 776,912 $807,130 3.9% 'ii r~ 
Glacier 790,050 $758,615 -4.0% 

.. 
I 

Golden Valley 278,998 $284,683 2.0% J: 
Granite 151,748 $160 595 5.8% 

!.i,! 
Hill 1,865,800 $1,845,604 -1.1% 
Jefferson 150,122 $159,054 5.9% 

·•~: 
1 

Judith Basin 918,728 $908,563 -1.1% 
-~:. 

Lake 365,544 $402,705 10.2% fi; 
Lewis And Clark 547 517 $557 737 1.9% 

:J ::~: 

Liberty 1,058,777 $1,040,435 -1.7% 
-:;: 

.:ic 

Lincoln 31,828 $34,352 7.9% 
:;:~ 
~::-., 

Madison 509,968 $524,642 2.9% 
.;,· 

McCone 1,081,991 $1,090,712 0.8% ~i 
Meaaher 334.849 $346 830 3.6% j 
Mineral 22,092 $23,137 4.7% i 
Missoula 173,890 $183,466 5.5% 

$.; 

Musselshell 349,823 $355,214 1.5% :/ 

Park 400,520 $400,592 0.0% r-
Petroleum 254,450 $264 323 3.9% ·A 

ii 
Phillips 766,831 $776,721 1.3% ., 

.::~ 
Pondera 1,489,265 $1,437,651 -3.5% ) 
Powder River 579,635 $595,765 2.8% :::: 

❖-' 

Powell 258,827 $282,988 9.3% l 
Prairie ~.34 L _ _ $316,996 4.8% 

:::· 
- -- -- . ·--- -·---- --- - --- f:. 

Ravalli 323,562 $337,197 4.2% t 
Richland 808,552 $835,598 3.3% li 
Roosevelt 905,801 $901,322 -0.5% ·~·· 
Rosebud 389,043 $403,450 3.7% 

1: 
Sanders 93,000 $100 178 7.7% 
Sheridan 824,679 $822,573 -0.3% 
Silver Bow 80,857 $85,161 5.3% f 
Stillwater 627,291 $624,965 -0.4% 

!.; Sweet Grass 401,309 $409,216 2.0% 
Teton t 614,364 $1.582 455 2.0% •i 

Toole 1,233,240 $1,197,255 -2.9% II 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% 
Yellowstone 1,128,830 $1,146,782 1.6% --
Statewide $40,469,228 $40,558,217 0.2% 

~:-:~•:::,. ·' : ,; ~ . ' •' : •' ,,•,::.. . '• , •,,: . -~'~::::,':'.~~:,:~•:. --~:::::~::;,~,. , , : ,;l , ', :;:!~~;o:~::... ,.: ::0: ,: , ,' 'h • ,., ,:,: :i ❖ 

• NOTE: Esti_mated taxes are calculated using average state, county and school mlll levles. _:_] 



TABLE 3 

Change in Taxable Value Per Acre --- 1st YEAR PHASE IN (25%) I 

Current to Proposal (SB 168 2nd Reading) 

Land Tyi:1e ____ Acres 
-- ---------·· 

Irrigated 1,466,922 

Grazing 35,659,230 

Continou~ 
Cropped ay 1,059,590 

Non Irrigated 
Summer Fallow 12,162,308 

Non Irrigated 
Continously Cropped 69,947 

Statewide 50.417,997 

Current 

$9.17 

$1.06 

$5.22 

$6.83 

$16.67 

$2.80 

Proposed Percent 
(25% Phase in) Change 

$10.22 11.5% 

$1.08 

$6.15 

$6.58 

$16.54 

$2.80 

2.5% 

17.8% 

-3.7% 

-o.8% I 

I
I 

0.3% 

I 

I 

I 
' .. 



53rd Legislature SB 0168/02 

APPROVED BY COMMITTEE 
ON TAXATION 
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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 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 THHEE PROPERTY 

BETWEEN REAPPRAISAL CYCLES; PHASING IN 8¥BR-'PW8--RBAPPRAtSAh 

eYebBS THE CHANGE IN THE PR8BBe~t¥B-eAPAet~Y 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 COSTSL IN DETERMINING TBE PRODUCTIVE CAPACITY OF 

IRRIGATED LANDS; ELIMINATING CLASS ELEVEN FARMSTEAD PROPERTY 

BY COMBINING IT ~ITH CLAS~_FOUR PROPERTY; AMENDING SECTIONS 

7-13-2?27, 15-6-133, 15-6-134, 15-7-201, ANB--l5-8-¼llT 

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

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, AN 

APPLICABILITY DATE, AND A TERMINATION DATE." 

~·--
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SB 0168/02 

WHEREAS, THE MONTANA LEGISLATURE ADOPTED A PLAN IN 1~75 

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 

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 BETWE~N REAPPRAI~AL CYCLES BY ADJUSTING 

TAX RATES;_ AND 

WHEREAS, THE MONTANA LEGISLA_TURE _ DESIRES TO KEEP THE 

TOTAL TAXABLE VALUE OF AGRICULTURAL LAND CONSTANT DESPITE 

REAPPRAISAL;_ AND 

WHEREAS, THE N~ METHOD OF DETERMINING PRODUCTIVE 

CAPACITY OF VARIOUS ~UBCLASSES 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 
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SB 0168/02 

APPROPRIATE TO PROVIDE FOR THE REAPPRAISAL OF AGRICULTURAL 

LAND 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. 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 claims outside the 

limits of an incorporated city or town held by an owner for 

the ultimate purpose of developing the mineral interests on 

the property. For the purposes of this subsection (l)(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 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 

9tteh the improvements are located and that is reasonably 

required for the use of the improvements. 

-3- SB 168 
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SB 0168/02 

(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 •p•-of-¼ts-prodacti•e-eapaeity ~licable to 

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

f3t--Bnt¼i-on¼y-l7-l9867-the-taxabie-pereentage-rate-•P• 

Eor-c¼aas-three-preperty-is-381e 

f4t--Pr¼or--to--oniy--l7-l9867-the-department-of-re•enue 

aha¼¼-determ¼ne-the-taxab¼e-pereentage-rate--•pu--app¼¼eabie 

to--e¼aaa-three-property-for-the-re•alttat¼on-eyele-beg¼nn¼ng 

oanuary-l7-¼986T-as-fo¼lowa~ 

tat--~he-d¼reetor-of-the--departaent--of--re•enue--aha¼¼ 

eert¼fy--to-the-go•ernor-before-on¼y-l7-¼9867-the-pereentage 

by-wh¼eh-the-appra¼aed-yalne-of-al¼-property--¼n--the--atate 

e¼aseitied--ander--c¼ass--three--as--0£-danttary-¼7-¼9867-ha■ 

inereased-dae-to-the-reYa¼aation-condtteted--ander--¼5-~-¼¼¼e 

~his---tigttre---ie---tfte---•eertified--statewide--pereentage 

increase•a 

tbt--~he-taxabie-•aiaa-af-property--¼n--e¼aaa--three--¼s 

determined---as---a--fanetian--of--the--eertified--statew¼de 

pereenta9e-inereaee--in--aeeardanee--with--the--tab¼e--shown 

De¼ova 

tet--~h¼a-table-¼¼m¼ta-the-atatew¼de-¼nereaae-¼n-taxab¼e 

•a¼aation--resa¼ting--£ro■-reappraisa¼-to-81a-¼n-ea¼ea¼ating 

-4- SB 168 
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the-pereentage-inerease7-the--departaent--may--net--eensider 

agriett¼tttra¼-nae-ehangea-dttring-ea¼endar-year-¼985T 

tdt--~he---ta•ab¼e--pereentage--mttst--be--ea½ett¼ated--by 

interpelation-to-eeineide--with--the--nearest--wftele--namber 

eertified--statewide--pereentage-inerease-freffl-tfte-£o¼¼owing 

tabte~ 

eertitied-Statewide 

Pereentage-~nerease 

-8 

t9 

i!8 

ii& 

48 

58 

e¼ass-~hree-~axab¼e 

Pereentac;e-at.P• 

39T89 

i!'hi!'1 

i!5T88 

i!,h88 

i!,h4il 

i!8T88 

tSt--After-~tt¼y-½7-½9867-no-ad;ttatment-may--be--,...de--by 

the--depart•ent--te--the-taxab¼e-pereentage-rate-•P•-anti¼-a 

reTa¼ttatien-has-been-aade-as-previded-¼n-¼S-?-¼¼¼T" 

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

"lS-7-201. (Teaporary applicable to 1986 land 

valuation schedules) Legislative intent value of 

agricultural property. (l) Since Be1c_ause the maeket value of 

22 many agricultural properties is based upon speculative 

23 purchases which that do not reflect the productive 

24 capability of ag<icultu<al land, it is the legislative 

25 intent that bona fide agricultural propeeties she½½ be 
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classified and assessed at a value that is exclusive of 

values attributed to urban influences 

purposes. 

( 2) Ag<icultural land shat½ ~ 

0< speculative 

be classified 

according to its use, which classifications sfta¼¼ include 

but are not be limited to irrigated use, nonirrigated use, 

and grazing use. Within each class, land aha¼¼ ~ be 

assessed at a value that is fai<ly based on its ability to 

produce, taking into consideration the classification system 

in existence an January 1, 1986, providedT-hewe•erT that the 

depaetment may consolidate tillable i<rigated land classes. 

With relation to irrigated land, water costs aha¼¼!!!:!.!!_ be 

taken into consideration, except at no time may the 

eesulting value of i<<igated land be reduced below the value 

sttch that the land would have if it were not ir<igated. 

(3) Capital costs, such as improved water distribution, 

fertilizer, and land shaping that increase productivity, 

shat½~ not be used in determining assessed values. 

15-7-201. (Applicable to t993 1994 and later land 

valuation schedules) Legislative intent value of 

ag<icultural p<operty. (11 Sinee ~ecause the maeket value of 

many agricultural properties is based upon speculative 

purchases wh~ch that do not reflect the productive 

capability of agricultural land, it is the legislative 

intent that bona fide ageicultural peope,ties ahatt be 

-6- SB 168 
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exclusive of 

speculative 

classified 

according to its use, which classifications aha¼¼ include 

but~ not be limited to irrigated use, nonirrigated use, 

and grazing use. 

(3) Within each class, land ahall--be-asseased-at-a 

va¼tte-thae-is-fair¼y-baaed-en-¼ea-predttet¼ve--eapae¼ty must 

be subclassified by production categories. Production 

categories are determined from the productive capacity of 

the land based on ¥ield. 

( 4) In computing the agricultural land valuation 

schedules to take effect on tbe-date--that--tfte--reva¼tta~ien 

eyele--e.,..enein9--oanaary-i7-¼9967-takes-effeet-paraaant-to 

¼S-~-lll January l, 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) Vis 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 

determined by-the-depart■ent-asing-the-fer■aia-f-•-tP---et-S 
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whereo 

t¼t--¼-is-~fte-per-aere-nee-ineoae; 

tiit-P--ia--tne--per-anit--priee--of-the-e....odity-being 

prodaeed~ 

tiiit-e-is-tne-per-anit-prodaetion-eest-of-the-eomaodity 

being-prodaeed~-and 

ti•t-H-ia-the-yie¼d-¼n-aniea-per--aere !!,___,,E,rovided in 

subsection (5); and 

(c) R is the capitalization rate te-be-deter■ined-by 

the-depart■ent-as-pre•ided-in-sabaeetion-t9t and is equal to 

6.41. This capitalization rate must remain in effect until 

new agricultural land valuation schedules are computed as 

required by law. 

tSt--Net-ine.,.e-ahall-be~ 

tat--ealealated-for-eaeh-year-ef-a-base-period7-whieh-ia 

the-aest-reeent-3-year-per¼ed-fer-whieh-da~a-are--a•ai¼ab¼e7 

prier--te-a-re¥a¼ttatie"-ef-preperey-aa-pro•ided-in-¼5-i-¼¼¼, 

and 

tbt--based-en-eoU1edity-priee-and-prodaetion--eest--data 

fer--the--baae-per¼ed-fr&m-stteft-aettrees-aa-may-be-considered 

appropriaee-by-the-depart111ent7-whieh-searees--shall--inelade 

Montana-atate-nni•ersi~Y• 

(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, 
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grazing fees, crop share arrangements, and p~edtteeien WATER 

cost data for the base ~riod. 

(I) Commodity price data7 AND grazing fees7---end 

prodaet¼en--eese--data for the base period must be obtained 

from the Montana Agricultural Statistics and from the 

Montana crop and livestock reporting service. 

(II) CROP SHARE ARRANGEMENTS ARE BASED ON THE RENTAL 

VALUE OF THE LAND AND AVERAGE LANDOWNER COSTS. 

(Ill) ALLOWABLE WATER COSTS CONSIST ONLY OF TIIE 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, SIDE ROLL, AND LATERAL 

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

AND FLOOD IRRIGATION SYSTEMS. 

(Bl 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 PRESCRIBED BY 

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

EVENT THAT NO ENERGY COSTS WERE INCURRED IN 1992 1 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 REFLECT 

COSTS IN 1992. 

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

alfalfa BAY, ADJUSTED TO 80\ OF SALES PRICE, and the base 

-9- SB 168 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0168/02 

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 

dataT ANO grazing fees7-and-pred~eeion-eost-data referred to 

in subsection (S)(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-¼eweet-and--highest 

prodaetien-eeata in the period. 

t6t--~e--the--degree--e•a¼¼eb¼e7--the--department--aha¼l 

eeap¼¼e~ 

tet--eemmedit7--priee-deta-ref¼eetin9-the-eYerege-prieea 

reeeiwed--per--~nit--ef--meaeare--by--Mentana--Ear11ers---and 

renehersT--Bneh--deta--me7-be-ebteined-fre■-a¼¼-9eegrephiee¼ 

erees-ef-the-etateT--eea■odit7--prieea--1U17--¼ne¼ade--wheet7 

bar¼ey7--a¼Ea¼fa--hay7--grass--hay7-eorn-for-grain7-eern-fer 

ailege7-snger-beete7-dr7-beena7-petateea7-eett¼e7-end-aheepT 

6e•ern11ent--pa7aenta--1U17--be--eena¼deredT--~7piee¼---rentel 

arrange■ene■--y-be-eensidered• 

tbt--prodaetien--eeat--data-ref¼eeting-eyerege-eests-per 

anit-of-■eaeare-paid-by-Mentana-tarmers-and--ranehers.--saeh 

da~a--may--be--obtained--fro■--a¼¼-geograpftiea¼-areae-ot-the 

etate•-Saeh-pr&ddetion-eoete-aay-ineiade-eests--re¼ating--to 
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trri9atien7--fertilization7--fae¼7-seed7-weed-eontro¼7-hired 

¼abor7-aana9e■ent7-¼ftsttranee7-repairs-and--maintenance7--and 

•i■ee¼¼aneoas--itemsT-Yariat¼one-in-speeific-prodttction-cast 

data7-when-a££eeted-by-different-¼eve¼s-of--prodaction7--and 

typiea¼-rentai-arrangements-may-be-eonsiderede 

(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---Mofttana--ataee--aniversity--and--ad•ise--the 

depart■ent-en-the-¼■pie■entat¼on-or-snbsect¼ons-tit--thron~h 

t6t reguired 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 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. 

t8t--Net-incoae-aha¼i-be-deter■ined-separateiy-for-¼and■ 

¼fl-irrigaeed-ttse7-nenirrigated--aae7--and--9ra■in9--ttae--and 

eha¼¼--be--ea¼eu¼ated--fer--eaeh--aae--and--produetien-¼e•e¼ 

accord¼ng-te-the-pro•¼aiona-of-attbaect¼ons-t4t-throttgh-t~tT 

t9t--~he-cap¼ta¼¼eatien-rate--ahaii--be--ca¼cu¼ated--for 
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each--year--of--the--baae--per¼ed--and-ia-the-annna¼-a•erage 

¼nterest-rate-on--agr¼euitttral--ioana--a■--reported--by--the 

federa¼--iand--bank-aa■oeiat¼en-of-Spokane7-Waah¼ngton7-p¼tta 

the-ef£eet¼•e-ta•-rate-in-Mentana. 

t¼8t-~he-effeet¼•e-tax-rate-shaii-be-caicu¼ated--by--the 

department--ter-eaeh-year-ef-the-baae-peried-by-di•iding-tfte 

tota¼-est¼■ated-taz-due-en-agrien¼tnral-iand-¼n-the-atate-by 

the-teta¼-prednetiwe-eapaeity-•a¼ae-ef-a9rieu¼tura¼-¼and--¼n 

the-atate .. " 

NBW-SBB~%8NT--Seetlett-l~-Ph•sein--or--agriett¼tttea¼-¼ane--

va¼aesT-~he-inerease--er--deereaae--ift--predneti•e--eapaei~y 

•ainea--of--agr%Cttltnra¼-iand-deter■¼ned-in-i5-i-i9i-•aat-be 

phaaed-in-oyer-two-reappraiaa¼-eye¼es7-ae-fellewa~ 

tlt--~or-the--re•alnation--cyeie--beg¼nn¼ng--aannary--¼7 

i9947--and--end¼n9--Bece■ber-3¼7-¼9967-the-aaaessed-••¼ue-of 

agriettltara¼-land-in-eaeft-iand-nae-and--predaetien--eategery 

mns~--inerease--or-deereaae-by-59t-e£-tfte-di££erenee-between 

~fte--predttetiwe--eapaeity---•alae---of---a9riea¼tura¼---¼and 

deter■¼ned-¼n-¼5-i-i&l-for-¼994-¼and-•a¼nat¼on-schedniea-and 

tfte--aaseased--•a¼tte-ef-agriett¼tnra¼-¼and-as-ot-9eeelllber-3¼T 

i993T 

tit--Beg¼nn¼n9-aannary-i7-i99i7-the--assessed--••ine--of 

agr¼ea¼tara¼--¼and--in-eaeft-land-ttse-and-prodaetien-category 

■n■t--be--¼881--of--the---prodnet¼•e---eapaeity---•alue---of 

agr¼eaiturai-¼and-deter■¼ned-¼n-¼5-i-i8¼T 
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t6t--The---asseesed--•a¼ae--of--preperties--ift--¼5-6-l3l 

threttgh-15-6-133-ie-as-fellevs~ 

tat--Propert¼es--in--¼5-6-¼3¼7--ttnder--e¼ass--eftey---are 

aseessed--at-i881-o£-the-annttal-net-proceeds-a£ter-de~tteting 

the-expeftses-speei£ied--aftd--alleved--by--l5-z3-563--erT--i£ 

applieable7-as-pre~ided-in-lS-z3-515-er-l5-z3-5l6. 

tbt--Properttes---in--¼5-6-¼3i7--tlnder--e¼ass--two7--are 

assessed-at-¼88t-o£-tfte-annaa¼-gross-proeeedso 

tet--Propert¼es-¼n--¼5-6-¼33,--ander--e¼ass--three7 --are 

assessed-at-1881-ef-the-predaetiwe-eapaeity-ef-the-¼aftdsz=!!!. 

prowided--in--fsect¼on--3fT wften--•a¼aed--£or--agrieu¼tttra¼ 

parpeses.-All-lands-that-meet-the-qaali£ieatiens-ef-l5-i-i8z 

are-wa¼aed-a■-agr¼en¼tnra¼-¼ands-for-tax-pnrposes• 

tdt--Beginning--aanaary-¼T-l9987-aftd-endtftg-&eeember-3¼T 

¼9937-propert¼es-in-¼5-6-¼•37-ttnder-e¼aes-ten7-are--aasessed 

at--1681--et--the--eembifted--eppraised-Yaltte-ef-the-ataftdiftg 

t¼mber-and-graming-prodaeei•ity-ef-the-¼end-when--•aiued--es 

t¼mber¼and• 

tet--Beginn¼ftg--aaftttBry-lT-l9947-preperttea-in-l5-6-l43T 

ttnder--eiasa--ten7--are--asaeaaed--at--¼88l--0£--the--ferest 

predttetiw¼ty-•a¼tte-ef-the-¼and-vheft-Ya¼aed-as-fereat-¼andT 

tit--baftd-and-the-tmprewe■eftts--thereeft--are--aeparately 

essessed-when-any-of-the-fo¼¼owing-conditiens-oeear~ 

tat--ownerehip--0£--the--¼■pro•e■ents--¼s-d¼fferent-fro■ 

evnerahtp-ef-the-laftd7 
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tbt--the-taKpayer--~ea-a-writteft-re~ttest;-or 

tet--the-¼and-ia-oataide-an-¼neerperated-eity--or--townT 

tSttbseetieft--t6ttdt-term¼nates-a■nttary-l7-l994--seeT-l9T-ehT 

7B3T-hT-¼99l.t• 

NEW SECTION. SECTION 3. PHASE IN OF THE TAXABLE VALUE 

OF AGRICULTURAL LAND. THE INCREASE OR DECREASE IN TAXABLE 

VALUE OF AGRICULTU= LAND RESULTING FROM THE CHA__NGE IN THE 

METHOD OF DETERMINING PRODUCTIVE CAPACITY VALUE UNDER 

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

FOLLOWS: 

Ill FOR THE YEAR BEGINNING JANUARY 1 1 1994, AND ENDING 

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

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR 

DECREASE FROM THE DECEMB~R 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 31, 1993. 

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

DECEMBER 31 1 1995, THE TAXABLE VALUE OF AGRICULTURAL LAND IN 

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR 

DECREASE FROM THE DECEMBER 31 1 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 Tlll!EE TAX RATE AND THE TAXABLE 
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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, 1993, VALUE BY 75\ 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, 

(4) BEGINNING JANUARY l, 1997, THE TAXABLE VALUE OF 

AGRICULTURAL LAND IN EACH LAND USE AND PRODUCTION CATEGORY 

IS EQUAL TO 1001 OF THE PRODUCTIVE CAPACITY VALUE OF 

AGRICULTURAL LAND DETERJ(INED 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 !,_HAR~ ARRANG~~ AND OTHER ISSUES INVOLVING THE 

ASSE~SMENT AND V~UA1ION OF AGRICULTURAL LAND. THE 

MEMBERSHIP 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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i.Q1 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 GOVERNMENT. 

(2) THE COMMITTEE SHALL REVIEW WATER COSTS AND CROP 

SHARE ARRANGEMENTS ASSOCIATED WITH IRRIGATED LANDS AND 

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

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 

~ 

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

"7-13-2527. Liat of property owners, (l) A copy of the 

order creating the district sha¼¼ ~ be delivered to the 

county assessor of each county within the district. 

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

9*•en each year, prepare and certify a list of all persons 
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owning class four er-e¼asa-ele¥@ft property within etteh the 

district and deliver a copy of stteh the list to the board of 

trustees of aaid 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: 

(a) all land except that specifically included in 

another class; 

(b) all improvements, including trailers or mobile 

homes used as a residence, except those 

included in another class; 

specifically 

{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 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, 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 yardSTL 

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 beneath 

the agricultural improvements. The l acre must ~~alued 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)L and (l)(b)~ 

1.!.l.i!'.l is taxed at 3.861 of its market value. 

(b) {i) Property described in subsection {l)(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 

$ 0 - $1,000 $ 0 - $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 50\ 

6,001 - 7,000 7,201 - 8,400 60\ 
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8,001 - 9,000 

9,001 - 10,000 

SB 0168/02 

70\ 

80\ 

90\ 

(ii) The income 

8,401 -

9,601 -

10,801 -

levels 

9,600 

10,800 

12,000 

contained in the table in 

subsection (2)(b)(i) must be adjusted for inflation annually 

by the department of revenue. The adjustment to 

levels is determined by: 

the income 

(A) multiplying the appropriate dollar amo'unt from the 

table in subsection (2)(b)(i) by the ratio of the PCE for 

the second quarter of the year prior to the year of 

application to the PCE for the second quarter of 1986; and 

(8) rounding the product thus obtained to the nearest 

whole dollar amount. 

(iii) -PcE• means the implicit price deflater 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 commerce. 

(c) Property described in subsection (l)(d) is taxed at 

one-half the taxable percentage rate established in 

subsection (2)(a). 

(3) After July l, 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, 

I 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, IS AMENDED TO READ: 

"15-10-402. Property taz liaited 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--¼5-6-¼44 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 211 special improvement districts, Title 7, 

chapter 12, part 41; elementary and high school districts, 

Title 20; juvenile detention programs authorized under 

7-6-5021 or bonded indebtedness. 

(3) New construction or improvements to or deletions 

from property described in subsection (l) are subject to 

taxation at 1986 levels. 

(4) As used in this section, the "amount of taxes 

levied" and the "amount levied 11 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 taxable value, 

changes in the number of mills levied, or increase or 

decrease in the value of a mill." 

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

"15-10-412. Property tax li■ited to 1986 levels 

clarification -- extension to all property classes. Section 

15-10-402 is interpreted and clarified as follows: 

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

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

part l. 

(2) The limitation on the amount of taxes 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 

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 dollar 

amount due in that taxing unit for the 1985 tax year. 

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

not mean-tha~-ne prohibit a further increase aay-~e-.. de 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) construction, 

improvements; 

expansion, or remodeling of 

(c) transfer of property into a taxing unit; 

(d) subdivision of real property; 

(e) reclassification of property; 

(fl increases in the amount of production or the value 

of production 

15-6-132; 

for property described in 15-6-131 or 

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

status; or 

{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 aay-be-aade in 

the taxable valuation or in the actual tax liability on 

individual property in each class as a result of: 

(a) a revaluation caused by: 

ti) construction, expansion, replacement, or remodeling 

of improvements that adds value to the property; or 

(ii) 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 

15-6-132; 

15-6-131 or 

{e) annexation of the individual property into a new 

taxing unit: or 

(f) conversion of the individual property from 

tax-exempt to taxable statusa 

(5) Property in e¼asses class four and-e¼eyen is valued 

according to the procedures used in 1986, including the 

designation of 1982 as the base year, until the reappraisal 

cycle beginning January l, 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 

improvements; 

(c) annexed property; or 

(d) property converted from tax-exempt to 

status. 

remodeled 

taxable 

(6) Property described in subsections (5)(a) through 

(5)(d) that is not class four or-e¼ass--e¼ewen 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 revenues resulting from the tax 

limitations in 15-10-401 and 15-10-402, while understanding 

that regardless of the amount of mills levied# a taxpayer's 

liability may not exceed the dollar amount due in each 

taxing unit for the 1986 tax year unless: 

(a) the taxing unit's taxable valuation decreases by 5\ 

or more from the 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 to equal the revenue from 

property taxes for the 1986 tax year in that taxing unit. 

lb) a levy 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 for less than 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 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: 

ta) rural improvement districts; 

tb) special improvement districts; 

(c) levies pledged for the repayment of bonded 

indebtedness, including tax increment bonds; 

(d) city street maintenance districts; 

(e) tax increment financing districts; 

(f) satisfaction of judgments against a taxing unit; 

(g) 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) levies authorized under 7-6-502 for juvenile 

detention programs; and 

(k) elementary and high school districts. 

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

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

approve an increase in tax liability following a resolution 

of the governing body of the taxing unit containing: 

(a) a finding that there are insufficient funds to 

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

and 15-10-402; 

(b) an explanation of the nature of the financial 

emergency; 

(c) an estimate of the amount of funding shortfall 

expected by the taxing unit; 

(d) a statement that applicable fund balances are or by 

the end of the fiscal year will be depleted; 

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

revenue; 

(f) a summary of the alternatives that the governing 

body of the taxing unit has considered; and 

(g) a statement of the need for the increased revenue 

and how it will be used. 

(10) (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, 

conflagration, 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 local 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 

18 number of mills beyond the statutory maximum mill levy to 

19 produce revenue equal to its 1986 revenue. 

20 (12) The limitation on the amount of taxes levied does 

21 not apply to a levy increase to repay taxes paid under 

22 protest in accordance with 15-1-402." 

23 NEW SECTION. SECTION 9. REPEALER. SECTION 15-6-144, 

24 MCA, IS REPEALED. 

25 NEW SECTION. Section 10. COdification instruction. 
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[Sections 3 and 4 I 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 valid applications that are 

severable from the invalid applications. 

NEW SECTION. Section 12. Ter■inatlon. 

terminates January 1, ¼99T 1995. 

NEW SECTION. Section 13. Effective 

[Section 4] 

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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SBNATB BILL 110. 168 

IN'fRODUCBD BY BBCII:, N. IIAll80N, GRINDE, KBLLD, 

GRADY, HIBBARD, DBBRUYCKER, HARP, 

CRIPPEN, IIESAROS, LYIICII 

BY REQUEST OP '1'1111 DBPAR'l'IIIIIIT OP RBVBIIUI: 

A BILL POR All ACT l:lft'I'l'LIID: 

TAXATION OP AGRICULTURAL LAIB>; R&VISIIIG '1'1111 lllft'IIOD OP 

VALUING AGRICULTURAL LAIIDS IN CLASS TllllllB PllOPBR'l'Y r<a 

PROPERTY TU PDRPOSU; PROVIDING POii '1'1111 DB'l'DIIINATION OP 

NB'l' IIICOIIB .,_ AGRICULTURAL LAND1 BOLDING COIISTAlft' '1'1111 

STATBIIIDB !Or&L TAXAIILB VALUE OF CLASS TIIRl:E PROPl:RTY 

BE'l'lll:DI REAPPRAISAL CYCLES1 PIIASING IN --'1'119--IUIAPPRAHIU, 

eveWIS TRI: CHANGE IN '1'1111 PRBBBl!91Yll-eAPAlffft TAXABLE VALUI: 

OP AGRICOLTUIIAL LANDS; TAXING CLASS ~U PROPBRTY AT THE 

RATE APPLICABLE 'l'O CLASS FOUR PROPERTY; ESTABLISHING All 

ADVISORY a.NI'l"l'BB TO Rl:VIDI ALL RELEVANT COSTS 1 INCLUDING 

WATER COSTSL IN DETERIIINING '1'1111 PRODUCTIVE CAPACITY OF 

IRRIGATED LANDS; ELIMINATING CLASS ELEVEN PAIIIISTEAD PROPERTY 

BY COIIBINING IT WITH CLASS FOUR PIIOPBRfl'l. Alll:RDING SBC'l'IONS 

7-13-2527. 15-6-lll, 15-6-134 1 15-7-201, AIIB--tS-8-lllT 

15-10-4021 AND 15-10-412 1 MCA; RBPEALING SECTION 15-6-144 1 

NCAr AND PROVIDING AN IIIIIBDIATE EFFECTIVE DATE, AN 

24 APPLICABILITY DATE, AND A TERMINATION DATE." 
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WBERUS1 TBS NOaTAM LaGIIILATUall ADOPTED A PLAN IN l975 

~ CYCLICAL lll:APPIIAIIAL OI' rmICOLTUIIAL LAIID1 Ala> 

WBIRPR1 IIIOIIAGltlCOLTUaAL I.Ma> BAS BEDI TBROUGB Tlllll:B 

Rl:APPRAISAL CYCLa SINCE 19721 WITH '1'1111 VALUES OF 'l'llll ~TBIRD 

CYCLE BECOIIIIIG IIIPPIICTIVE JAIIUARY 1 1 1!1!131 AND 

AGRICOL~ I.Ma> BAS IIO'f ~ RBAPPRAJ:lll:D 

SINCE 11163 AND '1'1111 IIIOaTAIIA LmISLATUIIE BAS DETERNINl:D TIIA'l' 

Rl:APPRAISAL OP AGllICULTOIIAL LAND IS IIIICICSSARY FOR TIii: 

Qlll!IIALL IIIPROVDIDff OF IIOIITW'S PROPERTY TAX SYSTEM; AND 

IIBERBAS 1 TBB IIOIITW LIIGISLATURE BAS TRADITIONALLY KEPT 

'1'1111 TOTAL 'l'UABLE VALUE OF AN 11:NTIRI: CLASS OF PROPl:R'l'Y 

ULATIVll,Y COIISTAlft' U'l.'WEEII Rl:APPRAISAL CYCLES ~X_~STIJIG 

TAJ: RATEB1 Mm 

waaus, '1'1111 IIOIITAJIA 1.J!lGISLATURB DESIRES TO - KEEP '1'1111 

TOTAL 'l'UAIILB VALUE OF AGRICULTURAL LAND CONSTANT DESPITB 

REAPPRAISAL; AND 

WBEREAS 1 THE NDI IIE'l'IIOD OP DETERMINING PRODUCTIVE 

CAPACITY OP VARIOUS SUBCLASSES or AGRICULTURAL LAND RESULTS 

IN SIGNIFICANT INCllBASES OR DECREASES ___!_II_ INDIVIDUAL 

IIRa.DPO&TRn, VAT.llRR~ ANO 

TIIERE ARE NO CJW«;ES IN nrrs BILL 
AND WILL NOT BE REPRINTED. PLEASE 
REFER TO YELLOW COPY FOR COMPLETE TEXT. 
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SENATE BILL NO. 168 

INTRODUCED BY BECK, 11. RANSON, 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 TBE IIETBOO OF 

VALUING AGRICULTURAL LANDS IN CLASS THREE PROPERTY FOR 

PROPERTY TAX PURPOSES; PROVIDING FOR THE DETERMINATION OF 

NET INCOME FROM AGRICULTURAL LAND; BOLDING CONSTANT THE 

STATEWIDE TOTAL TAXABLE VALUE OF CLASS THREE PROPERTY 

BETWEEN REAPPRAISAL CYCLES: PHASING IN 8Yllll-'ll'M6--RIIAPPRAHIAb 

e¥ebSS THE CHANGE IN THE PR886eTfYB-eAPAef~¥ TAXABLE VALUE 

OF AGRICULTURAL LANDS: TAXING CLASS THREE PROPERTY AT TBE 

RATE APPLICABLE TO CLASS FOUR PROPERTY; ESTABLISHING AN 

ADVISORY COMIIITTEE TO REVIEW ALL RELEVANT COSTS 1 INCLUDING 

WATER COSTS,_ IN DETERMINING THE PRODUCTIVE CAPACITY OF 

IRRIGATED LANDS; ELIMINATING CLASS ELEVEN FARMSTEAD PROPERTY 

BY COMBINING IT WITH CLASS FOUR PROPERTY; JUIENDING SECTIONS 

7-13-2527 1 15-6-133, 15-6-13,, 15-7-201, ANB--¼5-8-¼¼¼T 

15-10-,02, AND 15-10-412, MCA: REPEALING SECTION 15-6-144, 

IICA; AND PROVIDING AN IIINEOIATE EFFECTIVE DATE, AN 

APPLICABILITY DATE, ANO A TERMINATION DATE." 
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NBEIIEAS 1 THE IIONTANA LEGISLATURE ADOPTED A Pl.AM IN 1975 

FOR CYCLICAL REAPPRAISAL or -,.c;J!ICULTORAL LAMD; AND 

WHEREAS. NONAGRICULTURAL LAMO HAS BEEN THROUGH TBRU 

REAPPRAISAL CYCLES SINCE 1972, NITB TBE VALUES OF THE THIRD 

CYCLE BECOMING BPPECTIVE JANUARY 1 1 1993; AND 

WHEREAS 1 AGRICULTURAL LANO BAS NOT BEEN REAPPRAISED 

SINCE 1963 AND THE IIONTANA LEGISLATURE BAS DETERMINED THAT 

REAPPRAISAL OF AGRICULTURAL LAMO IS NECESSARY FOR THE 

OVERALL IMPROVEIIEN'l' 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 BE'l'WEEN REAPPRAISAL CYC•,ES 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 

REAPPRAISED VALUES; ANO 

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 

LANO BE PHASED IN OVER THE APPRAISAL CYCLE: AND 

WBEREAS 1 THE MONTANA LEGISLATURE CONSIDERS IT 
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APPROPRIATE TO PROVIDE FOR THE REAPPRAISAL Of AGRICULTURAL 

LAHD 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. Section 15-6-1)3, MCA, is amended to read: 

"15-6-133. Class three property descr ipt lon 

tazable percentage. (l) Class three property includes: 

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

(bl nonproductive patented ■ining claims outside the 

limits of an incorporated city or town held by an owner for 

the ultimate purpose of developing the mineral interests on 

the property. For the purposes of this subsection (l)(b), 

the following provisions apply: 

(i) The claim ■ay not include any property that is used 

for residential purposes, recreational purposes as described 

in 70-16-301, or coaaercial purposes as defined in 15-1-101 

or any property the surface of which is being used for other 

than ■ining purposes or has a separate and independent value 

for aaeh other purposes. 

(ii) I ■prove■ents to the property that would not 

disqualify the parcel are tazed as otherwise provided in 

this title, including that portion of the land upon which 

■aeb !J!! i■prove■ents are located and that is reasonably 

required for the use of the improvements. 
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(iii) Nonproductive patented ■ining claim property ■uat 

be valued as if the land were devoted to agricultural 

grazing use. 

(2) Class three property is taKed at the taKable 

percentage rate •p•-of-it■-predaetiye-eapaeity !R£licable to 

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

t3t--Bnti¼-daly-¼7-¼9867-tbe-t■zab¼e-pereenta9e-rate-•p■ 

for-e¼ass-tbree-property-is-381. 

t•t--Prier--to--da¼y--ly-¼9867-tbe-departaent-of-re•enae 

sbali-deteraine-tbe-tazab¼e-pereenta9e-rate--•p•--app¼ieabia 

to--eiaas-tbree-property-for-tbe-re•a¼aetien-eye¼e-be9tnnin9 

danaary-¼7-¼9867-■■-fo¼¼ows~ 

t■t--,be-direetor-ef-tbe--departaent--of--reyenae--abaii 

eertify--to-tbe-9e•erner-before-daly-¼7-¼986y-tbe-pereenta9e 

by-wbieb-the-■ppraiaed-Y■¼ae-ef-a¼¼-preperty--in--tbe--stete 

e¼aaaified--ander--e¼ees--~hree--aa--0f-dannary-i7-¼986y-ha• 

increa■ed-due-to-the-re•a¼nation-eondacted--ander--¼5-i-¼¼¼T 

~hi■---fi9are---ie---~he---•certified--atatevide--pereenta9e 

¼ncreaae•~ 

tbt--,be-t■•ab¼e-•e¼ae-of-preperty--in--eless--tbree--i• 

deter■tned---ee---a--fanetion--of--tbe--eertified--stetewida 

pereenta9e-tnerea■e--in--eeeordanee--witb--tbe--teb¼e--abown 

be¼OWT 

tet--'fhis-tabie-¼i■it■-tbe-stetewide-inerease-in-tezab¼e 

Yalaetion--ra■a¼tin9--fro■-reappreisa¼-to-et.-fn-ealealatin9 
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the-pereent-age-inereaeey-the--departaent---y--not--consider 

a9r¼ea¼tara¼-aae-ehaft9ea-darift9-ea¼eftdar-year-i985T 

tdt--~he---taKabie--pereeftta9e--■ost--be--eaieaiated--by 

interpelation-to-coincide--with--the--neareat--whe¼e--namber 

certified--statewide--pereentage-inerease-from-the-to¼¼owing 

table~ 

eertified-Statewide 

Pereentage-fnereese 

-8 

¼8 

i!II 

311 

48 

58 

e¼asa-~hree-~exab¼e 

Pereentage-•P• 

38.88 

i!hi!1 

i!5T811 

i!3.88 

i!l.43 

i!8.8& 

tSt--Atter-~a¼y-¼7-¼9867-no-ad;aatment-aay--be--made--by 

the--depart■ent--te--the-taxab¼e-pereentage-rate-•P•-ttnti¼-a 

re•a¼ttation-has-been-aade-aa-prewided-in-lS-T-¼l¼~" 

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

"15-7-201. (Teaporary applicable to 1986 land 

valuation schedules) Legislative intent value of 

agricultural property. (1) S¼ftee Because the market value of 

22 aany agricultural properties is baaed upon speculative 

23 purchases wh¼eh that do not reflect the productive 

24 capability of agricultural land, it is the legislative 

2S intent that bona fide agricultural properties aha¼¼ be 
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classified and assessed at a value that ia exclusive of 

values attributed to urban influences or speculative 

purposes. 

(2) Agricultural land she¼¼ ~ be classified 

according to its use, which classifications she¼¼ include 

but are not be limited to irrigated use, nonirrigated use, 

and grazing use. Within each class, land ■hai¼ aust be 

assessed at a value that is fairly based on its ability to 

produce, taking into consideration the classification systea 

in existence on January 1, 1986, provided7-hewe•er7 lh!!. the 

department may consolidate tillable irrigated land claaaea. 

With relation to irrigated land, water costs ahaii ~ be 

taken into consideration, except at no time may the 

resulting value of irrigated land be reduced below the value 

soeh that the land would have if it were not irrigated. 

(3) Capital costs, such as improved water distribution, 

fertilizer, and land shap1ng that increase productivity, 

shall !!!Y not be used in determining assessed values. 

15-7-201. !Applicable to ¼993 1994 and later land 

valuation schedules) Legislative intent value of 

agricultural property. (1) Binee ~ecause 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 sha¼l be 
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classified and assessed at a value that is exclusive of 

values attributed 

purposes. 

to urban influences or speculative 

(2) Agricultural land aha¼¼ must be classified 

according to its use, which classifications she¼¼ include 

but are not be limited to irrigated use, nonirrigated use, 

and grazing use. 

(3) Within each class, land ahai¼--be-aaaeaaed-a~-a 

wa¼ae-that-ia-Eair¼y-baaed-eft-¼~a-prodaetive--eapeei~y must 

be subclaaaified by production categories. 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--reYalaatieft 

crcie--c-neing--aanaarr-i7-i9867-takea-effeet-p11raeaftt-te 

¼5-~-ll¼ January 1, 1994 1 and, thereafter, on the effective 

date when each revaluation cycle takes effect pursuant to 

15-7-111, the departaent of revenue shall deter■ine the 

productive capacity value of all agricultural lands using 

the foraula V = I/R where, 

Ca) Vis the per-acre productive capacity value of 

agricultural land in each land uae and production category; 

fb) I is the per-acre net incoae of agricultu,al land 

in each land uae and production category and ia to be 

deterained hr-the-depart-nt-aaift9-the-fe1'■1tle-f-•-tP---et-Y 
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where~ 

tit--f-ie-the-per-eere-net-inc--,7 

tiit-P--ie--the--per-aftit--price--ef-the-c-.lity-bein9 

prMaeed; 

tiiit-e-ia-the-per-aftit-pro<laction-caat-af-the-eeaae<litr 

heing-pro<laeed7-and 

t*•t-Y-ia-the-rield-in-anita-per--aere !!.!.._l!_rovided in 

subsection (S); and 

(c) R is the capitalization rate ta-he-deteraifted-hr 

the-departaent-aa-pre•ided-ift-aahaeetien-t9t and is equal to 

6.41. This capitalization rate must remain in effect until 

new agricultural land valuation schedules are coaputed as 

required by law. 

tSt--Net-ineeae-ahall-he~ 

tat--ealealated-fer-each-year-ef-a-haae-perie<l7-whieh-ia 

the--•t-reeent-3-rear-perio<l-far-whieh-data-are--•••ilah¼e7 

prier--te-a-re•alaatian-af-praperty-aa-pre•ided-in-tS-i-l¼l7 

and 

tht--ha■ed-en-c-■o<litr-priee-and-predaetian--eoat--data 

fer--the--haae-perio<l-froa-aaeh-aeareea-aa-aey-he-eoft■idered 

apprepriate-hr-the-departaent7-which-aearcea--aha¼l--inciade 

Nontana-■tate-aftiYera¼~y. 

j5) (a) Net income auat be determined separately in. 

each land use based on production categories. 

jb) Net incoae must be baaed on collllllOdity price data 1 
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grazing fees, crop share arrangements, and predae~¼oft WATER 

coat data for the baae period. 

(ll COIIUlodity price dataz AND grazing feeaz---end 

predttetien--eest--dete for the base period must be obtained 

from the Montana Agricultural Statistics and from the 

Montana crop and livestock reporting service. 

(II) CROP SHARE ARRANGEMENTS ARE BASED ON TBE RENTAL 

VALUE OF THE LAND AND AVERAGE LANDOWNER COSTS. 

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

LABOR COSTS AND ENERGY COSTS OF IRRIGATION. 

(Al LABOR COSTS ARE ZERO FOR PIVOT SPRINKLER IRRIGATION 

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

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

AND FLOOD IRRIGATION 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 PRESCRIBED BY 

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

EVENT THAT NO ENERGY COSTS WERE INCURRED IN 1992 1 THE OWNER 

OF IRRIGATED LAND SHALL PROVIDE THE DEPARTMENT WITH ENERGY 

COSTS FROM TBE MOST RECENT YEAR AVAILABLE. THE DEPARTMENT 

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

COSTS IN 1992. 

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

alfalfa HAY, .ADJUSTED TO 801 OF SALES PRICE, and the base 
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crop for valuation of nonirrigated land ia wheat. The baae 

unit for valuation of grazing landa ia the average grazing 

fee for a 1,000-pound aniaal. 

(d) The base period uaed to determine net inc011e ■uat 

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

to the date the revaluation cycle ends. Coaaodity price 

data 7 AND grazing fees7-and-prodact±on-eoet-da~a referred to 

in subaection (5)(bJ must be averaged for the 7-year period, 

but the average must exclude the lowest and highest 

commodity prices or grazing fees end-the-¼ewest-and--hi9heae 

prednetion-eoata in the period. 

t6t--~e--the--degree--e•si¼eb¼e7--the--depert■ent--eha¼¼ 

e-pi¼e~ 

tat--ee■■edity--priee-deta-ref¼eeting-the-ewerege-pr¼ees 

reeeived--per--ttnit--ef--aeasnre--by--Montana--far■era---and 

ranehere.--Sneft--data--1Bay-be-obtatned-from-a¼¼-9eographiea¼ 

areaa-ef-tfte-atate.--eoaaaodity--prieea--aay--tne¼ude--wheae7 

bar¼ey7--a¼fa¼fa--hay7--9raes--hay7-eorn-for-grain7-eorn-for 

at¼a9e7-ea9ar-beets7-dry-beane7-petatoee7-eatt¼e7-and-eheepT 

8o•ern■ent--pey■ents--■-y--be--eensidered~--~ypiee¼---renta¼ 

arrangeaente-aay-~-eoneidered. 

tbt--predttetien--eeet--deta-ref½eeting-ewerage-eeets-per 

an¼t-of-aeaettre-pa¼d-by-Nentana-faraere-and--ranehera.--9tteh 

dete--■ay--be--ebtained--fre■--e½l-geegrephieel-areee-ef-the 

atateT-9tteft-predttetien-eeets-aay-tnelade-eeste--re¼ating--~e 
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irri9atieny--fertili•ationy--faely-aeedy-weed-eontrel7-hired 

¼aber7-aal'la9eaent7-ina11ranee7-repaiTa-and---int:_enaneey--■nd 

■iace¼¼eneoaa--ite■aT-Yariationa-in-apeeif¼e-prodaetion-eoat 

data7-when-af£eeted-b7-different-¼e•e¼s-ef--preddetien7--and 

typ~ca¼-r~ntai-arran9e■ents-1U1y-be-eonaideredT 

(6) The department shall compile data and develop 

valuation manuals adopted by rule to implement the valuation 

method established by subsections 14) and (5). 

(7) The departaent GOVERNOR shall appoint an advisory 

coanittee of persons knowledgeable in agriculture and 

agricultural econoaics to c011.pile and review the data 

prepered---~y---Mentana--state--~niYersity--and--ad•iae--the 

depart■ent-en-the-iap¼eaentat¼en-ef-sabeeetiene-tit--threa9h 

f6t required by subsections (4) and (5). The advisory 

cOllllllittee shall include one ■eaber of the Montana state 

university, college of agriculture, staff. The advisory 

comaittee shall recoaaend agricultural land valuation 

achedulea to the departaent. WITH RESPECT TO IRRIGATED LAND, 

THE VALUE 01' IRRIGATED LAND NAY NOT BE Bli:LOW THE VALUli: THAT 

THE LAND WOULD HAVE IF IT WERE NOT IRRIGATED. 

tBt--Net-ine--ehall-lte-detarained-■eparately-fer-land■ 

in-irri9ated-aae7-nenirri9■ted--a■e7--■nd--9raai119--a■e--and 

ahall--lte--e■lealatad--fer--eaeh--a■e--■nd--predaetien-le•ei 

aeeerdin9-te-the-pre•i■iena-ef-■ab■eetien■-t•t-threa9h-t~tT 

t,t--The-eapitaii■atien-rate--ah■ll--be--ealealated--ter 
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eaeh--year--ef--the--baae--peried--and-i■-the-annaal-aYera9• 

intereet-rate-en--a9riealtaral--lean■--a■--reperted--b7--tha 

federal--land--bank-a■aeeiatien-ef-Bpeltane7-Waahin9ten7-pia■ 

the-effeeti•e-taa-rate-½n-MentaneT 

tllt-The-effeeti•e-ta•-rate-aha¼¼-be-ea¼ed¼ated--by--tha 

departaent--£er-eaeh-year-e£-the-baae-peried-by-d±•idin9-the 

tetai-e■tiaated-ta•-dae-en-a9rieaitara¼-land-±n-the-atate-b7 

the-teta¼-prodaeti•e-eapaeity-•a¼ae-ct-a9riea¼tara¼-¼and--¼n 

the-at■teT• 

NIIW-BIIE!T¾eNT--Seetian J~-Phaae-in--et--agr±eultar■l-laM-

••¼~e•T-•he-¼flerease--er--deereaae--¼ft--prod~et¼•e--eapeet~y 

Yalaea--ef--a9riealtaral-land-deterained-±n-l5-i-i8l-aa■t-be 

pt,aaed-in-eYer-twe-reappraiaal-eye¼ea7-aa-fe¼¼ewaT 

tlt--Per-the--re•alaatien--eyele--be9innin9--~anaar7--ly 

1,,.7--and--endin9--Beeeaber-3l7-i9967-the-asseaaed-•alae-of 

agriealtaral-land-in-eaeh-land-aae-and--produetion--eategery 

■nat--inereaae--or-deerease-by-561-ot-the-ditter_enee-betweeft 

the--prodncti•e--capae¼ty---•elue---et---agr¼ea¼tara¼---¼and 

deterained-in-l5-i-i8i-fer-i994-l■nd-•a¼aation-aehedulea-and 

the--a■■e■■ed--•■¼ae-of-••r¼caltaral-land-as-of-8eeeaber-3¼T 

i993T 

tit--Be9innin9-aanaar7-l7-¼99i7-the--■■■ea■ed--•alae--ot 

a9riealtural--land--¼n-e■eh-land-tt■e-and-predaetien-eate9or7 

aaat--lte--1881--ef--the---predaeti•e---eapaeity---•aiae---of 

a9rieultural-land-deterained-in-l5-i-i8iT 
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t6t--~he---aaaeaaed--•alae--ef--prepertie■--in--t5-6-t3t 

threagh-t5-6-l33-ia-aa-fellewa. 

t•t--Properttee--ift--¼5-6-¼3¼7--ander--elaae--oney---are 

eaaeaaed--at-i881-ot-the-annaa¼-net-preeeeds-after-dedaeting 

~he-expenees-specitied--and--a¼¼owed--by--¼5-i3-583--er7--it 

applieae¼e 7 -es-provided-in-i~-i3-5l5-er-¼S-i3-5¼6T 

tb~--Propert~es---in--¼S-&-l3i1--ander--e¼ase--twe7--are 

asaeased-at-¼881-ei-the-annna¼-gross-proeeedsT 

tet--Prepertiea-in--l5-b-l337--ander--e¼ass--tftree7--are 

aaaeaaed-at-¼88,-ef-the-predaeti•e-eapacity-et-the-¼anda~ 

pro•ided--in--feeet¼en--3±1 when--wa¼ned--£or--agriealtara¼ 

parpases.-A¼¼-lenda-that-■eet-the-qaa¼ifieatiens-ef-t5-i-i8i 

are-•aiaed-aa-e9rieu¼taral-¼anda-fer-taw-parpesea• 

tdt--Be9innin9--aanaary-¼7-l9987-and-ending-6eee■ber-3t7 

i9937-propert¼ea-¼n-i5-6-¼4~T-~ftder-e¼aaa-ten7-are--aaae■aed 

at--¼8Bl--ef--the--ee■bined--appraiaed-¥a¼ae-ef-the-standing 

t¼aber-and-9rastn9-produc~2w¼ty-ef-tfte-¼end-when--•ained--a■ 

t¼■l>eriandT 

tet--Be9innin9--danaary-t7-t9947-prepertiea-in-¼S-6-¼437 

•nder--elaas--ten7--are--■•••••ed--at--t8&l--ef--the--fere■t 

predeet¼¥¼ty-•al•e-ef-the-i■nd-when-•■taed-as-fereat-landT 

tit--&and-and-the-i■pre•-nt■--thereen--are--aeperately 

aaee■■ed-w~eft-any-of-the-fo¼¼aw¼n9-cond¼t¼on■-oee~r~ 

tat--ewnerah¼p--ef--the--i■pre•e-nt■--i■-ditferent-frea 

ewnerahip-ef-the-iand; 
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tbt--the-taapeyer-■akea-a-written-reqae■t;-er 

tet--the-tand-ia-eat■ide-an-ineerperated-eity--er--t-nT 

t8abaeetien--t6ttdt-ter■inatea-aanaar7-l7-l994--aeeT-i9T-ehT 

i837-bT-l99t.t• 

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 

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

FOLLONS: 

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

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

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR 

DECREASE FROM THE DECEMBER 31 1 1993, VALUE BY 251 OF THE 

DIFFERENCE BETWEEN THE PRODUCT OF THE PRODUCTIVE CAPACITY 

VALUE OF AGRICULTURAL LAND f'OR l 994 DETERMINED UNDER 

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

VALUE OF AGRICULTURAL LAND AS OF DECEMBER 31 1 1993. 

[2) P'OR THE YEAR BEGINNING JANUARY 1, 1995 1 AND ENDING 

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

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR 

DECREASE PROlt TBJ!! DECENIIER 31, 1993, VALUE BY 501 OP THE 

DIFFERENCE BETWEEN THE PRODUCT OF THE PRODUCTIVE CAPACITY 

VALUE OF AGRICULTURAL LAND FOR 1994 DETERMINED UNDER 

l~-]_-201 TlltES THE CLASS THREE TAX RATE AND TH]t_'!'AXABLB 
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VALUE OF AGRICULTURAL LAND AS OF DECEllBER 31 1 1993. 

(31 FOR THE YEAR BEGINNING JANUARY lr 1996r AND ENDING 

DECEMBER 31, 1996 1 THE TAXABLE VALUE OF AGRICULTURAL LAND IN 

EACH LAND USE AND PRODUCTION CATEGORY MUST INCREASE OR 

DECREASE FROM THE DECEMBER 31 1 1993 1 VALUE BY 751 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 OP AGRICULTURAL LAND AS OF DECEllBER 31 1 1993. 

(4) BEGINNING JANUARY 1 1 1997, THE TAXABLE VALUE OP 

AGRICULTURAL LAND IN EACH LAND USE AND PRODUCTION CATEGORY 

IS EQUAL TO 1001 OP THE PRODUCTIVE CAPACITY VALUE OP 

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

THREE TAX RATE. 

NEW SECTION. SECTION 4. ADVISORY COMMITTEE -- REVIEW 

OP NATER COSTS AND CROP SBARE ARRANGEMENTS. (1) THE GOVERNOR 

SHALL APPOINT AN ADVISORY COMMITTEE TO R~I~ NATER COSTS 1 

CROP SHARE ARRANGENENTS1 AND OTJIER ISSUES INVQLVING THE 

AS(fBSSIIENT AND VALUATION OP AGRICULTURAL LAND. THE 

MBIIBBRSBIP OP THE CONIIITTEE MUST INCLUDE: 

(A) ONE MEIUIER REPRESENTING URBAN INTERESTS; 

CB) TWO MEIIBERS REPRESENTING NATER USERS, ONE OF liBOM 

MUST BE AN INDIVIDUAL WATER USER AND ONE or WHOM NOST BE A 

REPRESENTATIVE OP AN ORGANIZED IRRIGATION DISTRICT; 

(C) ONE MEIIBER REPRESENTING GRAZING INTERESTS; 
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iQ.I ONE MEIUIP REPRESENTING NONIRRIGATED CROPLAHD 

INTERESTS; 

(E) ONE MEMBER REPRESENTING MULTIPLE-USE FARMERS AND 

RANCHERS;_ 

(Fl ONE MEMBER REPRESENTING FINANCIAL INSTITUTIONS; 

(GJ TWO MEMBERS OF THE LEGISLATURE1 NOT OP THE SAME 

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

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

REPRESENTATIVES; AND 

(HJ ONE MEMBER REPRESENTING LOCAL GOVERNMENT. 

(2) THE COMMITTEE SHALL REVIEW NATER COSTS AND CROP 

SHARE ARRANGEMENTS ASSOCIATED WITH IRRIGATED LANDS AND 

RECOMMEND TO TUE DEPARTMENT OF REVENUE BY JULY l, 1994
1 

BOif 

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 

~ 

SECTION 5. SECTION 7-13-2527 L MCA, rs AMENDED TO RJ!:JI.O: 

•1-13-2527. Liat of property owners. (1) A copy of the 

order creating the district ah■¼¼~ be delivered to the 

county assessor of each county within the district. 

(2) The assessor shall, on or before August l of afty 

9¼ven each year, prepare and certify a list of all persona 
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owning claaa four er-cla■■-eie•en property within ■ueh the 

district and deliver a copy of ■ach the list to the board of 

trustees of said the district4• 

SECTION 6. SECTION 15-6-134 1 MCA, IS AMENDED TO READ: 

"15-6-134. Class four property description 

taxable percentage. (l) Class four property includes: 

la) all land except that specifically included in 

another class; 

(b) all iaprove■ents, including trailers or mobile 

ho■es used as a residence, except those 

included in another class; 

specifically 

(cl the first $80,000 or less of the market value of 

any improvement on real property, including trailers or 

110bile homes, and appurtenant land not exceeding 5 acre■ 

owned or under contract for deed and actually occupied for 

at least 10 aonths a year as the primary residential 

dwelling of any person whose total income from all sources, 

including net busineaa income or loss and otherwise 

tax-exeapt incoae of all types but not including social 

security incoae paid directly to a nursing hoae, is not aore 

than $10,000 for a single peraon or $12,000 for a aarried 

couple or a head of household, aa adjusted according to 

■ubaection (2)(b)(ii)i 

(d) all golf courses, including land and iaproveaent■ 

actually and nece■■arily used for that purpose, that consist 
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of at 

and 

least 9 holes and not lees than 3,000 lineal yard■TL 

je) all iaproveaents on land that is eli9ible for 

valuation, assess■ent, and taxation as ag[icultur•l land 

under 15-7-202(2), includin9 l acre of real property beneath 

the agcicultu[al i■p[ove■ents. The 1 acre mus~ be valued at 

market value. 

(2) Class four prope[ty is taxed aa follows: 

la) Except as provided in 15-24-1402 or 15-24-1501, 

property described in subsections (l)(a)L an~ (l)(b)~ and 

1.!.l.l.!!l is taxed at 3.86\ of its market value, 

(bl (i) Property described in subsection (l)(c) is 

t&lCed at 3.861 of its aarket value aultiplied by a 

percentage figure based on inc011e and determined from the 

following table: 

IncOllle Income Percentage 

Single Person Married Couple Multiplier 

Head of Household 

$ 0 - $1,000 $ 0 - $ l, 200 o, 
1,001 - 2,000 1,201 - 2,400 101 

2,001 - 3,000 2,401 - 3,600 20, 

3,001 - 4,000 3,601 - 4,800 30\ 

4,001 - 5,000 4,BOl - 6,000 ,o, 
5,001 - 6,000 6,001 - 7,200 501 

6,001 - 7,000 7,201 - 8,400 60\ 
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(ii) The income 

8,401 -

9,601 -

10,801 -

levels 

9,600 

10,800 

12,000 

contained in 
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701 

801 

901 

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 aaount from the 

table in subsection (2)(b)(i) by the ratio of the PCE for 

the second quarter of the year prior to the year of 

application to the PCE for the second quarter of 1986; and 

(Bl rounding the product thus obtained to the nearest 

whole dollar aaount. 

liii) •peE• ■eans the i ■plicit price deflator for 

personal consumption expenditures as published quarterly in 

the Survey of Current Business by the bureau of econ01Ric 

analysis of the U.S. depart■ent of co■111erce. 

(c) Property described in subsection (l)(d) is taxed at 

one-half the taxable percentage rate established in 

subsection (2)(a). 

(3) After July 1, 1986, no adjust■ent ■ay be ■ade by 

the depart■ent to the taxable percentage rate for class four 

property until a revaluation has been aade as provided ln 

15-7-111. 

(4) Within the ■eaning of comparable property as 
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defined in 15-1-101, property assessed as c-rclal 

property is comparable only to other property a■aea■ed as 

coamercial property, and property aasessed aa other than 

co-ercial property is comparable only to other property 

assessed as other than c011111ercial property.• 

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

"15-10-402. Property taz li■ited to 1986 level■• (l) 

Except as provided in subsections (2) and (3), the aaount of 

taxes levied on property described in 15-6-133, 15-6-134, 

and 15-6-1367--■nd--lS-6-144 ■ay not, for any tazing 

jurisdiction, exceed the a1DOunt levied for taxable year 

1986. 

(2) The li■itation contained in subsection (l) does not 

apply to levies for rural improvement districts, Title 7, 

chapter 12, part 21; special i ■provement districts, Title 7, 

chapter 12, 

Title 20; 

part 41: elementary and high school districts, 

juvenile detention programs authorized under 

7-6-502: or bonded indebtedness. 

(3) New construction or i ■provements to or deletions 

from property de■cribed in subsection (1) are subject to 

taxation at 1986 levela. 

(4) As used in this section, the •amount of taxes 

levied• and the •aaount levied• mean the actual dollar 

aaount of taxes i■poaed on an individual piece of property, 

notwithatanding an increase or decrease in value due to 
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inflation, reappraisal, adjust-nta in the percentage 

aultiplier used to convert appraised value to tazable value, 

changes in the ntlllber of ■ills levied, or increase or 

decrease in the value of a ■ill.• 

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

"15-10-412, Property tax li■ited to 1986 levels 

clarification -- e•tension to all property classes. Section 

15-10-402 is interpreted and clarified as follows: 

(l) The li■itation to 1986 levels is extended to apply 

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

part l. 

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

interpreted to aean 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 

property ■ust be taxed in each taxing unit at the 1986 cap 

or the product of the taxable value and ■ills levied, 

whichever la 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 

__,unt due in that taxing unit for the 19B5 tax year. 

(3) The li■itation on the __,unt of taxes levied does 

not -•n-thet-no prohibit a further increase -,-l>e--de in 
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the total taxable valuation of• taxing unit as• reault of, 

(a) annexation of real property and i■prov-nts into a 

taxing unit: 

(b) construction, 

iaprove■enta; 

eipanaion, or re.odeling of 

(c) transfer of property into a taxing unit; 

(d) subdivision of real property; 

(e) reclassification of property; 

(f) increases in the a1110unt of production or the value 

of production 

15-6-132; 

for property described in 15-6-131 or 

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

status; or 

(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 aean-that-ne prohibit a further increase aay-be--de in 

the taxable valuation or in the actual tax liability on 

individual property in each class as a result of: 

(a) a revaluation caused by: 

(i) conatructlon, expanaion, replacement, or remodeling 

of i■prove-nte that adds value to the property; or 

Ciil cyclical reappraisal; 
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(b) transfer of property into a taxing unit; 

(c) reclassification of property; 

(d) increases in the a110unt of production or the value 

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

15-6-132; 

(e) annexation of the individual property into a new 

taxing unit; or 

(f) conversion of the individual property from 

tax-exempt to taxable status. 

(5) Property in eiaa■e• class four ■nd-eieYen 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 coapleted and new 

valuations are placed on the ta~ rolls and a new base year 

designated, if the property is: 

(al 

(bl 

new construction; 

expanded, deleted, 

h1proveaents; 

(c) annexed property; or 

replaced, or 

(di property converted fr011 tax-exeapt to 

atatua. 

remodeled 

taxable 

(61 Property described in subsections (5)(a) through 

(51(dl that is not class four or-eiaaa--eieYen 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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■ills levied. 

(7) The li■itation on the aaount of taxes, aa clarified 

in this section, la intended to leave the property appraiaal 

and valuation ■ethodology of the depart■ent of revenue 

intact. Deter■inations of county classifications, salariee 

of local governaent officers, and all other aatters in which 

total taxable valuation is an integral c011ponent are not 

affected by 15-10-401 and 15-10-402 except for the uae of 

taxable valuation in fixing tax levies. In fixing taz 

levies, the taxing units of local government may anticipate 

the deficiency in revenues resulting froa the tax 

limitations in 15-10-401 and 15-10-402, while understanding 

that regardless of the amount of mills levied-, a taxpayer•• 

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 51 

or aore from the 1986 tax year. If a taxing unit's taxable 

valuation decreases by SI or aore from the 1986 tax year, it 

■ay levy additional ■ills to compensate for the decreased 

taxable valuation, but in-ne-eaae-may the ■ills levied aay 

not exceed a nuaber calculated to equal the revenue fr011 

property taxes for the 1986 tax year in that taxing unit. 

(b) a levy authorized under Title 20 raised le■a 

revenue in 1986 than was raised in either 1984 or 1985, in 

which case the taxing unit aay, after approval by the voters 
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in the taxing unit, raise each year thereafter an addition&l 

nuaber of ■ills but ■ay not levy ■ore revenue tru,n the 

3-year average of revenue rai■ed for that purpo■e during 

1984, 1985, and 1986; 

(cl a levy authorized in 50-2-lll that was made in 1986 

was for less than the number of ■ills levied in either 1984 

or 1985, in which case the taxing unit aay, after approval 

by the voters in the taxing unit, levy each year thereafter 

an additional nuaber of ■ills but ■ay not levy 1110re than the 

3-year average nu■ber of ■ills levied for that purpose 

during 1984, 1985, and 1986. 

(81 The li■itation on the a■ount of taxes levied does 

not apply to the following levy or special assess-nt 

categories, whether or not they are based on c01111itaents 

■ade before or after approval of 15-10-401 and 15-10-402: 

(a) rural i■prov.-nt districts; 

(b) special i ■prove■ent districts; 

(cJ levies pledged for the repay■ent of bonded 

indebtednes■ , including tax incre■ent bonds; 

(di city street ■aintenance districts; 

(e) tax incre-nt financing districts; 

(fl satisfaction of judgaent■ again■ t a taxing unit; 

(g) street lighting a■se•■-nta; 

(h) revolving fund■ to aupport any categories specified 

in thi• aub■■ction (8); 
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(ii levies for ■conoaic developaent authori••d purauant 

to 90-5-112(4); 

(j) levie■ authorized under 7-6-502 for juvenile 

detention prograaa; and 

(kl ele■entary and high achool diatricts. 

(9) The liaitation on the a■ount of taxes levied does 

not apply in a taxing unit if the voter ■ in the taxing unit 

approve an increase in tax liability following a resolution 

of the governing body of the taxing unit containing: 

(a) a finding that there are insufficient funds to 

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

and 15-10-402; 

(b) an explanation of the nature of the financial 

-•rgency; 

(c) an estiaate of the a■ount 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 ■-ry of the alternatives that the governing 

body of the t•xing unit has considered; and 

(g) a st•te■ent of the need for the increased revenue 

and how it will be used. 

(10) (a) The li■itation 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 fa■ine, 

conflagration, or other public cala■ity. 

(b) The li■itation 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 

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

served by the board of health deter■ine, after a public 

hearing, that public health prograas require funds to ensure 

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

of health ■ay not exceed the 5-■ill limit established in 

50-2-111. 

(ii) county, city, or town &llbulance services authorized 

by a vote of the electorate under 7-3•-102(2). 

(ll) The li■itation on the a■ount of taxes levied by a 

taxing jurisdiction subject to a statutory ■axi■ua ■ill levy 

does not prevent a taxing jurisdiction fro■ increasing its 

18 nu■ber of ■ills beyond the statutory ■axi■u■ ■ill levy to 

19 produce revenue equal to its 1986 revenue. 

20 (12) The li■itation on the a■ount of taxe■ levied does 

21 not apply to a levy increase to repay taxea paid under 

22 protest in accordance with lS-1-•02.• 

23 

24 

25 

NEW SECTION. SECTION 9. REPEALER. 

MCA, JS REPEALED. 

NEW SECTION, Section 10. COdificatioo 
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!Sections 3 and 4) are intended to be codified aa 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) la invalid, all valid parts that are ■everable 

fro■ the invalid part re■ain in effect, If a part of [thia 

act) is invalid in one or J110re of its applications, the part 

remains in effect in •ll valid applications that are 

severable fr011 the invalid applications~ 

NEW SECTION, Section 12. Ter■inetlon. 

ter■inates January l, t99~ 1995. 

N~ SECTION, Section 13. Effective 

(Section 4 I 

date 

applicability, !Thia act) is effective on passage and 

approval and applies to tax years beginning on or afte~ 

January lr 1994. 

-End-
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