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//:,use. BILL NO. i,_).__ 

INTRODUCED BY ~ 

A BILL FOR AN ACT ENTITLED: "AN ACT IMPLEMENTING A PROPOSED 

CONSTITUTIONAL AMENDMENT ON PROPERTY TAX ADMINISTRATION THAT 

WOULD ALLOW THE VALUATION OF RESIDENTIAL PROPERTY TO BE 

BASED UPON ACQUISITION COST; PROVIDING THAT THE ASSESSED 

VALUE OF CLASS FOUR PROPERTY IS BASED UPON THE ACQUISITION 

COST OF THE PROPERTY; PROVIDING THAT THE ACQUISITION COST 

WILL BE CHANGED WHEN THE PROPERTY IS PURCHASED OR NEWLY 

CONSTRUCTED OR WHEN ITS OWNERSHIP CHANGES; PROVIDING CERTAIN 

EXCLUSIONS RELATING TO CHANGE IN OWNERSHIP; ALLOWING A 

REDUCTION IN THE ACQUISITION COST IF SUBSTANTIATED BY AN 

INDEPENDENT 

PROVIDING 

APPRAISAL PROVIDED BY THE PROPERTY OWNER; 

THAT CONSTRUCTION FOR DAMAGE REPAIR OR 

REPLACEMENT, SOLAR ENERGY SYSTEMS, RESIDENTIAL HANDICAPPED 

ACCESS, AND FIRE SAFETY DO NOT AFFECT THE ACQUISITION COST 

OF THE PROPERTY; PROVIDING ADMINISTRATIVE CHANGES TO 

IMPLEMENT THE SYSTEM OF VALUING CLASS FOUR PROPERTY BY 

ACQUISITION COST; AMENDING SECTIONS 15-1-201, 15-1-402, 

15-6-134, 15-7-101, 15-7-102, 15-7-103, 15-7-112, 15-7-201, 

15-7-202, 15-7-303, 15-7-305, 15-7-307, 15-8-111, 15-B-:12, 

15-10-412, 15-15-101, 15-15-103, AND 77-l-20t, MCA; 

REPEALING SECTIONS 15-7-111, 15-7-113, 15-7-114, 15-7-401, 

15-7-402, AND 15-7-403, MCA; AND PROVIDING A CONTINGENT 
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EFFECTIVE DATE AND AN APPLICABILITY DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the bill gives the department of revenue authority to adopt 

administrative rules to adnlinister the provisions of this 

bill. The legislature intends that the department of revenue 

adopt rules to prescribe forms and procedures to implement 

this bill and adopt any other rule necessary for the proper 

administration of the bill. 

BE IT ENACTi::u B"i THE LE:GISLATURE OF THE STATE OF MONTANA: 

NEW SECTION. Section 1. Definitions. For the purposes 

of (sections 1 through 13}, the following definitions apply: 

(1) 1'Arm's-length transaction 1
' or ''arm's-length sale'' 

means a sale between a willing buyer and a willing seller 

who are not related either personally or through other 

business dealings, neither being under any compulsion to bJy 

or sell and both having a reasonable knowledge of relevant 

facts. 

(2) HChange in ownership'' means a transfer of a present 

interest 1n real property, including the beneficial use of 

the property, the valLle of which is substantially equdl to 

the value of the fee ~nterest. The term does not inciude a 

purchase. 

-2- H6 (,1 
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( 3) ''Departme11t'' means the department of reven..ie 

created in 2-15-1301. 

(4) "Newly cor.st:u.:ted" and ''new constructicn'' mea11: 

(a) an additior t~ real property, whether 

1mproveu1ents, ir1c:..1ding fixrures; 

land or 

(bJ an alteration of land or any improvement, ir1cluding 

E ixtures; or 

(c) any rehabi:itation, renovation, or moCernization of 

an improvement or fixture. 

( 5) 11 Property" or "real property 11 means all 

improvements, including trailers or mobile homes used as a 

residence, and app~rtenant land not exceeding 5 acres, 

occupied as a residence at least 6 months a year by the 

owner or a tenant or lessee of the owner. The term does not 

include transient lodging facilities or other accommodations 

rented for periods of less than 30 days. 

(6) "Purchase" or "purchased" means an arm 1 s-length 

sale er a transfer for consideration. 

NEW SECTION. Section 2. Real property -- determination 

of assessed value. (1) The assessed value of property is the 

acquisition cost of the property, adjusted for inflation. 

The acquisition ccst is: 

( a) the Janua.ry l, 1993, assessed value of the 

property; 

(b) the va~ue of the property if after January 1, 1993, 
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the property is purchased Gr new:y constructed or 

ownership has changed; or 

its 

(C} the market value of ttie property based upon an 

independent appraisal if that value is less tt1an the 

acquisition cost of the proper:y. 

(2) (a) Each year, the base acquisition cost of the 

property must be adjusted. ~he ba.se acquisiticn cost for 

assessment purposes is the ~esser of ~he prior year's base 

acquisition cost increased or decreased based upon an 

inflationary rate for Montana that reflects Montana changes 

in consumer prices. The inflationary rate may not exceed 2% 

per year. 

{b) The inflation rate used for annual adjustments of 

the base acquisition cost is the previous calendar year's 

consumer price index for all urban consumers, U.S. 

department of labor, bureau of :abor statistics, adjusted to 

reflect prices in Montana. 

(c) The department shall by rule adopt criteria for 

adjusting the national index to reflect prices in Montana 

and shall adopt an inflation rate by rule. 

(3) The value of property that is purchased is tl1e 

purchase price paid for the prop~rcy in an arm's-length 

sale. The value of newly constructed properly 1s the 

appraised market value. The value of property wt1 .se 

ownership has changed withoul a purcha~e is the appraised 

-4-
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mark.et value. 

(4) If the property cwner believes that the value of 

the property is leas than the acquisition cost, the property 

owner may hire an independent appraiser to determine the 

market value of the property. The appraiser must be approved 

by the department to perform the type of appraisal necessary 

and shall conduct the appraisal according to criteria 

established by the department by rule. Upon approval of the 

appraisal by the department, tne market value shown by the 

appraisal becomes the acquisition cost of the property for 

the succeeding year. If the department refuses to approve 

~he appraised value of :he property, the taxpayer may 

contest the department's decisi~n as provided in 15-7-102. 

NEW SECTION. Section 3. Change in ownership 

inclusions presumption, (1) A change in ownership 

includes but is not limited ~o Lhe following: 

(a) the creation, transfer 1 or termination of any joint 

tenancy or tenancy in cow~on interest, except as provided in 

[sections 4, 5, and 7]; 

(b) a vesting of the right to possession or enjoyment 

of a remainder or reversionary interest that occurs upon ~he 

termination of a life es:a:e or other similar precedent 

property interest 1 except as prov~ded in [sections 4{l)(d) 

and 5 I; 

(C) when tne trust is irrevocable, an interest in the 
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property that vests in persons other than the trustor or, 

pursuant to [section 5], the tr~stor's spo~se; 

(d) the transfer of any interest 1n tne property 

between a corporation, partnership, or c:her legal entity 

and a shareholder, partner, or any other petson; 

(e) the creation, renewal, sublease, or assignment of a 

taxable possessory interest in tax-exemp~ real property fer 

any term; and 

(f) (i} the creation of a leasehold interest in real 

property for a term of 35 years 

options; the termination of 

or :nore, including renewal 

a leasehcld interest 1n real 

property that had an original term of 35 years or more, 

including renewal options; and any transfer of a leasenold 

interest having a remaining term of 35 years or more, 

including renewal options: 

(ii) a transfer of a lessor 1 s inLerest in taxable real 

property subject to a lease with a remai~~ng term, inclt1ding 

renewal options, of less than 35 years. 

(2) For purposes of subsec:ions 

(!)(f}(ii), only the portion at prcper~y 

I l I i f \ i i) 

subject to 

and 

the 

lease or transfer is considered :o nave ~ndergone a cnange 

of ow11ership, 

( 3 I It is co~clusively presumed :~3: res-ce~ces, ether 

:nan mobile names l~catEd ~:: re~tej =r :easej land dnct 

subject to taxation as persor1al pr0perty pLrSLciilt to 

-6-
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15-24-202, that are on leased land have a re11ewal option of 

at least 35 ye~rs on the lease of the land, whether or not a 

renewal optic~ exists in a contract or agreement. 

NEW SECTION. Section 4. Change in ownership 

e~clusions. (lj A change in ownership does not include: 

[a) a transfer between co-owners that results in a 

change in the method of holding title to the real property 

transferred without changing the proportional interests of 

the co-owners in the property, such as a tenancy in common; 

(b) a transfer between an individual or individuals and 

a legal entity or between legal entities, such as a 

cotenancy, that results solely in a change in the method of 

holding title to the real property and in which proportional 

ownership interests of the transferors and transferees, 

whether represented by stock, partnership interest, or 

otharwise, in each piece of real property transferred remain 

the same after the transfer; 

(c) any t:ansfer for the purpose of perfecting title to 

the property; 

(d) the creation, assignment, termination, or 

reconveyance of a security interest or the substitution of a 

trustee under a security instrument; 

(e) a transfer by the truster, by the truster's spouse, 

or by both, into a trust if: 

(i) the transferor is the present beneficiary of the 
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trust; 

(ii) the trust is revccable; 

(iii) any transfer by a trustee of a trust described in 

subsection ( 1) (e) Ii) or ( 1) (e) (ii) is back tc, the tr us tor; 

or 

(iv) any creation er termination of a trJst in whicl1 the 

truster retains the reversion and in which the interest of 

others does not exceed 12 years' duration; 

(f) any transfer by an instrument whose terms reserve 

to the transferor an estate for years or an estate for life. 

However, the termination of an estate tor years or estate 

for life constitutes a change in ownership except as 

provided in [section 5(4)). 

(g) any transfer of a lessor's interest in taxable real 

property subject to a lease with a remaining term of 35 

years or more, other than mobile homes located on rented or 

leased land subject to taxation dS personal property 

pursuant to 15-24-202. It is conclusively presumed that 

residences, other than mobile homes located on rented or 

leased land and subject to taxation as 

pursuant to 15-24-202, that are on 

renewal option of at least 35 years on 

personal property 

leased land have a 

the lease of the 

land, whether or not a renewal option exists in a contract 

or agreement. 

(h) any purchase, redemption, or other transfer of the 

-8-
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shares or units of participation of a group trust, pooled 

fund, common trust fund, or other collective investment fund 

established by a financial institution; 

(i) any transfer of stock or membership certificate in 

a housing cooperative: 

(i) (A) that was financed under one mortgage, if the 

mortgage was. insured under section 213, 22l{d)(3), 

22l{d)(4), or 236 of the National Housing Act, as amended 

(12 u.s.c.A. 1715e, 1715 1, and 1715z-l); 

(B) that was financed or assisted pursuant to section 

514, 515, or 516 of the Housing Act of 1949 (42 u.s.c.A. 

14B4, 1485, or 1486) or section 202 of the Housing Act of 

1959 (12 u.s.c.A. 170lq); or 

(C} that was financed by the Mcntana board of housing 

pursuant to Title 90, chapter 6; 

(ii) whose regulatory and cccupancy agreements were 

approved by the governmental lender or insurer; and 

(iii) when the transfer is to the housing cooperative or 

to a person or family qualifying for p~rchase by reason of 

limited income. Any subsequent transfer from the housing 

cooperative to a person or family not eligible for state or 

federal assistance in reduction cf monthly carrying charges 

or not eligible for interest reduction by reason of the 

income level of that person or f~mily constitutes a cnange 

of ownership. 
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(j) any transfer, which would otherwise be a change in 

ownership, between or among the same pdrties for the purpose 

of correcting or reforming a deed to express the true 

intentions of the parties as long as r.n.e original 

relationship between the grantor and grantee is not chd11ged; 

(k) any intrafamily transfer of an eligible dwelling 

unit, as described in subsection (2), from a parent or legal 

guardian to a child or ward. The child or ward may be an 

adult or minor. 

(2) To be eligible for transfer under subsection 

(l)(k), the dwelling unit must have been the principal place 

of residence of the child or ward prior to the t~ansfer and 

remain the principal place of residence of the cnild or ward 

afcer the transfer. 

NEW SECTION. Section 5. Interspousal transfer -- not 

change in ownership. A change of ownership d~es ~~r include 

an 1nterspousal transfer. As used 1n this section, an 

interspousal transfer includes but is not 1:mited to: 

(1) transfers: 

(a) to a trustee for the beneficidl use of a spouse; 

tb) to the surviving spouse of a deceased transferor; 

er 

(cl by a trustee of the tr~st ~o the spc~se ~f the 

trJstor; 

(2) transfers to a surviving spcuse ttat :at-.e effect 

-10-
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spouse 

decree 

ln 

of 

(4) the creat1cn, trans~er, or tern1ination 1 solely 

between spouses, of any cc-owner's interest; or 

(5) the distribut~cn of a :egal entity's property tu a 

spouse or for~er spouse 1n excl1ange for the interest of the 

spouse in the legal entity in connection with a property 

settlement agreement, decree of dissolution of a marriage, 

or legal separation. 

NEW SECTION. Section 6. Corporate and other legal 

entity ownership. (1) Except as provided in subsections {3) 

and {4), the purchase or transfer of ownership interests in 

legal entities, such as corporate stock or partnership 

interests, does not constitute a transfer of real property 

of the legal entity. 

I 2 J (a) A corporate reorganization is not a change of 

ownership if 1t is a reorganization: 

(i) 1n which all of the corporations involved ar~ 

members of an affiliated group; 

(ii) that qualifies as a reorganization under section 

368 of the ln~ernal Revenue Code; and 

(iii) is a nontaxable event under Montana law. 

(b) A transfer of real property among members of an 
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affiliated group is not a change cf 0w~ership. 

(c) For the purposes of thi:.:. subsection (2), ,;rn 

"affiliated group" is two or rr·.ore corporations connected 

through stock ownership wilh a common parent organization 

if: 

{i) all of the voting stccK, exclusive cf any share 

o~ned by directors, of each of the co:poration~ except the 

parent corporation is owned by one or more of the other 

corporations; and 

(ii) the common parer,t corpor.Jt1on directly owns all of 

the voting stock, exclusive of any shares owned by 

directors, of at least one of the other corporations. 

(3) When a corporation, partnership, or other legal 

entity or any other person obtains control 1n a corporation 

or obtains a majority ownership interest in a partnership or 

other legal entity through the p~rchase or transfer of 

corporate stock, partnership interest, or ownership interest 

in the other legal entities, the purchase or transfer of the 

stock or other interest is a change of ownership of the 

property owned by the corporation, partnership, or other 

legal entity in which the controlling interest is obtained. 

(4) If property is transferred to a legal entity in a 

transaction excluded from change in ownership under (section 

4(l)(b)], then the persons holding ownership interests 1n 

the legal entity immediately after the transfer are 

-12-
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considered the original co-owners. Whenever shares or other 

ownership interest representing cumuldtively more than 50\ 

of the total interest in the entity is transferred by any of 

the original co-owners in one or more transactions, a change 

in ownership of that real property owned by the legal entity 

has occurred and the property that was previously excluded 

from change in ownership under [section 4(l)(b)] must be 

appraised. 

(5) The department shall include a question on returns 

for partnerships, banks, and corporations (except tax-exempt 

organizations) to determine whether the corporation owns 

real property in Montana and, if so, whether cumulatively 

more than 50% of the voting stock or more than 50% of the 

total interest in both partnership capital and partnership 

profits has been transferred by the corporation or 

partnership or has been acquired by another legal entity or 

person during th~ year. 

NEW SECTION. Section 7. 

change in ownership. (:.) 

Joint tenancy 

The creation, 

property 

transfer, or 

termination of any joint tenancy is a change in ownership 

except as provided in [sections 4 and 5] and this section. 

Upon a change in owner~hip cf a Joint tenancy interest, only 

the interest or portion ~hat is transferred from one owner 

to another owner n1ust be appraised. 

( 2) (a) There is DQ cnange in ownership upon the 
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creation or transfer of a joint tenancy interest if the 

transferor or transferors, after tne creation or 

are among the joint tenants. Upon the creation of 

transfer, 

d joir.t 

tenancy, the transferor 

original transferor or 

determining the property 

transfers. The spouses of 

or transferors are considered the 

transferors for purposes of 

to be reappraised on subsequent 

original transferors are also 

considered original transferors within the meaning of this 

section. 

( b) 

tenancy 

of the 

Upon the termination o~ an i~terest 1n any joint 

described in subsection {2)(a), the entire portion 

property held by the criginal transferor or 

transferors prior to the creation of tne joint tenancy must 

be reappraised unless it vests, 1n whole or in part, in any 

remaining original transferot, in wnich case there may not 

be an appraisal. Upon the termination of the interest of the 

last-surviving original transferor, c~ere mJst be an 

appraisal of the interest 

interest in the prop~rties 

then transferred and all other 

that ~ere held by original 

transferors and that were previously excluded from appraisal 

pursuant to this section. 

(c) Upon the term!naticn of a~ in:erest neld by other 

than the original transfercr 1n any ~~~~t tenar1cy des.:ribed 

1n subsection {2J(a), there may r\~t ~e a11 ar1pra1sJl 1f tl:e 

entire interest is transterred either t~ an original 

-l -l-
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transferor or tc all remaining joint tenants. 

( J} Fur the purposes of this section, for jcint 

tenancies created before January 1, 199~, 1t is rebuttably 

presu~ed ~Mat each joint tenant holding an interest i~ the 

prope~ty as of JanLary 1, 1995, is considered an o:1g:nal 

transfe:or. There 1s no presumption for joint tenancies 

created on or after January 1, 1995. 

NEW SECTION. Section 8. Partial interests -- change of 

ownership -- application of tax increase. (1) Except for a 

joint tenancy interest described in [section 4(l)(b) l, when 

an interest in a portion of real property is purchased or 

changes ownership, only the interest or portion transferred 

must be appraised. A purchase or change in ownership of an 

interest with a market value of less than 5% of the value of 

the total property may not be appraised if the market value 

of the interest transferred is less thdn Sl0,000, but 

transfers during any l assessment year must be cun1ulated for 

the purpose cf determining the percentage of interest and 

value transferred. 

'2) If a unit or lot within a cooperative housing 

corporation, condominium, planned unit develo~nent, shopping 

center, industrial park, or other residential or land 

subdivision complex with common areas or facilities changes 

ownership, then only the unit or lot transferred and the 

share in the common arec:1 reserved as an appurtenance vf the 
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unit or lot must be appraised as provided in iS-8-111. The 

increase in property ~oxes resulting from the appraisal must 

be applied by the owner of the property only to the 

tenant-shareholder, le::;;see, or uccupar.t of the individual 

unit or l~t and may not be prorated among all the other 

units or lots cf the property. 

NEW SECTION. Section 9. Eminent domain and similar 

proceedings. The acq~isitio~ of property as a replacement 

for comparable property 1s not a change in ownership if the 

person acqu~r1ng the property has been displaced from 

property by eminent domain proceedings, acquisition by a 

public entity, or governmental action that has resulted in a 

judgment of inverse condemnation. 

NEW SECTION. Section 10. Disasters transfer 

acquisition costs. The acquisition cost of property that 

substantially damaged or destroyed by a disaster, 

of 

lS 

as 

declared by the governor, may be transferred to comparable 

property within the same county. 

NEW SECTION. Section 11. New construction 

exclusions. ( 1) If real properly has been damaged or 

destroyed by misfortune or calamity, timely reconstruction 

of the property or a portion of the property is not new 

construction if the property after reconstruction is 

substantially equivale11t to the property prior to the damage 

or destruction. Reconstruction that is not substantially 

-16-
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equivalent to the damaged or destroyed property is 

considered to be new construction, and only the portion that 

exceeds substantially equivalent reconstruction must be 

reappraised. 

(2) The construction or addition of any active solar 

energy system is not new construction. Active solar energy 

systems that are excluded from new construction are systems 

that use solar devices thermally isolated from living space 

or other areas where the energy is used and that provide for 

collection, storage, or distribution of solar energy. To 

qualify for the exclusion, the solar energy system must be 

used for: 

(a) domestic, recreational, therapeutic, or service hot 

water heating: 

(b) space conditioning; 

{c) production of electricity; 

(d) process heat; or 

(e) 

I 3) 

solar mechanical energy. 

The construction or installation of a 

sprinkler system or other fire extinguishing system, a 

fire 

fire 

detection system, or a fire-related egress inprovement is 

not new construction. 

(4) The construction, installation, or modification of 

any component of a residential improvement for the pl1rpose 

af making the dwelling more accessible to severely disabled 
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persons is not ne~ construction. 

NEW SECTION. Section 12. Appraisal by department 

change in ownership and new construction disputed 

purchase price. (1) Whenever a change in ownership or new 

construction not excluded under [section 11] occurs, the 

department shall appraise the property at the full market 

value of the property effective January l of the next year. 

(2) Upon the purchase of property, the department may 

appraise the property and establish an acquisition cost for 

the property if: 

(a) the department believes that the purchase price of 

a sale of property was not the result of an arm's-length 

transaction betwee~ the buyer and the selleri 

(b) the purchase price is not reported on the realty 

transfer certificate: or 

(c) the purchase price as reported appears to be 

erroneous or incon,p~ete or the department believes that the 

purchase price in any other manner does not represent the 

market value cf the property. 

{ 3) If a purchase price is not reported or if the 

assessed value upon appraisal by the department is more than 

201 greater than :~e reported purchase price, the department 

shall charge the :axpayer for the cost of the ~ppraisal. The 

taxpayer may cc~test t~e department's vai~atic~ ot the 

property as provided in 15-7-102. 
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NEW SECTION. Section 13. Rulemaking authority. The 

department may adopt rules to implement [sectiolls l tJ--,rough 

l:; I • 

Section 14. Section 15-1-201, MCA, is arr.e:--.ded to read: 

"15-1-201. Administration of revenue laws. (l) (a) The 

department of revenue 8h8i¼--ha~e has and shall exercise 

general supervision 

assessment and tax laws 

over 

of 

the administration of 

the state, except Title 

the 

15, 

chapter 70, and over its agents and any officers of 

~Jnicipal corpcraticns having any duties to perform under 

any of the laws of this state relating to ~axation to the 

end that all assessments of property .b~ are made relatively 

just and equal at true value or that other methods of 

valuation are applied to applicable classes of property in 

substantial compliance with law. The department may make 

rules to supervise the administration of all revenue laws of 

the state and assist in their enforcement. 

(b) The department of revenue shall adopt rules 

specifying which types of property within the several 

classes are considered Hcomparable property'' as described in 

15-1-101. 

(C) The department shall also adopt rules specifying 

the methodology to be used in conducting sales assessment 

ratio studies and in determining the value-weighted mean 

sales assessment ratio for all commercial and 1ndustrial 
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real property and improvements. 

(2) The department shall confer with, advise, and 

direct officers of municipal corporations as to their 

duties, with respect to taxation, under the statutes of the 

state. 

(3) The department shall collect annually from the 

proper officers of the municipal corporations information 

about the assessment of property, collection of taxes, 

receipts from licenses and other sources, the expenditure of 

public funds for all purposes, and other information as may 

be needful and helpful in the work of the department in a 

form prescribed by the department. It is the duty of all 

public officers to fill out properly and return promptly to 

the department all forms and aid the department in its work. 

The department shall examine the records of all municipal 

corporations for purposes considered needful or helpful." 

Section 15. Section 15-1-402, MCA, is amended to read: 

"15-1-402. Payment of taxes under protest. (1) The 

person upon whom a property tax or fee 1s being imposed 

under this title may, before the property tax or fee becomes 

delinquent, pay under written protest that portion of the 

property tax or fee protested. The protested payment must: 

{a) be made to the officer designated and authorized to 

collect it; 

(b) specify the grounds of protest; and 
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{C) not exceed the difference between the payment for 

the immediately preceding tax year and the amount owing in 

the tax year protested unless a different amount results 

from the specified grounds of protest7-wni~h-may-±~eittde-b~t 

e~e--not-¼±mited-to-change9-¼ft-aesessment-dtte-ee-~eapp~a±sa½ 

~~der-¼5-~-¼¼¼. 

(2) A person appealing a property tax or fee pursuant 

to chapter 2 or 15 shall pay the tax or fee under protest 

wher. due in order to receive a refund. If the tax or fee is 

not paid under protest when due, the appeal may continue but 

a tax or fee may not be refunded as a result of the appeal. 

(3) If a protested property tax or fee is payable in 

installments, a subsequent installment portion considered 

unlawful by the state tax appeal board need not be paid and 

an action or suit need not be commenced to recover the 

subsequent installment. The determination of the action or 

suit commenced to recover the first installment purtion paid 

under protest determines the right of the party paying the 

subsequent installment to have it or any part of it refunded 

to the party or the right of the taxing authority to collect 

a subsequent installment not paid by the taxpayer plu~ 

interest from the date the subsequent installment ~as due. 

(4) All property taxes and fees paid under protest to a 

counly or municipality must be deposited by :he treasurer of 

tne county or municipality to the credit of a special fund 
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to be designated as a protest fund and must be retained in 

the protest fund until the final determination of any action 

or suit to recover the taxes and fees unless they are 

released at tt'.e request of the county, municipality, or 

other local taxing jurisdiction pursuant to subsection (5). 

This section does not prohibit the investment of the money 

of this fund in the state unified investment program or in 

any manner provided in Title 7, chapter 6. The provision 

creating the special protest fund does not apply to any 

payments made under protest directly to the state. 

(S) The governing board of a taxing jurisdiction 

affected by the payment of taxes under protest in the second 

and subsequent years that a tax protest remains unresolved 

may demand that the treasurer of th-e county or municipality 

pay the requesting taxing jurisdiction all or a portion of 

the protest payments to which lt is entitled, except the 

amount paid by t:,,e taxpayer in the first year of the 

protest. The decision in a previous year of a taxing 

jurisdiction to leave protested taxes in the protest fu~J 

does ~at preclude it from demanding in a subsequent year a~y 

or all of the paymen:s to which it is e11titled, except the 

first-year protest amount. 

I 6) (a) If action before the c-., ... nly tax api='e::il t:....:aia, 

state tax ~p~ea~ ooard, or d1s:r.~t court 1s ·:ct c~.,~21:cea 

within the time specifie,J. ur if. the action is c-..:m.T,e:1c~c. ,:1:·1d 
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finally determined in favor of the aepartrnent of revenue, 

county, municipality, or treasurer o~ the county or the 

municipality, the amount of the pr~:ested portions of the 

property tax er fee must be taken from the protest f~nd and 

depo5i~ed to the credit of the 

property tax belongs, less a pro 

costs of administration of the 

fund ~r funds to which the 

rata deduction for the 

pr~test f~nd and related 

expenses charged the local governme:'.t L:nits. 

(b) If the action is finally determined adversely to 

the department of revenue, a county, a municipality, or the 

treasurer of a county or a municipality, then the treasurer 

shall, upon receiving a certified copy of the final judgment 

in the action from the state tax appeal board or from the 

district or supreme court, as apprcpr1ate, if the final 

action of the state tax appeal board is appealed in the time 

prescribed, refund to the perscn in ~hose favor the Judgment 

is rendered the amount of the protested portions of the 

property tax or fee deposited in the protest fund, and not 

released pursuant to subsection {5), as the person holding 

tt1e judgment is entitled to recover, together with interest 

from the date of payment under protest, at the greater of: 

(i) the rate of interest generated from the pooled 

investment fund provided for in 17-6-203 for the applicable 

period; or 

{ii) 6t a year. 
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IC) If the amount retained 1n the protest fund is 

~nsuff1cient to pay all sums due the taxpayer, the treasurer 

shall apply the available amount first to tax repayment, 

then interest owed, and lastly to costs. 

(d) If the protest actiun is decided adversely to a 

taxing ju=isdiction and the amount retained in the protest 

fund is insufficient to refund the tax payments and costs to 

which the taxpayer is entitled and for which local 

government units are responsible, the treasurer shall bill 

and the taxing jurisdiction shall refund to the treasurer 

that portion of the taxpayer refund, including tax payments 

and ccsts, for which the taxing jurisdiction is p~oratably 

responsible. 

I e) 

{ 6) (d), 

In 

the 

satisfying the requirements oE subsection 

taxing jurisdiction is allowed not more than 1 

year from the beginning of the fiscal year following a final 

resolution of the protest. The taxpayer is en~itled to 

interest on the unpaid balance at the greater of the rates 

referred to in subsections (6)(b)(i) and (6)(b)(ii) from the 

date of payment under protest until the date of final 

resolution of the protest and at the combined rate of lhe 

federal reserve discount rate quoted from the federal 

reserve bank in New fork, New York, on the date of final 

resolution, plus four percentage points, from the date of 

final resolution of the protest until refund is made. 
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(7) A taxing jurisdiction may satisfy the requirements 

of this section by use of funds from one or more of the 

following sources: 

(a) imposition of a property tax to be collected by a 

special tax procest refund levy; 

{b) the general fund, except that amount generated by 

the all-purpose mill levy, or any other funds legally 

available to the governing body~ and 

(C) proceeds from the sale of bonds issued by a county, 

city, or school district for the purpose of deriving re~enue 

for the repayment of tax protests lost by the taxing 

jurisdiction. The governing body of a county, city, or 

school district is authorized to issue the bonds pursuant to 

procedures established by law. The bonds may be issu~d 

without being submitted to an election. Property taxes may 

be levied to amortize the bonds. 1
' 

Section 16. Section 15-6-134, MCA, 1s amended t~ read: 

•15-6-134. Class four property -- description 

taxable percentage. (l) Class four property includes: 

(a) all land except that specifically incl~ded 

another class; 

ir. 

(b) all improvements, including 

home~ used as a residence, except 

included 1n arotner class; 

trailers or mobile 

these specifically 

(c} the first $80,0CO or less of the market vaiue of 
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any improvement o~ real property, including trailers or 

mobile homes, d~d appJrtenant land not exceeding 5 acres 

owned or under c2;1tract fer deed and actually occupied tor 

at least 10 mo~:~s a year as the primary resider1tial 

dwelling of any person whose total income from all sources, 

including net b·~s1ness income 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 perscn or $12,000 for a ma[[ied couple or a 

head of househo:j, as adjusted according to subscct~on 

(2){b)(ii),-. For t:'1e purposes of this subsection (c), net 

business income 1s grcss income less ordinary operating 

expenses but be~~re deducting depreciation or depletion 

allowance, or bot:' .. 

(d) all go:.: courses, including land and improvements 

actually and necessarily used for that purpose, that consist 

of at least 9 hoies and not less than 3,000 lineal yards; 

and 

(e) all 1rnpr .:,\•ements 

valuation, assess~Ent, and 

0:1 land 

taxation 

thdt is eligible for 

as agric'c.lltural land 

under 15-7-202{2), .ncluding 1 acre of real property be~eath 

the agric~ltura: i2pr0vemencs. The l dcre n1ust be valued at 

market valLle. 

(2) Class f;_: prcperty 1s :dxeJ dS foll~ws: 

(a) Except J5 provided in 15-24-1402 or 15-2.;.-.J.501, 
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l property descrioed in SLlbsecti0r1s ( 1) I a), (l)(b), and ( j_ )( e) 

2 is taxed at 3.86, of its market value. 

3 ib) Ii) Property descLibed in subsection I l) i c) .s 

4 taxed at 3.86> of its market value multiplied by a 

5 percentage fig~re based on income and determined from tr.e 

6 following table: 

7 Income Income Percentage 

8 Single Person Married Couple Multiplier 

9 Head of Household 

10 $ 0 - $ 1,000 $ 0 - $ 1,200 0% 

11 1,001 - 2, ODO 1,20: - 2,400 10% 

12 2,001 - 3,000 2,401 - 3,600 20% 

13 3,001 - 4,000 3,601 - 4,800 30% 

14 4,001 - 5,000 4,801 - 6,000 40% 

15 5,001 - 6,000 6,001 - 7,200 50% 

16 6,001 - 7,000 7,201 - 8,400 60% 

17 7,001 - 8,000 8,401 - 9,600 70% 

18 8,001 - 9,000 9,601 - 10,800 BOi 

19 9,001 - 10,000 10,801 - 12,000 90% 

20 I ill The income levels contained in the table ll1 

21 subsection ( 2) I b) ii J must be adjusted for inflation annually 

22 by the department of revenue. The adjustment to the income 

23 levels is determined by: 

24 (A) multiplying the appropriate dollar amount from the 

25 table in subsect1011 I 2 jib) Ii) oy the ratio of the PCS for 
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the second quarter of the year prior to the year of 

application to the PCE for tr.e second quarter of 1986; and 

(B) roundihg the product thus obtained to the nearest 

whole dollar amount. 

(liiJ "PCE:" means tte implicit price deflator for 

personal consumption expenditJres as published quarterly in 

the Survey of Current Business by the bureau of economic 

analysis of the U.S. department of corr~erce. 

(c) Property described :n subsection (l)(d) 1s taxed at 

one-half the taxable perce~tage rate established in 

subsection (2)(a). 

t3t--A£ter--a~±y--i,-±986 7 -a~-ao;~~~men~-m~y-no~-be-~ede 

by-the-de~ertment-to-t~e-taxaete-pereentage-rete--fo~--e±as~ 

£ocr--prope~ty-tl~tit-e-re~aitlat±on-ha~-been-made-a~-provid~d 

¼~-15-~-Hh 

t4tJ.ll. Within the mear.ing of comparable property as 

defined in 15-1-10::.., property assessed as cornmercial 

properly 1s comparable only :o other property assessed as 

commercial property I and property dSsessed as other than 

commercial property is comparable only to other property 

assessed as other than comrr,ercial property." 

Section 17. Section 15-7-101, MCA, is amended to read: 

•15-7-101. Classification and appraisal -- duties of 

the department of revenue. I l ) It is the duty of the 

department of revenue to acconplish the following: 
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(a) the classification of all taxable lands; 

(b) the appraisal, when required, of ei½ taxable city 

and town lots; 

(c) the apprai5al, when required, of 8½! taxable rural 

and urban improvements. 

( 2) A record ~l"iet"eot of the classification and 

appraisal mu~t be kept upon stteh those maps, plats, and 

forms and entered in 9tleh books of record es-may-be that are 

prescribed by the department. s~ch The maps, plats, forms, 

and books of record sha¼r-be ~ official records of the 

state. A certified copy of a¼¼-s~eh requested records as-may 

be-de~±red-shatt must be furnished to the department. 

(3) It sne¼¼--b~ is the duty of the department to 

maintain and keep currer1t the classification of all taxable 

lands and appraisal the assessed value of city and town lots 

and rural and urban improvements, as provided for ~erein in 

this title,•1 

Section 18. Sectior. 15-7-102, MCA, is amended to reac!: 

•15-7-102. Notice of classification and appraisal to 

owners appeals. (1) The department of revenue shall, 

through its agent as specified in subsection ( 2} , ma ii t:, 

each owner er purchaser under contract for deed a notice of 

the classification cf the !and owned or being purcnased and 

the appraisal of the improvements on the lana only 1f one 0r 

more of the f~~lowing changes pertaining to the land or 
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improvements have been made since the last notice: 

change in ownersn1p; 

change in classification; 

(a) 

(b) 

(C) change in valuationr i:'.cludin_g_ __ the approval or 

denial of a change in valuation based on an independe11t 

a.e.e.~isal under [~ectLon 11: or 

(d) addition or subtraction of 

affixed to the land. 

( 2) (a) The county assessor 

personal property 

shall assign each 

assessment to t~e ccrrect owner or purchaser under contract 

for deed and mail the notice of classification and appraisal 

on a standardized form, adopted by the department, 

containing sufficient informatio~ 1n a comprehensible manner 

designed to fully inform the taxpayer as to th~ 

classification and appraisal cf the property and of changes 

over the prior tax year. 

{b) The notice must advise the taxpayer that in order 

to be eligible for a refund cf taxes from an appeal of tne 

classification or appraisal, the taxpayer 1s required to pay 

the taxes under protest as prcvided in 15-1-402. 

( 3) If the owner cf a~y land and improve~ents 1s 

dissatisfied with the appra~sal as ~t refiects the market 

value of the property as Ce:::errr.i:--.~d bi the depar-..:.rr.e;1t, wiL~ 

t.f'.e deniai of a rec.:·.Jct:.~-;· - ·;a·_·-1e ~dsed __ Llt''..Jn an deper~?'=.2-1_.s_ 

d.E.£Faisal, or ;.,.,1t!'", t..7e classification of the land or 
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improvements, :he owner may request an assessn1ent rev:ew oy 

submitting an objection in writing to the deparlment, on 

forms provided by the department for that purpose. w~thi~ 15 

days after receiving the notice of classlficaticn and 

appraisal from the department. The review must be ccnducted 

informally and is not subject to the c0ntested case 

procedures of the Montana Administrative Proced~re Ac:. As a 

part of the review, the department may conside= the--~et~ai 

seii~~g-priee-ef-the-~~eperty, independent appraisals of the 

property7 and other relevant information prese~ted by the 

taxpayer in support of the taxpayer's opinion as to the 

mark~t value of the property. The department shall give 

reasonable notice to the taxpayer of the time and place of 

the review. After the review, the department shall determine 

the true and correct 

land or improvements 

determination. In the 

appraisal and classification of the 

and notify the taxpayer of its 

notificationr the departme~t shall 

state its reasons for revising the cla~s1fica~1on or 

appraisal. When the proper appraisal and classification have 

been determined, the land must be classified and the 

improvements 

department. 

appraised in the manner ordered 

(4) Whether a review as provided in subsection 

by the 

I 3) is 

held or r.ot, 

appraisal or 

the department or its agent may not adjust an 

classification upon taxpayer's objection 
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unless: 

(a) the taxpayer has submi:ted an objection in writing; 

and 

(b) the department or its agent has stated its reason 

in writing for making the adjustment. 

(5) A taxpayer's written objection to a classificationL 

refusal to lower a valuation~ or appraisal and the 

department's :1otification to the taxpayer of its 

determination and the reason for that determinatiwn are 

public reccrds. The department shall make the records 

available for inspection during regular office hours. 

(6) If any property owner feels aggrieved by tne 

classification or appraisal made by the department a~ler the 

review provided for in subsection (3), the property owner 

has the right to first appeal to the county tax appeal board 

and then to the state tax appeal board, whose findings are 

final subject lo the right of review in the courts. The 

appeal to the county tax appeal board musl be filed within 

15 days after notice of the 

mailed to the taxpayer. 

department's determination is 

A county tax appeal board or the 

state tax appeal board may consider the actual selling price 

of the property, independent appraisals of the property, and 

other relevant information presented by the taxpayer as 

evidence 0f the n,arket value of the property. If the county 

tax appeal board or the stale tax appeal bo~rd determines 
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that an adjustment should be made, the department shall 

adjust the base value of the property in accordance with the 

board's order.'' 

Section 19. Section 15-7-103, MCA, is amended to redd: 

"15-7-103. Classification and appraisal -- ~~~e~ai--and 

tlniform methods. (1) It is the duty of the department of 

revenue to implement the provisions of 15-7-101 through 

15-7-103 by providing: 

{a) for a generai--end--ttniform xethod of classifying 

lands in the state for the purpose of securing an eqtlitabie 

and-nni£orffl-ba~i~-o£ assessment of-~a±d within each class of 

lands for taxation purposes; 

(b) for a 9eneral-and-nni~orffl method of appraising city 

and town lots; 

(c) for a genera±--and--ttniform method of appraising 

rural and urban improvements; 

(d) for a general and uniform method oE appraising 

timberlands. 

(2) All lands ~hai± must be classified according to 

their use or uses and graded within each class according to 

soil and productive capacity. In ~tlen the classification 

v,;ork, '.J.Se ~kal± mu5t be made of soil s·,~r·-1eys and i7laps and 

a:J other pertinent available infor~ation. 

(J) All lands must be clas:::.ified Dy pat·cels vr 

subdivisions not exceeding l section each, by the sections, 
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fractional sectic11s, or lots of all tracts of land that have 

been sectionized oy the United States government, or by 

metes and bounds, whichever yields a true description of the 

ldr.d. 

(4} All agricultural lands must be classified and 

appraised as agricultural lands without regard to the best 

and highest value use of adjacent or neighboring lands. 

f5t--Tn--eny--per±od±e--~eve±ttat±on--o£-taxobie-property 

eompleted-ttnder-the-prev±s±ons-o~-±5-~-ll¼-niter-danttary--¼, 

±9867--ai¼-pro~erty-e±assi£ie0-i"-TS-&-i3 ◄ -mtt9~-be-appraise0 

on-i~s-ffla~ket-vai~e-¼n-the-same-year,-T"e--department--~~a±T 

p~bY¼sh-a-rtlie-spee±ey±n~-the-year-tlsed-¼n-~he-app~a±~a±, 

t6t_ill All sewage disposal systems and domestic use 

water supply sys~e~s of all dwellings may not be appraised, 

assessed, and taxed separately from the land, house, er 

other improve~e~~s in which they are located. in--no--eYen~ 

moy-the The sewa~e dispc,sal or C.omestic water supply sysrerrs 

ma~ be incl..;ded :.·,-:ice by ir,cluding them in t.he val:..1ati..:ir. 

and assessing t~em separat~ly. 11 

Section 20. Sectic11 15-7-li2, MCA, is amended :o read: 

'"l~-7-112. Equalization of valuations. The sa:c:e met:--,..:C 

of appraisal and assessment sha¼i must be usea eacc1 

county of the sta:e to tne e11d lha:. comparable prcper:y t~6~ 

_s assessed b,L ::--.ar;.:t::t ·,:.,:llu~ 'w'itfl sj_m11ar true 1,:.;1r~~':: \."d~ .... es 

dnd s~bject cc taxat10'.1 1n Montana ~~ai¼ must ::a.,,.e 
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substantially equa: taxable values ot--th~--end--0£-eeeh 

eye¼ieei-r~v~i~etio~-progre~-~ere±~be~ore-pre~±ded. 11 

Section 21. Seccior1 15-7-201, MCA, is amended to read: 

"15-7-201. (Tempor~ry applicable to 1986 land 

valuation schedules) 

agricultural property. 

Legislative intent -- value of 

(1) Because the market value af many 

agricultural properties is based upcn speculative purchases 

that do not reflect che productive capability of 

agricultural land, it is the legislative intent that bona 

fide agricu:tural prcperties be classified ar.d assessed at a 

value that is excl~sive of values attributed to urban 

influences or specu:ative pJrposes. 

(2) Agricultural land must be classified according to 

its use, which classifications include but are not limited 

to irrigated use, nonirrigated use, and grazing use. Within 

each class, land must be assessed at a value that is fairly 

based on its abi:icy to produce, taking into consideration 

the classification system in existence on Jdnuary 1, 1986, 

provided that the department niay consolidate tillable 

irrigated land classes. With relation to irrigated land, 

water costs must be taken into consideration, except at no 

time may the resu~ting value of irrigated land be reduced 

below the value that the lar1d would have if it were not 

irrigated. 

(3) Capital costs, SLlCh as improved water distribution, 
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fertilizer, and land shaping that increase productivity, ffidY 

not be used in determining assessed values. 

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

schedules) Legislative intent value of agricultural 

property. '(l) Because the market value of many agricultural 

properties is based upon speculative purchases that do not 

reflect the productive capability of agricultural land, it 

is the legislative intent that bona fide agricultural 

properties be classified and assessed at a value that is 

exclusive of values attributed to urban influences or 

speculative purposes. 

(2) Agricultural land m~st be classified according to 

its use, which classifications include but are not limiled 

to irrigated use, nonirrigated use, and grazing use. 

(3) Within each class, land must be subclassified by 

production categories. Production categories are determined 

from the productive capacity of the land based on yield. 

(4) In computing the agricu~tural land valuation 

schedules to take effect on January 1, 1994, and, 

thereafter, on the--erreet~v~--date--when-eaeh-~evai~~tion 

eyete-take~-effeet-ptt~~ttant-to-TS-~-±ii January 1 at 3-year 

intervals, the department of revenue shall determine the 

productive capacity value of all agricultural lands using 

the formula V = I/R where: 

(a) V is the per-acre productive capacity value of 
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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 as provided in subsection (5); and 

(c) R is the capitalization rate and is equal to 6.4%. 

This capitalization 

agricultural land 

required by law. 

rate must remain in effect until new 

valuation schedules are computed as 

(5) (a) Net income must be de~ermined 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 water cost data 

for the base period. 

{i) Commodity price data and grazing fees 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. 

(iii) Allowable water costs consist only of the per-acre 

labor costs and energy costs of irrigation. 

(A) Labor costs are zero for pivot sprinkler irrigation 

systems; $4.50 an acre fo: tow lines, side roll, and lateral 

sprinkler irrigation systems; and 59 an acre for hand-moved 

and flood irrigation systefls. 
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(B) Energy costs must be based on per-acre energy costs 

incurred ir1 1992. By July l, 1993, an owner of irrigated 

land shall provide the department, on a forra prescribed by 

:he department, with energy costs incurred i~ 1992. In the 

event that no energy costs were incurred in 1992, the owner 

of irrigated land shall provide the department with energy 

costs from the most recent year available. The department 

shall adjust the most recent year 1 s energy costs to reflect 

costs in 1992. 

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

alfalfa hay, adjusted to 80% cf sales price, and the base 

crop for valuation of nonirrigated land is wheat. The base 

unit for valuation of grazing lands is the average grazing 

fee for a 1,000-pound animal, 

(d) The base period used to determine net 1ncorr,e must 

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

to the date the revaluation cycle ends. Commcdity price data 

and grazing fees referred to in subsection t5)(b) must be 

averaged for the 7-year period, b~t the average m~s: exclude 

the lowest and highest commodity prices or grazing fees in 

the period. 

{6t The department shall Ccffip~le data ai~d develop 

valuation nranuals ddopted by rule to i~pleme~t the valuatio~ 

~•ethod established by s~bsecticr1s \~) a11~ L51. 

(7) The governor shall appo~nt an adv:s21y con~ittee of 
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perscns knowledgeable 1n agriculture and agricultural 

economics to compile and review the data ~eqLired by 

sL.:.bsections (4) and (5). The advisory committee shall 

inciude cne member of the Montana state university, college 

of agriculture, staff. The advisory cow~ittee shall 

recommend agricultural land valuation schedu:es to the 

department. With respect to irrigated land, the value of 

irrigated land may not be below the val',Je that the land 

would have if it were not irrigated. 11 

Section 22. Section 15-7-202, MCA, is amended to read: 

"15-7-202. (Temporary) Eligibility of land for 

valuation as agricultural. (1) Contiguous parcels of land 

totaling 20 acres or more under one ownership shall be 

eligible for valuation, assessment, and taxation as 

agriculturdl land each year that none of the parcels is 

devoted to a commercial or industrial use. 

(2) Except as provided in subsection {8), contiguous or 

noncontiguous parcels of land totaling le~s than 20 acre~ 

under one ownership that are actively devoted to 

agric·ultural use !!~ed:±--be ~ eligible for valuation, 

assessment, and taxation as here±" provided in this section 

each year ~ the parcels meel any of the following 

qualifications: 

(a) the parcels produce and the owner or the owner's 

agent, employee, or lessee markets not less than $1,500 in 
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annual gross income from the raising of agricultural 

products as defined in 15-1-101; or 

(b) the parcels would have met the qualification set 

out in subsection (2)(a) were it not for independent 

intervening causes of production failure beyond the control 

of the producer or marketing delay for economic advantage, 

in which case proof of qualification in a prior year will 

suffice. 

(3} Parcels that do not meet the qualifications set out 

in subsections (1) and (2) sh~ii ~ not be 

valued as agricultural if they are part 

classified or 

of a platted 

subdivision that is filed wirh the county clerk and recorder 

in compliance with the Montana Subdivision and Platting Act. 

( 4) Land may not be classified or valued as 

agricultural if it is subdivided land with stated 

restrictions effectively prohibiting its use Eoc 

agricultural purposes. For the purposes of this subsection 

only, ''subdivided land 11 includes parcels of land larger than 

20 acres that have been subdivided for commercial or 

residential purposes. 

(5) The grazing on land by a horse or other animals 

kept as a hobby and nae as a part of a bona fide 

agricultural enterprise ek8i± ~ not be considered a bona 

fide agricultural operation. 

(6) If land has been valued, assessed, and ldxed as 
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agricultural land in any year, it e"a½i must continue to be 

~e valued, assessed, and taxed as agricultural land until 

the department reclassifies the property. A-ree½eeeitieation 

doee-ftoC-mea~-re~aittat~o"-Ptl~etlent-to-±5-7-iii• 

(7) For the purposes of this part, growing timber is 

not an agricultural use. 

(8) Subject to the provisions of subsections (2)(a) and 

(2)(b), property upon which sod, orndmental, nursery, or 

horticultural crops are raised, grown, or produced must 

consist of at least 10 acres before the property is eligible 

to be classified as agricultural land. Improvements devoted 

to crop production described in this subsection may not be 

included in class eleven property. 

15-7-202. (Effective July 1, 1994) Eligibility of land 

for va1uation as agricultural. {ll (a) Contiguous parcels of 

land totaling 160 acres or more under one ownership are 

eligible for valuation, assessment, and taxation as 

agricultural land each year that none of the parcels is 

devoted to a residential, commercial, or industrial use. 

(b) (i) Contiguous parcels of land of 20 acres or rno~e 

but less than 160 acres under one ownership are eligible fa~ 

valuation, assessment, and taxation as agricultural land if 

the land is used primarily for ra:..sing and marketing, as 

defined 1n subsection (l)(c), p!Oducts that meet lhe 

definition of agricultural in 15-1-101. A parcel of land is 
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for raising agricultural 

owner's immediate family 

members, agent, employee, or lessee markets not less than 

$1,500 in annual gross income from the raising of 

agricultural products produced by the land. The owner of 

land that is not presumed to be agricultural land shall 

verify to the department that the land is used primarily for 

raising and marketing agricultural products. 

(ii) Noncontiguous parcels of land that meet the income 

requirement of subsection {l)(b)(i) are eligible for 

valuation, assessment, and taxation as agricultural land 

under subsection (1) (b) (i} if: 

(A) the land is an integral part of a bona fide 

agricultural operation undertaken by the persons set fcrth 

in subsection (l)(b)(i) as defined in this sect~on; and 

{B) the land is not devoted to a residential, 

commercial, or industrial use. 

(c} For the 

''marketing" means 

purposes of 

the selling of 

this s:...ibsection I 1) , 

agricultural ?roducts 

produced by the land and includes but is net limited to: 

(i) ~ental or lease of the land as long as t~e land 15 

actively used for grazing livestJcK ~~ for ether 

agricultural purposes; and 

(ii) rentdl payments m~de unci~r l~e tede!~: conservat1un 

reserve program er a s~ccessor to tMat pro~ram. 
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(2] Except as provided in subsection (8), contiguous or 

noncontiguous parcels of land totaling less than 20 acres 

under one ownership thac are actively devoted to 

agricultural ~se are elig'ible for valuation, assessme11t, and 

taxation as agricultural each year the parcels meet any of 

the following qualifications: 

(a) the parcels produce and the owner or the owner's 

agent, employee, or lessee markets not less than $1,500 in 

annual gross income from the raising of agricultural 

products as defined in 15-1-101; or 

{b) the parcels would have met the qualification set 

out in subsection (2)(a) were it not for independent 

intervening causes of production failure beyond the control 

of the producer or marketing delay for economic advantage, 

in which case proof of qualification in a prior year will 

suffice. 

(3) Parcels that do not meet the qualifications sel out 

in subsections (1) and (2) may not be classified or valued 

as agricultural if they are part of a platted subdivision 

that is filed with the county clerk and recorder 

compliance with the Montana Subdivision and Platting Act. 

1n 

( 4) Land may not be classified or valued as 

agricultural if 1t is subdivided land with stated 

restrictions effect:vely prohibiting its use for 

agricultural purposes. For tf"',e purposes of this subsection 

-43-

1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0050/01 

only, ''subdivided land'' includes parcels of land larger than 

20 acres that have been subdivided for commercial or 

residential purposes. 

(5) The grazing on land by a horse or other animals 

kept as a hobby and not as a part of a bona fide 

agricultural enterprise is net considered a bona fide 

agricultural operation. 

(6) The department may not classify land less than 160 

acres as agricultural unless the owner has applied to have 

land classified as agricultural land. Land of 20 acres or 

more but less than 160 acres for which ~o an application for 

agricultural classification has not been made is taxed as 

provided in 15-6-133(1) (C), If land has bee,: valued, 

assessed, and taxed as agricultural land in any year, it 

must continue to be valued, assessed 1 and taxed as 

agricultural until the department reclassifies the property. 

A-r~e±e~~±fie8tio~-do~~-~ot--m~e~--~e~a±tiet±en--~~~~ttent--to 

t5-~-liic 

(7) For the purposes of this part, growing timber is 

not an agricultural use. 

(8) Subject to the provisions of subsections ( 1)' 

(2)(a), and (2)(b), property upon which sod, ornamental, 

nursery, or horticultural crops are raised, grown, or 

produced must consist of at least 10 acres before the 

property is eligible to be classified dS agricultural land. 
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Improvements devoted to crop production described in this 

subsection may not be included in class eleven property." 

Section 23. Section 15-7-303, MCA, is amended to read: 

•is-7-303. Definitions. As used in this part, 

following definitions apply: 

the 

( 1) 11 Partial interest'' means a percentage interest in 

property when less than 100%. 

(2) "Person" means and includes an individual, 

corporation, partnership, or other business organization, 

trust, fiduciary, or agent or any other party presenting a 

document far ~ecordaticn. 

I 3 l 

(a) 

''Real estate'' includes: 

land; 

(b) growing timber; 

[C) buildings, structures, 

improvements affixed to land; and 

.!..'!)_ mobile homes. 

fixtures, fences, and 

(4) 1'Transfer'' means an act of the parties or of the 

law by which the title to real property is conveyed from one 

person to another, 

{ 5) "Value'1 means the amm~nt of the full actual 

consideration there£e~ paid or to be pdid for real estate, 

including the amount of any lien or liens ,~eree~ on the 

real estate." 

Section 24. Sect.ion l'>-7-305, MCA, is amended to read: 
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"15-7-305. Realty transfer certificate required. {l) 

The county clerk and recorder shal~ cause to be executed by 

the parlies to the transact1on or their agents or 

representatives a certificate dec:aring the consideration 

paid or to be paid for the real estate transferred. ,!..!! 

addition to containing matter regui;ed by the department of 

revenue~ a valid certificate must: 

(a) contain the social security n~~~ers or, in the case 

~~- entities that are net individuals, the tax 

identification numbers of the tr~nsferors and transfereesi 

(b) contain, under penalty for perj~ry as provided in 

45-7-201, a statement that the transferors and transferees 

under oath, or equivalent affirmation, swear or affirm that 

the recorded transaction was an arm's-length transaction, as 

defined in [section lj: and 

(c) be signed by both the tra~sferor and transferee or 

~ appropriate agent fc!" a t;ar.sfercr or transferee tha;t 

is a legal entity and not an individual. 

(2) No An instrument or deed evide;:cing a transfer of 

real estate may not be accepted for recordation until the 

certificate or a claim for exe:npt10n ~rsuar.t ~o 15-7-307(2) 

has been received by the county c!er~ and recorder. The 

validity or effectiveness cf a~ 11ls~r~.me11t or deed as 

between the parties to it ~r,e.i-1:: ~~i: :1:::it: be affec+:.ed by the 

failure to comply . .,.i:..:1 the previsions ir. this part. 
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(3) The forrn of certifi.cat::E- :,hed:l ~;.:st be pre:,cribed by 

the department of-r~..,e-:::e, a;-;d the department shall pro1,--ide 

an adequate supply of :,~eh fo~ms to each county clerK and 

recorder 1n the state. 

{ 4) The cler~ and rec0rder shall p1·epare a like 

certificate for each contract for deed filed for recording. 

{5) The clerk and recorder shall transmit each executed 

certificate to the depart~ent." 

Section 25. Section 15-7-307, MCA, is amended to read: 

"15-7-307. Certificate -- exceptions. W The 

certificate imposed by this part sha¼¼ does not apply to: 

t±t~ an instrument recorded prior to July 1, 1975~ 

tZti!U. the sale vf agricultural land when the land 1s 

used for agricultural purposes; 

t3tiS.l. the sale of timberland when the land is used for 

producing timber; 

t4t ill the United States of America, this state, or any 

instrumentality, agency, or subdivision thereof; 

t5till an instr~:r.e-n1: w!i'f'el-! that (without added 

consider-ation) confirms, corrects, modifies, or supplements 

a previously recorded instrume,1t; 

t6ti.U. a transfer pursuant to court decree; 

tTt.L9..l a transfer pursuant to mergers, consolidations, 

or reorganizations of corpo~ations, partnerships, or other 

business entities; 
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t8t1b.l a t.ransfer by a subsidiary corporation to its 

parent corporation withou: actual consideration or 1n sole 

consideration of the cancellatio~ or surrender of subsidiary 

StOCKi 

t9till a transfer of decedents· estates; 

t±6tlli a transfer of a gift; 

fi:it~ a trar.sfer between husband and wife or parent 

and child with only nominal actual consideration therefor; 

t¼itill an instrument the effect of which is to 

transfer the property to the saffie party or parties; 

f¼3tl!!U.. a sale for delinquent taxes or assessments, 

sheriff sale, bankruptcy action, or mortgage foreclosure; 

tY4t~ a transfer made in co~templation of death. 

(2} A transferee shall file a claim of exemption on 

forms provided by the department of revenue before a 

transfer specified in [sections l through 13) or in 

subsection (1) of this sectio~ is exernpt from the 

certification re_guirement of this part." 

Section 26. Section 15-8-J! 1, MCA, is amended to read: 

•15-8-111. Assessment market value standard 

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

100% of its market value except as otherwise provided. 

(2) (a) Market value is the va:~e at which property 

would change hands between a willing buyer and a willing 

seller, neither being under any ccnpulsion to buy or to sell 
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and both having reasonable knowledge of relevant facts. 

(b) If the department of revenue uses construction cost 

as one approximgtion of market value, the department shall 

fully consider reduction in value caused by depreciation, 

whether through physical depreciation, functional 

obsolescence, or economic obsolescence. 

{c) Exc~pt as provided in subsection {3), the market 

value of all motor trucks; agricultural tools, implements, 

and machinery; and vehicles of all kinds, including but not 

limited to boats a~d 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-re~enne shall prepare 

valuation schedules showing the average wholesale value when 

a national appraisal guide does not exist. 

(3) The department of-re~en~e or its agents may not 

adopt a lower or different standard of value from market 

value in making the official assessment and appraisal of the 

,alue of properLy, except: 

(a} the wholesale value for agricultural implements and 

machinery is the lean value as shown in the Official Guide, 

Tractor and Far~ Eq~ipmenL, published by the nationa: farm 

and power equip~e~t dealers association, St. Louis, 

Missouri; 

I u) for agricult~ral implements and machinery not 
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listed in the official guide, the department shall prepare a 

supplementill manual where the values reflect the same 

depreciation as those found in the official guide; and 

(C) 

I 4 l 

as otherwise authorized in Title 15 and Title 61. 

For purposes of taxation, assessed value is the 

same as appraised value. 

( 5) The taxable value for all property is the 

percentage of market or assessed va:Je established for each 

class of property. 

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

through l5-6-l33 15-6-134 and 15-6-143 is as follows: 

(a) Properties in 15-6-13l, under class one, are 

assessed at 100% of the annual net proceeds after deducting 

the expenses specified and allo~ed by 15-23-503 or, if 

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

15-23-517. 

:n 1:i-6-132, :.1r:.de r c~ a:::.s t'wO, are (b) Properties 

assessed at 100\ of cne an~ual gr~ss proceeds. 

(C) ?coperties ln 15-6-133, ~nder class three, are 

assessed at 100% of the prcductive capacity of the lands 

when valued for agric~ltur3l p~rpcses. All lands that meet 

the qualifications of l5-7-202 are valued as agricultural 

lands for tax purposes. 

{d) Be~tMn~ng--de~~a~y-±,-±9 ➔ 8 1 -a~d-e~eir.g-Beeembe~-~±, 

¼99~,-prepertie~-in-±S-6-i43 1 -tl~der-~±a~~-teM,-are--a~~e~~ea 
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at--¼&6%--o~--the--eofflO~ned--~~p~a¼sed-~a±tte-of-~~e-·standi~g 

t¼mber-and-9razin9-p~edtteei~i~y-of-the-land-when--~ai~ed--~s 

t±mbet"±eif'!07 The a .. ~sessed \'a.lue of property in_c~as_s ~u_r, as 

described in ~5-6-13~, 1s the acguisitio~ cost of the 

property as de:er~ined ~n '.sections l through 13]. 

(eJ Beginning 2anuary 1, 1994, properties in l~-6-143, 

under class ten, are assessed at ~00% of tne forest 

productivity value cf the land when valued as forest land. 

( 7) Land and che improvements on the land are 

separately assessed when ar.y of the following conditions 

occur: 

(a) ownership of the improvemen:s is different fro1n 

ownership of the land; 

(b) 

(c) 

the taxpayer makes a written request; or 

the land is outside an incorporated city or town. 

tS~b~~~~io~--t6ttdt-terminate~-aa~~ary-±,-i99•--!@eo-%9,-eh, 

i8a7-b,-t99t,t'' 

Section 27. Section 15-8-112, MCA, is amended Lo ,ead: 

•is-8-112. Assessments to be made on classification and 

appraiea± assessment. (1) Phe Subject to the provisions of 

15-8-111, the assessments of all lands, city and tow11 lots, 

and all improvements m~st be made on the classification and 

appraisal assessment as rrade.L or- caused to be made~__;:_ 

~proved by the departrr.ent of revenue. 

(2) The percentage basis of assessed value as provided 
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for in chapter 6, part l, is determined and assigned by the 

departmerit when it makes its annua: assessment of the 

property wh±eh tha:: it is requi:-ed to assess centrally under 

the laws cf this scate. The departrne11t shall transmit sueh 

the determina.cior. and assignr.,er,t t.:i its agents in the 

various ccunties with the as.sessments ~o made, and its 

determination is final except as to the right of review in 

the state tax appeal board er the proper court.'' 

Section 28. Section 15-10-412, MCA, is amended to read; 

"15-10-412. Property tax limited to 1986 levels -

clarification -- extension to all property classes. Seclion 

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

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

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

part 1. 

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

interpreted to mean that, except as otherwise provided 1n 

this sectio,1, the actual tax liability for an individual 

property is capped at the dollar a~ount due in each taxing 

unit for the 1986 tax year. !n 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 taxi 119 Ull it, except in a taxing 

unit that levied a tax 111 tax yea:cs 1983 through 1985 but 

did not levy a tax i11 1986, in which case the acludl tax 
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liability tor an individual property is capped at the dollar 

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

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

not prohibit a further increase in the total taxable 

valuation of a taxing unit as a result of: 

{a) annexa:ion of real property and improvements into a 

taxing unit; 

(b) construction, 

improvements; 

expansion, or remodeling 

(C} transfer of property into a taxing unit; 

(d) subdivision of real property; 

(e) reclassification of property; 

:: E 

{f) increases in the amount of production or the value 

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

15-6-132; 

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

status; or 

(h) revaluations caused by~ 

tit--eye~~ee¼-reapprai~ai;-er 

fii:t expansion, addition, replacement, or remodeling of 

ir.1provemencs. 

(4) The lim~tation on the amount of taxes levied does 

not prohibit a fur~her increase in the taxable valuatio~ er 

i11 the actua: tax liability on individual property 1n eacl~ 

class as a result of: 
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(a) a reval~atio~ caused by~ 

tit construction, expansion, replacement, or remodeling 

of improvements that adds value to the property; or 

tiit-ey~±~eai-~~appra~sai7 

(b) transfer of property into a taxing unit; 

(c) reclassification of property; 

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

of production for property described in 

15-6-132; 

15-6-131 or 

(e) annexati~n of tne individual property into a new 

taxing unit; or 

(f) convers1~n of the individual property from 

tax-exempt to taxable status. 

t5t--Prope~ty--tM--ete33-fotlr-is-va±tled-aeeord±~g-to-t~e 

proeedtl~es-tlsed-±"-¼986,-±ne±tlding-the-de3±9n8t±on--0£--±98~ 

a~--tke--beee--year,--tln~i±--t"e-reeppre±~at-eyete-beg+nn±n~ 

OeMttery-±,-i9B6,-ts-eomp±eted-end-new-~eT~ation~-ere--~½aeed 

on--~he--~ax--ro±±s--anC--e-ne~-~e~e-year-a~~+9naeed,-~f-the 

property-is~ 

tat--new-eonstruet±on~ 

tbt--expanded,---de±eted,---repiaeea,----or----~emode¼ea 

tmprovement~; 

tet--annexe6-~reper~77-er 

tdt--properey---e~~~~rt~d- tr~~--~o~-~xe~pt--eo--t~~ab¼~ 

~tattlST 
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t6t--P~o~erty-dese~i~ed-±M--~tlO~eetio~~--t5ttat--tMre~~n 

t5ttdt--~hat--±s-net-e¼a~~-£oar-~ro~erty-±s-~a±~ed-aeeord±n~ 

to-t~e-~roeed~re~-~~eO-in-~966-o~t-±s-a±~o--~~bje~t--to--tne 

dollar-eap-~~-eaeh-ea~i~~-tln~t-b~~ed-o~-i986-mil~~-ie~ied~ 

tt-till The :.:..rr..!tation vn the amount of taxes, as 

clarified in this sectio~, ls i~tended to leave the property 

appraisal and val~acion methodology of the department of 

revenue intact. Determi~ations of county classifications, 

salaries of local government officers, and all other matters 

1n which toca: taxable valuation is an integral component 

are not affected by 15-10-401 and 15-10-402 except for the 

use of taxable valuat~on in fixing tax levies. In fixing tax 

levies, the taxing units of local government may anticipate 

the deficiency in reven~es resulting from the tax 

limitations 1n 15-10-~0l 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 tne 1986 tax year unless: 

(a) except as provided in subsection t8tte:t (~, the 

taxing unit's taxalle valuation decreases by 5% or more from 

the 1986 tax year. If a taxing unit's taxable val11atic~ 

decreases by 51 er more from the 1986 tax year, it may levy 

additional mills to compe11sate ~or the dec~eased taxable 

Vdluation, but the mills levied may not exceed a 11umber 

calculateC to equal the revenue froi,, property taxes for the 
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1986 tax year in thdt taxing u~it. 

(b) a levy authorized under Title 20 raised less 

revenue in 1986 than was raised 1n either 1984 or :ga~, in 

which case the taxing 11nit may, after approval by the voters 

in the taxing unit, raise each year thereafter an additional 

number of mills but may 11ot levy mere 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 nL:.mber ot mills levied in eitt:er 1984 

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

by the voters in the taxing un1c, levy each year thereafter 

an additional number of mills but may not levy more than the 

3-year average number of mills levied f~r that purpose 

during 1984, 1985, and :986. 

tBtill (a) Except as provided in subsection tBttbt 

_L.§lJ.£1, if a taxing unit has :evied additional mills under 

subsection t~ttat l~Jj __ _Af tc co~pensate for a decrease in 

taxable valuation, it may continue to levy additional mills 

to equal the revenue from property taxes for the 1986 tax 

year when the taxing unit's taxable vdluation is greater 

than 95% but less than 100% of the taxing unit's taxable 

valuation in tax year 1986. 

(b} When the taxable valuation of a taxing unit that 

levied additional mills under subsection f1'ttot ~_) (a} or 
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t8ttat ~ is equal to or greater than the taxing unit's 

taxable valuation in tax year 1986, 1t may not levy 

additional mills to compensate for a subsequent decrease in 

taxable valuation unless the conditio~s of subsection tittat 

illill are satisfied. 

t9tl1.l The limitation on the amownt of taxes levied 

does not apply to the following levy or special assessment 

categories, whetDer or not they are based on commitments 

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

(a) rural improvement districts; 

(b) special improvement districts; 

(C) levies pledged for the repayment of bonded 

indebtedness, including tax increment bonds; 

(d) city street maintenance districts; 

(e) tax increment financing discricts; 

(f) satisfaction of judgments against a taxing unit; 

(g) street lighting assessments; 

lh) revolving funds to support any categories specified 

in this subsection t9t l21• 

Ii) levies for economic development authorized pursuant 

to 90-5-112(4); 

I j l levies authorized under 7-6-502 for juvenile 

detention programs; 

( k) levies authorized ~nder 76-15-531 and 76-15·-532 for 

conservation district specia: administrative assessments; 
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I 1 J elementary and high school districts; and 

( lT,) voted poor fund levies authorized under 53-2-322. 

rt"t.L~J The limitation on the amount of taxes levied 

dces not apply in a taxing unit if the voters in the ~axir~g 

unit approve an increase in tax liability fo!l~wing a 

resolution of the governing body of the taxi~g 

containing: 

un:t 

(a) a finding that there are insufficient funds tv 

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 shortfal: 

expected by the taxing unit; 

id l a statement that applicable fund balances are or by 

the end of the fiscal year will be depleted; 

te) a findi~g that there are no alternati~e s=~rces ci 

reven~e; 

(f) a summary of the alternatives that 

body of the taxing 1Jnit has considered; and 

tf',e g.:iver1~.:..ng 

(g) a statement of the need for the increa5ed :eve11ue 

and how it will be used. 

ti±ti ... ?.l (a) ':'!1e limitation o.i t.ne ar:iol:.r:t:. .:,f -:.axes 

lev1ej d~~~ n0t dpply to levies i-~~1J1r~J t~ ~~J[~~s the 

funding of relief of suffering cf 1nhab1td:1:s caused by 
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fanine, conflagra~ion, er other public calamity. 

(b) The limitation sec forth in this chapter on tt1e 

amount of taxes levied does net apply to levies co support: 

(1) a ci:y-co~nty board of health as provided in Tit~e 

50, chapter 2 1 if ~he gover~lng bodies at 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 t~e electorate under 7-34-102(2); and 

(iii) a rail authority, as provided in Title 7, chapter 

14, part 16, authorized by a board of county commissioners. 

A levy for the support of a rail authority may not exceed 

the 6-mill limit established in 7-14-1632. 

t±~tl2.Q.l The limitation on the amount of laxes levied by 

a taxing jurisdiction subject to a statutory maximum mill 

levy does not prevent a taxing jurisdiction from increasing 

its number of mills beyond the statutory maximum mill levy 

to produce revenue equal to its 1986 revenue. 

fi3t@l_ The limitation on the amount of taxes levied 

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

protest in acccrdance with 15-1-402. 

fi4t_LW A taxing jurisdiction that included special 
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improvement district revolvi~g fund levies in the limitation 

on the amount of taxes levied pr~or to April 22, 1993, may 

continue to include the amo~nt of the levies within the 

dollar amount due in each taxing ~nit for the 1986 tax year 

even if the necessity ~or che revolving fund has di.•1inished 

and the levy authority has been transferred.'' 

Section 29. Section 15-15-101, MCA, is amended to read: 

"15-15-101. County tax appeal board -- meetings and 

compensation. (1) The board of county commissioners of each 

county shall appoint a three-member county tax appeal board, 

with the members to serve staggered terms oE 3 years each. 

The members of each county tax appeal board ~kart must be 

residents of the coJnty 111 which they serve. They shall 

receive compensation oE $45 a day and travel expenses, as 

provided for in 2-18-501 through 2-18-5D3, only when the 

county tax appeal board is ~n session to hear taxpayers' 

appeals Erom property tax assessments or when they are 

attending meetings called by :he state tax appeal board. 

Travel expenses and compensation must be paid from the 

appropriation to the state ~ax appeal board. Office space 

and equipment for the county tax appeal boards must be 

furnished by the county. All other incidental expenses must 

be paid from the appropriation of the state tax appeal 

board. 

(2} The county tax appeal board shall hold an 
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organizational meeting each year on the date of its first 

scheduled hearing, immediately before conducting the 

business for which the hearing was otherwise scheduled. It 

must continue in session fr0m tin1e to time to hear protests 

concerning assessments made by the department of revenue 

until the business of hearing protests is disposed of, but, 

except as provided in 15-2-201, not later chan 60 days after 

the department of revenue or its agent: 

(a) has mailed notice of classification and appraisal 

or valuation to all property owners and pu.rchasers under 

contracts for deed as required in 15-7-102; and 

(b) has notified the county tax appeal board that 

classification and eppraisei assessment notices have been 

mailed to all property owners and purchasers under contracts 

for deed, 

(3) In connection with an appea~, the county tax appeal 

beard may change any assessment er fix the assessment at 

some other level. The county clerk shall publish a notice to 

taxpayers, giving the time the county tax appeal board will 

meet to hear protests concerning assessments and the latest 

date the county tax appeal board may take applications for 

the hearings. The notice must Ue published 1n a newspaper if 

any is printed in the county or, if none, then in the manner 

that the ~ounty tax appeal bJard directs. Tt1e notice must be 

published at least 7 days prior to the first meeting of the 
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county tax appeal board. 

(4) Challenges to a departme~t of revenue rule 

governing the assessment of property er co an assessment 

procedure apply only to the taxpayer bringi,1g the challenge 

and rnay not apply to all similarly sitLlated taxpayers unless 

an action is brought in the district cv~rt as provided in 

15-1-406. 11 

Section 30. Section 15-15-103, MCA, is amended to read: 

•15-15-103. Examination of applicant -- failure to hear 

application. (1) Before the county tax appeal boarJ grants 

any application or makes any reduction applied for, it must 

examine on oath the person or agent making the application, 

touching the value of the property of each person. No A 

reduction mttst may not be made unless ~tte~ the person or 

agent makes an application, as provided in 15-15-102, and 

attends and answers all questions pertinent to the inquiry. 

T:-te testimony ot all v,1itnesses upon ~tl~f'\ :r.e i1earing musl be 

taken in shorthand or by stenotype or electronically 

recorded and preserved for l year. If ~he dec::.sion of the 

county tax appeal board is appealed, all testi1n0ny ~ust be 

transcribed or otherwise reduced :o writing and :orwarded, 

together witr. all e~hibits, to the state tax ~ppeal board. 

The date of hearing, the proceedings befcre ~he board, a.nd 

the decis1on must be entered upon ~~e ~:::~tes ~·E the D~rlrd, 

and the board shal: notify the appl1canc 0! :ts dec1si~n by 
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mail ~ithin 3 days t~ereefte~ after the hearing. A copy of 

the ,n1nutes of the county tax appeal board must be 

tran~mitted cc the state tax appeal boar~ no _ater than 3 

days after the board holds its fin~l hearing of the year. 

I 2) It' a co~nty tax a?peal board refuses c: fai:s :..o 

hear a taxpayer 1 s timely application for a reduct1~n in 

valuatio~ of property, the taxpayer's app:ication is 

considered to be granted on the day follo~ing the beard's 

final meeting for that year. The county treasurer shall 

enter the ep~~e±sei assessment or classificatio~ scug~t :n 

the application in the assessment book. An applicaticn is 

not automatically granted for the following appeals: 

(a) 

(0) 

tnose listed in 15-2-302; and 

if a taxpayer's appeal from the department's 

determination of classification or appraisal made pu:.-suant 

to 15-7-:02 was not received in time, as provided fer i,1 

15-l~-102, to be considered by the board during its current 

60-day session.'' 

Section 31. Section 77-1-208, MCA, is amended to reaJ: 

"77-l·-208. Cabin site licenses and leases -- method of 

establishing value. (l) The board shall[, taking into 

acccunt recommendations of the state land board advisory 

counci~, l set the annual fee based on full market value for 

eacn catin site and for each licensee or lessee who at any 

time ~i~hes ~o cont1riue or assig11 the Jice11se or ledse. The 
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fee must attain fJll market value based on appraisal of the 

cabin site value as determined by the departmer1t of revenue. 

The licensee or lessee has the option to pay the entire fee 

on March 1 o:.- to divide the fee into two equal payrne~ts due 

March l and September l. ~~e---~aitl~-may-be-i~~~ea~~d-or 

Oeereased-e~-a-re~tit~-e~-tne-9te~ewirl~-~e~±odic--~evaitlatio" 

0£--pro~erty-p~rstlaM~-to-iS-?-i¼¼, An appeal of a caLJin site 

value determined by the department of revenue must be 

conducted pursuant to Title 15, chapter 2. 

(2) The board shall set the fee of each initial cabin 

site license or lease or each current cabin site license or 

lease of a person ~ho does not choose to retain the license 

or lease. The initial fee must be based upon a system of 

competitive bidding. The fee fer a person whc w~shes to 

retain that license er ~ease must be determin~d under the 

method provided for 1n subsection (1). 

(3) The board Shdll follow the procedures set forth in 

77-6-302 through 77-6-306 for the disposal or valuation of 

any fixtures or improven1ents placed upon the property by the 

tl1en-current lice~see or lessee and shall require the 

subsequent licensee or lessee whose bid is accepted by the 

board to purchase those fixtures or improvements 1n the 

mannec required by tl1e board. (Bracketed language in 

subsection (1) terminates March 1, 1996--sec. 17, Ch. 586, 

L. 1993. )" 
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NEW SECTION. Section 32. Repealer. Sections 15-7-111, 

2 15-7-113, 15-7-114, 15-7-401, 15-7-402, and 15-7-403, MCA, 

3 are repealed. 

NEW SECTION. Section 33. Codification instruction. 

5 [Sections 1 tl1rough 13] are intended to be codified as an 

6 integral part of Title 15, and the provisions of Title 15 

7 apply to [sections 1 through 13]. 

8 NEW SECTION. Section 34. Contingent effective date --

9 applicability. [This act] is effective January 1, 1995, and 

10 applies to all tax years beginning after December 31, 1994, 

11 if the constitutional amendment proposed in Bill No. 

12 [LC 14) is passed and approved by the electorate in the 

13 November 1994 general election. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0062, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act implementing a proposed constitutional amendment on property tax administration that would allow the valuation of 
residential property to be based upon acquisition cost; providing that the assessed value of class four property is based 
upon the acquisition cost of the property; providing that the acquisition cost will be changed when the property is 
purchased or newly constructed or when its ownership changes; providing certain exclusions relating to change in ownership; 
allowing a reduction in the acquisition cost if substantiated by an independent appraisal provided by the property owner; 
providing that construction for damage repair or replacement, solar energy systems, residential handicapped access, and fire 
safety do not affect the acquisition cost of the property; providing administrative changes to implement the system of 
valuing class four property by acquisition cost; and providing a contingent effective date and an applicability date. 

ASSUMPTIONS: 
1. There are 20~,000 owner occupied housing units in Montana (1990 Census). 
2. The proposal would change the assessed value of these owner occupied units for taxing purposes beginning in FY96. 
3. For the purposes of this fiscal note, it is assumed that increases in property tax liability due to the new assessment 

procedures listed in the proposal are not limited by I-105 (see technical note). 

FISCAL IMPACT: 

Revenues: 

The proposal does not impact FY94 or FY95 property tax revenues. The proposal will begin to impact property tax revenues in 
FY96. The impact to property tax revenues is dependant on several factors, including sale activity, the economic conditions 
contributing to market value change, the rate of inflation as measured in the proposal, and the ability and rate at which 
property owners hire independent appraisers. Since it is impossible to predict these factors, an impact of the proposal to 
property tax revenues cannot be calculated. 

Expenditures: (Department of Revenue) 

Implementation of this proposal would require additional total administrative expenses of $834,420 in FY95. This expense 
includes a one-time software change/modification cost of $91,800 and a one-time upgrade of the department's AS/400 mid-range 
computer at a cost of $495,000. 

(continued next page) 

"2-i ;,2-f~93 
EWIS, BUDGET DIRECTOR DATE BOB RANEY, PRIMARY SPONSOR DATE 

Office of Budget and Program Planning Fiscal Note for HB006£.,. as introduced 

HB 6'2 



Fiscal Note Request, HB0062. as introduced 
Form BD-15 page 2 
( continued) 

FISCAL IMPACT: 

Expenditures: (continued) 

Property Valuation 
Current Law 

FTE 
Personal Services 
Operating Expenses 
Equipment 

Total 

Funding: General Fund 

TECHNICAL NOTE: 

0 
$ 0 

0 
Q 

$ 0 

$ 0 

FY '94 
Progosed Law 

0 
$ 0 

0 
Q 

$ 0 

$ 0 

FY '95 
Differens;:e Current Law ProQO§ed Law Difference 

0 0 6.00 6.00 
$ 0 $ 0 $ 50,700 $ 50,700 

0 0 271,800 271,800 
Q Q 511,9,lO Sll,,920 

$ 0 $ 0 $ 834,420 $ 834,420 

$ 0 $ 0 $ 834,420 $ 834,420 

The I-105 property tax freeze does not contain exemptions for increase in taxes due to either inflation adjustments to 
assessed value or to changes in the ownership of the property. 




