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53rd Legislature LC 0152/01
Special Session 11/93
1 tja/fgg __ BILL NO. €5
2 INTRODUCED BY Q’LM o
\ =
4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING
5 PROPERTY TAX RELIEF FCOR LOW- TO MODERATE-INCOME HOUSEHOLDS
6 AND FOR THE ELDERLY; INCREASING THE MARKET VALUE OF CLASS
7 FOUR PROPERTY ELIGIBLE FOR A REDUCED TAX RATE; REVISING THE
8 INCOME LIMITATIONS FOR TAXATION OF CLASS FOUR PROPERTY;
9 REVISING THE DEADLINE FOR APPLICATION FOR CLASSIFICATION OF
10 CLASS POUR PROPERTY; INCREASING THE PROPERTY TaX CREDIT FOR
11 THE ELDERLY; AMENDING SECTIONS 15-6-134, 15-6-1%1, 15-7-102,
12 AND 15-30-176, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE
13 DATE AND AN APPLICABILITY DATE."
14
15 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
16 Section 1. section 15-6-134, MCa, is amended to read:
17 "15-6-134. Class four property -- description -
18 taxable percentage, (1) Class four property includes:
19 {a)y all 1land except that specifically included in
20 another class;
21 {b) all improvements, including trailers or mobile
22 homes used as a residence, except those specifically
23 included in another class;
24 {c) the first $86r888 $100,000 or less of the market
25 value of any improvement on real property, including
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trarlers or moblle homes, and appurtenant land not exceeding
3 acres owned or under contract for deed and actually
occupied for at least 10 months a year as tne primary
residential dwelling of any person whcse toral income  from
all sources, 1including net business 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 $3167866 316,000 for a single person or $¥27668 $20,000

for a married couple or a head of household, as adjusted

according to subsection (2)(b)(ii). For the purposes of this
subsection (¢}, net Dbusiness income is gross income less
ordinary cperating expenses but befare deducting

depreciation or depletion allowance, or both.

{(dy all golf courses, inecluding land and improvements
actually and necessarily used for that purpose, that consist
of at least 9 nine hales and not less than 3,000 lineal
yards; and

(e) all improvements on land that ‘s eligible fcr
valuation, assessment, and taxation as acricultural land
under 15-7-202(2), including 1 acre =f real property bereath
the agricultural improvements, The . acre must be valuyed at
market value.

(2) Class four property is taxed as follows:

(a) Except as provided in 15-24-.402 or 15-24-1501,

property described in subsections (ljta), (1j(b), and (1)(e)
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is taxed at 3.86% of its market va.ue.
{(b) (1} Property described in subsection (l){c} is
taxed at 3.86% of its marker wvalue muitiplied by a
percentage figure based on income and determined from the
fcllowing table:
Income Income

Percentage

Single Person Married Couple Multiplier

Head of Househalé

§~—--B-—-5-37086 - 8-—-5-37288 0%
$ 0 -5 1,600 S g - § 2,000

ry88:——-—-— 27000 -i520-———- 27400 10%

1,601 - 3,200 2,001 - 4,000

2766——~—~ EFL:LT:) 27483 ———-— 37664 20%

3,201 - 4,800 4,001 - 6,000

3786F-~——- 47608 -3768%-—--- 45868 30%

4,801 -~ 6,400 6,001 - 8,000

4760~——-- Srb886 ~4780%-—-——- 6y0688 40%

6,401 - 8,000 8,001 - 10,000

5708-——~-- 67860 -676860F—~——- Frzde 50%

B,001 - 9,600 10,001 - 12,000

6788 ~———~ F7008 -Fr28-—---- 87468 60%
9,601 - 11,200 12,001 - 14,000

Froot--—-- 87866 -87483-—~-- 37606 708
11,201 - 12,800 14,001 - 16,000

B8788+-———-— 9;6686 ~-9;606r--——-18788¢0 80%
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12,801 - 14,400 16,001 - 18,000
9788r~-—~-187680 3167B0----227080 90%
14,401 - 16,000 18,001 = 20,000
{1i) The income levels contained in the tabie 1in

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

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

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

{(i1ii) "PCE" means the implicit price deflator for
perscnal consumption expenditures as published quarterly in
the Survey of Current Business by the bureau of economic
anélysis ¢f the U.,S5. department of commerce.

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

(3) After July 1, 1986, an adjustment’may not be made
by the department to the taxable percentage rate for class
four property until a revaluation has been made as provided
in 15-7-111,

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

assessed as other than commercial property."

Section 2. section 15-6-151, MCA, is amended to read:
"15-6-151. Application for certain class four
classifications. (1) A person applying for classificaticn of
property described in subsection (1)(¢) of 15-6-134 shall
maxe an affidavit to the department of revenue, on a form
provided by the department without cost, stating:

{(a) hts the person's income;

(b) the fact that me the person maintains the land and
improvements as nts the person's primary residential
dwelling, where when applicable; and

{(c) suech other information as that is relevant to the
applicant's eligibility.

(2) This application must be made before Marem-%* April
15 of the year after the applicant becomes eligible. The
application remains in effect in subseguent years unless
there is a change in the applicant's eligibllity. The
taxpayer shall inform the department cf any change in
eligibility. The department may inquire by mail whether any
charge in eligibility has taken place and may require a new

statement of eligibility at any time that it considers
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necessary.
(3) The affidavit is sufficient it the applicant signs

a8 statement affirming the correctness of the information
supplied, whetner or not the statement is signed before a
person authorized to administer ocaths, and mails the
application and statement to the department of-revemne. This
signed statement snamid must be treated as a statement under

oath ©r equivalent affirmation for the purposes of 45-7-202,

relating to the criminal offense of false swearing."
Section 3. secrion 15-7-102, MCA, is amended to read:

"15-7-102. MNotice of classification and appraisal to

owners -—- informacrional notice -- appeals. {1} (a} The

department of revenue shall, through its agent as specified

in subsection (2}, mail

to each owner or purchaser under
contract for deed a notice of the classification of the land
owned or being purchased and the appraisal of the
improvements on the land only if one or more of the
following changes pertaining to the land or improvements
have been made sirce the last notice;

tar{i} change in ownership;

tby(il) change in classification;

tey(iil) change in valuaticn; or

tdy(iv}) additisn ar subtraction of personal property

affixed to the Lani.

(b) When the notice reguired in  subsection (1) ia)

w
v
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mailed, information must be included informing the taxpayer

that the taxpayer may be eligible for a reduced property tax

rate under 15-6-134 and for a property tax credit  for the

elderly under Title 15, cnapter 30, part i.

{2} (a) The county assessor shall assign each
assessment to the ¢orrect 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 information in a comprehensible manner
designed to fully iaform the taxpayer as to the
classification and appraisal of the property and of changes
over the prior tax year.

{b) The notice must advise the taxpayer that in ordex
to be eligible for a refund of taxes from an appeal of the
classification or appraisal, tnhe taxpayer ils regquired to pay
the taxes under protest as provided in 15-1-402.

{3) If the owner of any land and I1improvements 1is
dissatisfied with tne appraisal as it reflects the market
value of the property as determined by the department or
with the classification of the larnd or improvements, the
owner may request an assessment review by submitting an
objection in writing to the department, on foras provided by
the department for that purpose, within 15 days after
receiving the notice of classification and appraisal from

the department. The review must be conducted infermally and
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is not subject t¢ the contested case procedures of the
Montana Administrative Procedure Act. As a part of the
review, the department may cecnsider the actual selling price
of the property, independent appraisals of the property, and
other relevant information presented by the taxpayer in
support of the taxpayer's opinion as to the market value of
the property. The department shall give reascnable notice to
the taxpayer of the time and place of the review. After the
review, the department shall determine the true and correct
appraisal and classification ¢of the land or improvements and
notify the taxpayer of its determination. In the
notification, the department shall state its reasons for
ravising the classification or appraisal. When the proper
appraisal and classification have been determined, the 1land
muyst be clagsified and the improvements appraised in the
manner ordered by the department.

{(4) Whether a review as provided in subsection (3) is
held or not, the department or its agent may not adjust an

appraisal or classification upon :the taxpayer's objection

unless:

(a) the taxpayer has submitted 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 classification
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or appraisal and the department's notification to the
taxpayer c¢f its determination and the reason ftor that
determination are public records. The department shall make
the records available Eor inspection during regular office
hours.

(6) 1f any property cwner feels aggrieved by the
classification or appraisal made by the department after 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 to the right cof review in the courts. The
appeal to the county tax appeal board must be filed within
15 days after notice of the department's determination is
mailed to the taxpayer. A county tax appeal becard or the
state tax appeal board may consider the actual selling price
of the property, independent appraisals of the property, and
cther relevant information presented by the taxpayer as
evidence of the market value ¢f the property. If the county
tax appeal board or the state tax appeal board determines
that an adjustment should be made, the department shall
adjust the base value cof the property in accordance with the

board's order.™

Section 4. Secticn 15-30-176, MCA, iz amended to read:
"15-30-176. Residential property tax credit for elderly

-- computation of relief. The amount of the tax c¢redit

-9~

granted under the provisions of 15-30-.71 through 15-30-173
1s computed as follows:

(1) Ir the case of a c¢laimant who owns the homestead
for wnich a claim is made, the credit is the zmount cof
property tax paid less the deduction specified in subsection
(4).

(2) In the case of a claimant who rents the homestead
for which a claim is made, the credit is the amount of
rent-equivalent tax paid less the deductcion specified in
subsection (4).

{3) In the case of a claimant who both owns and rents
the hemestead for which a claim is made, tne credit is:

(a) the amount of property tax paid on the owned
portion of the homestead .ess the deducrisn specifiied in
subsection (4); plus

(b} the amount <¢f rent-equivalent tax paid on the

rented portion of the homestead les

{1t

the decducticn specified
in subsection (4.
{4) Property tax paid and rent-equivaler: tax paid are

reduced according to the fallowing schedule:

Household income Arcunt of redugtion
S 0-39399 30
1,000-1,559 S0

2,000-2,999 the praduct of .00o times tea o,

1NCome

3,000-2,999 the product of .016 times the mousehold income
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4,000-4,999 the product of .024 times the household income
5,000-5,959 the product cf .02B times the household income
6,000-6,999 the product of .032 times the household income
7,000-7,9989 the product of .035 rimes the household income
8,000-8,999 the product of .033 +i.mes the hgousehold income
9,000-9,999 the product of ,042 times the household income
10,000-10,999 the product of ,045 times the household income
11,000-11,999 the product ¢f ,048 times the household income
12,000 & over the product of .050 zimes the household income

{(5) In no case may +the credit agranred exceed S480

$1,000."
NEW SECTION. Section 5. Effective date -
applicability, (Thise act] is effective on passage and

approval and applies to tax years beginning after December
31, 1993.

~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 HB0O65, as introduced.

DESCRIPTION OF PROQPOSED LEGISLATION:

hn act generally revising property tax relief for low- to moderate-income households and for the elderly; increasing the market
value of class four property eligible for a reduced tax rate; revising the income limitations for taxation of clags four
property; revising the deadline for application for classification of class four property; increasing the property tax credit
for the elderly; and providing an immediate effective date and an applicability date.

ASSUMPTIONS :

Low-In i Px am

1. The changes to the low-inccome exemption program apply to tax year 1994.

2. Under current law, the base year (1986) top income levels for the low-income exemption table are $10,000 and $12,000 for
single filers and married couples, respectively, as provided for in MCA, 15-6-134. The inflation adjustment provided for
in that same statute resultg in top income levels of $13,361 and $16,034 for tax year 1994.

3. Under the proposal, the basBe year (1986) top income levelg for the low-income exemption table are changed to 316,000 and
$20,000 for single filers and married couples, respectively. When the inflation adjustment is applied to thege values, the
top inccome levels for program eligibility become $21,278 and $26,723 for tax year 1994.

4. Under current law, approximately 48,150 homes would be eligible for the program in tax year 19%4, with 9,630 actual
applicants receiving an average tax reduction of $192.82, for a total reduction in tax liability of $1,856,8320.

5. Under the proposal, approximately 93,795 homes will be eligible for the program, with 31,265 applying for and receiving an
average tax reduction of $300, for a total reduction in tax liability of $9,379,500.

6. Total increased tax cost of the program is approximately $7,520,000.

Increase in Elderly Homeowner/Renter Maximum Credit

1.

2.
3.
4.

The change in the maximum credit allowed under the elderly homeowner/renter credit program is effective for tax year 1994,
and impacts fiscal year 1995 income tax collections.

Under current law, approximately 17,800 filers claim an average credit of $237 for total relief of $4,218,600.

Under the proposal, approximately 17,800 filers will claim an average credit of $259 for total relief of $4,610,200.

The total reduction in income tax collections in fiscal year 1995 from this proposal is $391,600.

FISCAL IMPACT:

(see next page)

@M /2-% L2523

DAVE LEWIS, BUDGET DIRECTOR DATE RUSSELL FAGG, PRIMARY SPONSOR DATE
Office of Budget and Program Planning Fiscal Note for HBOQES, as introduced

HE 65




Fiscal Note Request, HBOQES5, ag introduced
Form BD-15 page 2
{continued)

FISCAL IMPACT: {(continued)

Expenditures: (Department of Revenue - General Fund)

In order to implement the provigions cf this bill, administrative costs increase a total of $34,720 in fiscal year 1994 (%$22,200
for personal services; $9,700 for operating expenses; and $2,820 for computer system upgrades).

Revenues:
Individual Income Tax FY 94 FY ’95
Current Law Propoged_ Law Difference Current Law Pr Law Difference
Income Tax $327,093,000 $327,092,000 S$o $341,848,000 $341,456,400 ($391,600)
Penalties/Interest 1,275,000 1,275,000 0 2,573,900 2,973,000 Q
Total $328,368,000 $328,368, 000 $o $344,821,000 $344,429,400 ($391,600)
Fund Information:
General Fund 195,895,335 195,885,335 o] 315,080,224 314,722,693 {(357,531)
School Equalization 104,015,574 104,015,574 0 0 0 0
LRB - Debt Service 28,457,091 28,457,091 0 29,7 176 29,706,707 (34,069)
Total 328,368,000 328,368,000 0 344,821,000 344,429,400 (291,600)

Change in State Property Tax Revenues

The proposal results in a total net decreagse in prcperty tax revenue of $7,522,664 in FY95 and subsequent fiscal years. The
results are summarized in the tables below:

FY94 FYSS
Universities $ 0 $ (114, 745)
State Egualization (95 mills) 0 {(1,8316,781)
Total 3 0 $§ (1,931,526)

EFFECT ON LOCAT, REVENUES:

Change in Property Tax Revenue:

FY94 FY95
Counties $ 0 $ (1,524,792)
Local Schools 0 (3,046,858)
Cities/Towne 0 (1,019,487)
Total 3 0 $ (5,591,137)

TECHNICAL NOTE:

Increasing the maximum credit allowed under the current law elderly homeowner/renter credit program (MCA,15-30-171, et. seq.)
will not result in expanding property tax relief for two reasons: first, simply increasing the maximum credit allowed has
virtually no impact on the number of homes qualifying for the credit--no new homes will be brought into the program. Second,
increasing the maximum credit impacts relatively few of the homes that are currently in the program. For example, in a 1990
sample of 195 homeowner/renter credit returns, only 27 (14%) had a maximum allowable credit of %$400. Increasing the maximun
credit amcunt to $1,000 would increase the average credit for these homeowners from $400 to $533; but the average credit fer
all homeowners in the sample would increase by only $21.





