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LC0701 .01 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE METHOD OF VALUING IRRIGATED 

5 AGRICULTURAL LAND; ESTABLISHING A BASE WATER COST FOR COMPUTING NET INCOME FROM 

6 IRRIGATED LAND; ESTABLISHING AN ENERGY COST BASE YEAR FOR IRRIGATED LAND; LIMITING 

7 ALLOWABLE WATER COSTS TO A MAXIMUM OF $35 PER ACRE OF IRRIGATED LAND; REVISING THE 

8 PHASEIN OF THE TAXABLE VALUE OF AGRICULTURAL LAND; ESTABLISHING AN ADVISORY 

9 COMMITTEE TO STUDY METHODS FOR USING SOIL CAPABILITY FOR THE VALUATION OF 

10 AGRICULTURAL LAND; AMENDING SECTIONS 15-7-201 AND 15-7-221, MCA; REPEALING SECTION 

11 15-7-221, MCA; AND PROVIDING EFFECTIVE DATES, APPLICABILITY DATES, AND A TERMINATION 

12 DATE." 

13 

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

15 

16 Section 1. Section 15-7-201, MCA, is amended to read: 

17 "15-7-201. (Applieallle Temporary -- applicable to 1994 and later land valuation schedules) 

18 Legislative intent -- value of agricultural property. ( 1) Because the market value of many agricultural 

19 properties is based upon speculative purchases that do not reflect the productive capability of agricultural 

20 land, it is the legislative intent that bona fide agricultural properties be classified and assessed at a value 

21 that is exclusive of values attributed to urban influences or speculative purposes. 

22 12) Agricultural land must be classified according to its use, which classifications include but are 

23 not limited to irrigated use, nonirrigated use, and grazing use. 

24 (3) Within each class, land must be subclassified by production categories. Production categories 

25 are determined from the productive capacity of the land based on yield. 

26 (4) In computing the agricultural land valuation schedules to take effect eR daR1,tary 1, 1994, anEl, 

27 tl=rnreafter, en the effeetive Elate when each revaluation cycle takes effect pursuant to 15-7-111, the 

28 department of revenue shall determine the productive capacity value of all agricultural lands using the 

29 formula V = I/R where: 

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

2 (bl I is the per-acre net income of agricultural lalld in each land use and production category and 

3 is to be determined as provided in subsection (5); and 

4 (c) R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

5 until new agricultural land valuation schedules are computed as required by law. 

6 (5) (a) Net income must be determined separately in each land use based on production categories. 

7 (b) Net income must be based on commodity price data, grazing fees, crop share arrangements, 

8 and water cost data for the base period~, as follows: 

9 Ii) Commodity price data and grazing fees for the base period must be obtained from the Montana 

1 0 Agricultural Statistics and from the Montana crop and livestock reporting service. 

11 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

12 (iii) Allowable water costs consist only of the per-acre labor costs iffi&L energy costs of irrigation, 

13 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

14 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

15 (Al Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

16 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

17 (Bl Energy costs must be based on per-acre energy costs incurred in 1992. By July 1, 1993, an 

18 owner of irrigated land shall provide the department, on a form prescribed by the department, with energy 

19 costs incurred in 1992. In the event that no energy costs were incurred in 1992, the owner of irrigated 

20 land shall provide the department with energy costs from the most recent year available. The department 

21 shall adjust the most recent year's energy costs to reflect costs in 1992. 

22 (cl The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

23 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

25 (dl The base period used to determine net income must be the most recent 7 years for which data 

26 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

27 to in subsection (5)(bl must be averaged for the 7-year period, but the average must exclude the lowest 

28 and highest commodity prices or grazing fees in the period. 

29 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

30 the valuation method established by subsections (4) and (5). 
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(7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

2 agricultural economics to compile and review the data required by subsections (4) and (5). The advisory 

3 committee shall include one member of the Montana state university, college of agriculture, staff. The 

4 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 

5 to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

6 not irrigated." 

7 

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

9 "15-7-201. (Applicable to 4-994 1997 and later land valuation schedules) Legislative intent -- value 

10 of agricultural property. (1) Because the market value of many agricultural properties is based upon 

11 speculative purchases that do not reflect the productive capability of agricultural land, it is the legislative 

12 intent that bona fide agricultural properties be classified and assessed at a value that is exclusive of values 

13 attributed to urban influences or speculative purposes. 

14 ( 2) Agricultural land must be classified according to its use, which classifications include but are 

15 not limited to irrigated use, nonirrigated use, and grazing use. 

16 (3) Within each class, land must be subclassified by production categories. Production categories 

17 are determined from the productive capacity of the land based on yield. 

18 (4) In computing the agricultural land valuation schedules to take effect oA daAtiary 1, 1991, aAd, 

19 t"1sreaftor, on the effoeti¥e date when each revaluation cycle takes effect pursuant to 15-7-111, the 

20 department of revenue shall determine the productive capacity value of all agricultural lands using the 

21 formula V = 1/R where: 

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

23 category; 

24 (b) I is the per-acre net income of agricultural land in each land use and production category and 

25 is to be determined as provided in subsection (5); and 

26 (c) R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

27 until new agricultural land valuation schedules are eoA113utoEI as reE1uireEI ey law adopted by the department, 

28 after considering the recommendations from the advisory committee as provided in subsection (7). 

29 (5) (a) Net income must be determined separately in each land use based on production categories. 

30 (b) Net income must be based on commodity price data, grazing fees, crop share arrangements, 
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and water cost data for the base period7, as follows: 

2 (i) Commodity price data and grazing fees for the base period must be obtained from the Montana 

3 Agricultural Statistics and from the Montana crop and livestock reporting service. 

4 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

5 (iii) Allowable water costs consist only of the per-acre labor costs aRe. energy costs of irrigationL 

6 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

7 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

8 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

9 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

1 0 (B) Energy costs must be based on per-acre energy costs incurred in m the energy cost base 

11 year. which is the calendar year immediately preceding the year specified by the department in 1 5-7-103(5). 

12 By July 1, 1993, of the year following the energy cost base year, an owner of irrigated land shall provide 

13 the department, on a form prescribed by the department, with energy costs incurred in m that energy 

14 cost base year. In the event that no energy costs were incurred in m the energy cost base year, the 

15 owner of irrigated land shall provide the department with energy costs from the most recent year available. 

16 The department shall adjust the most recent year's energy costs to reflect costs in m the energy cost 

1 7 base year. 

18 (cl The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

19 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

21 (d) The base period used to determine net income must be the most recent 7 years for which data 

22 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

23 to in subsection (5)(b) must be averaged for the 7-year period, but the average must exclude the lowest 

24 and highest commodity prices or grazing fees in the period. 

25 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

26 the valuation method established by subsections (41 and (5). 

27 (7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

28 agricultural economics to compile and review the data required by subsections (41 and (5). The advisory 

29 committee shall include one member of the Montana state university, college of agriculture, staff. The 

30 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 
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to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

2 not irrigated." 

3 

4 Section 3. Section 15-7-221, MCA, is amended to read: 

5 "15-7-221. Phasein of the taxable value of agricultural land. The increase or decrease in taxable 

6 value of agricultural land resulting from the change in the method of determining productive capacity value 

7 under 15-7-201 must be phased in beginning January 1, 4-994 1995, as follows: 

8 ( 1) For the year beginning January 1, 4-994 1995, and ending December 31, 4-994 1995, the 

9 taxable value of agricultural land in each land use and production category must increase or decrease from 

10 the December 31, ~ 1994, value by ~ one-third of the difference between the product of the 

11 productive capacity value of agricultural land for 4-994 1995 determined under 15-7-201 times the class 

12 three tax rate and the taxable value of agricultural land as of December 31, ~ 1994. 

13 (2) For the year beginning January 1, +98& 1996, and ending December 31, +98& 1996, the 

14 taxable value of agricultural land in each land use and production category must increase or decrease from 

15 the December 31, ~ 1994, value by W% two-thirds· of the difference between the product of the 

16 productive capacity value of agricultural land for 4-994 1995 determined under 15-7-201 times the class 

17 three tax rate and the taxable value of agricultural land as of December 31, ~ 1994. 

18 (3) Fer tf:ie year beginning Jamiary 1, 1996, and ending Deeor=nbor 31, 1996, tf:ie tm<able value ef 

19 agrieultural land in eaoh land use and l'!Feduetien eateger-; r=nust inerease er deerease frer=n the Deoer=nber 

20 31, 1993, value by 76q~ ef tf:ie differeneo between the l'!Feduet ef tf:ie 13reduetiYe ea13aeit1• •,alue ef 

21 agrioultural land far 1994 deterr=nined under 16 7 201 tir=nes the elass thrne ta11 rate and the tal<able value 

22 ef agrieultural land as ef Deeer=nbor 31, 1993. 

23 t4t Beginning January 1, 1997, tho taxable value of agricultural land in each land use and 

24 production category is equal to 100% of the productive capacity value of agricultural land determined under 

25 15-7-201 times the class three tax rate." 

26 

27 NEW SECTION. Section 4. Advisory committee -- study of soil capability for valuation of 

28 agricultural land. (1) The governor shall appoint an advisory committee to study methods for determining 

29 the productive capability of soils and methods for using the productive capability of soils for the valuation 

30 of agricultural lands for property tax purposes. The advisory committee shall also consider the extent to 
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1 which economic factors, such as land use and management practices, influence the valuation of agricultural 

2 land for property tax purposes. 

3 12) The membership of the committee must include persons who are knowledgeable in the 

4 following areas: 

5 (al principles and practices of property taxation; 

6 (bl irrigated agricultural practices and production; 

7 le) nonirrigated agricultural practices and production; 

8 (dl livestock grazing practices and production; 

9 le) agricultural management practices; and 

10 (fl financial management. 

11 (3) The committee must also include two members representing Montana state university. One 

12 member must be knowledgeable in soil characteristics as these characteristics relate to the productivity of 

13 agricultural land. The other member must be knowledgeable in agricultural economics. 

14 14) The committee shall report its findings and recommendations to the department of revenue by 

1 5 July 1, 1996. 

16 

17 NEW SECTION. Section 5. Repealer. Section 15-7-221, MCA, is repealed. 

18 

19 NEW SECTION. Section 6. Effective dates. ( 1) [Sections 1, 3, 4 and this section] are effective 

20 on passage and approval. 

21 12) [Section 2] is effective January 1, 1997. 

22 13) [Section 5] is effective January 1, 1998. 

23 

24 NEW SECTION. Section 7. Retroactive applicability. ( 1) [Sections 1 and 31 apply retroactively, 

25 within the meaning of 1-2-109, to tax years beginning after December 31, 1994. 

26 (2) [section 21 applies to tax years beginning after December 31, 1996. 

27 

28 NEW SECTION. Section 8. Termination. [Section 41 terminates July 1, 1997. 

29 -END-
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ST ATE OF MONT ANA - FISCAL NOTE 

Fiscal Note for SB 198. as Introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act generally revising the method of valuing irrigated agricultural land; establishing a base water 
cost for computing net income from irrigated land; establishing an energy cost base year for 
irrigated land; limiting allowable water costs to a maximum of $35 per acre of irrigated land; 
revising the phasein of the taxable value of agricultural land; establishing an advisory committee 
to study methods for using soil capability for the valuation of agricultural land; and providing 
effective dates, applicability dates, and a termination date. 

ASSUMPTIONS: 

1. The result of the proposal is to reduce the valuation of irrigated land. For FY96, the 
proposal would decrease the total assessed valuation of irrigated land by $27,150,000. For 
FY97, the proposal would decrease the total assessed valuation of irrigated land by 
$54,300,000. 

2. The taxable rate for irrigated ag land (class three property) is 3.86%. 
3. Average mill levies applied to class three property are 6 mills for the university system, 95 

for state equalization, and 211.82 mills for local governments. 
4. It is estimated that the advisory committee to study soil capability for valuation of 

agricultural land (section 4 of the proposal) would require the following; assistance of 
University Faculty ($22,500); assistance from expert consultants ($10,000); committee 
members expenses ($15,000); and miscellaneous expenses ($2,500). The advisory 
committee would meet and complete it's work in FY96. 

FISCAL IMPACT: 

Expenditures: 
Operating Expenses (01) 

Revenues: 
University System 
State Equalization 

Total State 

FY96 
Difference 

$ 50,000 

$ ( 6,300) 
(99,600) 

$ (105,900) 

General Fund Net Impact: (Revenue-Expenditures) 
Total $ (155,900) 

Q,,___ ~ :i.u'ii I- l.l4'> 
DAVE LEWIS, BUDGET DIREC OR DATE 
Office of Budget and Program Planning 

FY97 
Difference 

0 

$ ( 12,600) 
(199,200) 

$ (211,800) 

$ (211,800) 

GREG JERGESON, PRIMARY SPONSOR DATE 
Fiscal Note for SB 198 • as Introduced 

s~,~ 



Fiscal Note Request, SB 198, as Introduced 
Page 2 
(continued) 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 

The proposal would reduce local government revenues by $222,000 in FY96 and $444,000 in 
FY97. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

After 100% phasein (FY97). the proposal results in a revenue reductions of $18,900 for the 
university system, $298,800 for the state equalization program, and $666,000 for local 
governments. If the appraisal methods for agricultural land remain relatively unchanged over the 
coming reappraisal cycles then this revenue reduction can be expected for subsequent fiscal years. 

TECHNICAL NOTES: 

1) The title to section 1 of the proposal should be changed to refer the section applying to 1995 
and 1996, not 1994 as is stated. 
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APPROVED BY COM 
ON TAXATION 

2 

3 

INTRODUCED BY JERGESON, STORY, HIBBARD, TOEWS, MCCANN 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE METHOD OF VALUING IRRIGATED 

5 AGRICULTURAL LAND; ESTABLISHING A BASE WATER COST FOR COMPUTING NET INCOME FROM 

6 IRRIGATED LAND; ESTABLISHING AN ENERGY COST BASE YEAR FOR IRRIGATED LAND; LIMITING 

7 ALLOWABLE WATER COSTS TO A MAXIMUM OF $35 PER ACRE OF IRRIGATED LAND; REVISING THE 

8 PHASEIN OF THE TAXABLE VALUE OF AGRICULTURAL LAND; ESTABLIS~ING AN ADVISORY 

9 COMMITTEE TO STUDY MET~ODS FOR USl~lG SOIL CAPABILITY FOR T~E V/\LUATIO~l OF 

10 AGFUCULTUR/\L L/\ND; AMENDING SECTIONS 15-7-201 AND 15-7-221, MCA; REPEALING SECTION 

11 15-7-221, MCA; AND PROVIDING EFFECTIVE DATES, AND APPLICABILITY DATES, A~m A TERMINATION 

12 M+E." 

13 

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

15 

16 Section 1. Section 15-7-201, MCA, is amended to read: 

1 7 "15-7-201 . (Applieahle Temporary -- applicable to +B84 1995 AND 1996 a Ad later land valuation 

18 schedules) Legislative intent -- value of agricultural property. I 1) Because the market value of many 

19 agricultural properties is based upon speculative purchases that do not reflect the productive capability of 

20 agricultural land, it is the legislative intent that bona fide agricultural properties be classified and assessed 

21 at a value that is exclusive of values attributed to urban influences or speculative purposes. 

22 (2) Agricultural land must be classified according to its use, which classifications include but are 

23 not limited to irrigated use, nonirrigated use, and grazing use. 

24 (3) Within each class, land must be subclassified by production categories. Production categories 

25 are determined from the productive capacity of the land based on yield. 

26 (4) In computing the agricultural land valuation schedules to take effect en January 1, 1994, and, 

27 thereafter, en the eHesti 1,·s date when each revaluation cycle takes effect pursuant to 15-7-111, the 

28 department of revenue shall determine the productive capacity value of all agricultural lands using the 

29 formula V = 1/R where: 

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

~na Legfslative council 
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category; 

2 (b) I is the per-acre net income of agricultural land in each land use and production category and 

3 is to be determined as provided in subsection (5); and 

4 (c) R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

5 until new agricultural land valuation schedules are computed as required by law. 

6 (5) (a) Net income must be determined separately in each land use based on production categories. 

7 (b) Net income must be based on commodity price data, grazing fees, crop share arrangements, 

8 and water cost data for the base period~. as follows: 

9 (i) Commodity price data and grazing fees for the base period must be obtained from the Montana 

1 0 Agricultural Statistics and from the Montana crop and livestock reporting service. 

11 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

12 (iii) Allowable water costs consist only of the per-acre labor costs aA4L energy costs of irrigationL 

13 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

14 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

15 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

16 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

17 (B) Energy costs must be based on per-acre energy costs incurred in 1992. By July 1, 1993, an 

18 owner of irrigated land shall provide the department, on a form prescribed by the department, with energy 

19 costs incurred in 1992. In the event that no energy costs were incurred in 1992, the owner of irrigated 

20 land shall provide the department with energy costs from the most recent year available. The department 

21 shall adjust the most recent year's energy costs to reflect costs in 1992. 

22 (c) The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

23 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

25 (d) The base period used to determine net income must be the most recent 7 years for which data 

26 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

27 to in subsection (5)(b) must be averaged for the 7-year period, but the average must exclude the lowest 

28 and highest commodity prices or grazing tees in the period. 

29 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

30 the valuation method established by subsections (4) and (5). 

~na Legtstattve Coundl 
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17) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

2 agricultural economics to compile and review the data required by subsections 14) and 15). The advisory 

3 committee shall include one member of the Montana state university, college of agriculture, staff. The 

4 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 

5 to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

6 not irrigated." 

7 

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

9 "15-7-201. I Applicable to 4S84 1997 and later land valuation schedules) Legislative intent •- value 

10 of agricultural property. ( 1) Because the market value of many agricultural properties is based upon 

11 speculative purchases that do not reflect the productive capability of agricultural land, it is the legislative 

12 intent that bona fide agricultural properties be classified and assessed at a value that is exclusive of values 

13 attributed to urban influences or speculative purposes. 

14 (2) Agricultural land must be classified according to its use, which classifications include but are 

15 not limited to irrigated use, nonirrigated use, and grazing use. 

16 13) Within each class, land must be subclassified by production categories. Production categories 

17 are determined from the productive capacity of the land based on yield. 

18 14) In computing the agricultural land valuation schedules to take effect on January 1, 1994, and, 

19 tl=iereafter, on the eHeetive date when each revaluation cycle takes effect pursuant to 15-7-111, the 

20 department of revenue shall determine the productive capacity value of all agricultural lands using the 

21 formula V = 1/R where: 

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

2 3 category; 

24 lb) I is the per-acre net income of agricultural land in each land use and production category and 

25 is to be determined as provided in subsection (5); and 

26 (c) R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

27 until new agricultural land valuation schedules arc computed as reEjuired '3y la·N ::idopted by the department, 

28 after considering the recommendations from the advisory committee as provided in subsection (7). 

29 (5) (a) Net income must be determined separately in each land use based on production categories. 

30 (b) Net income must be based on commodity price data, grazing fees, crop share arrangements, 

~na Leg/stative council 
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and water cost data for the base period7, as follows: 

2 Ii) Commodity price data and grazing fees for the base period must be obtained from the Montana 

3 Agricultural Statistics and from the Montana crop and livestock reporting service. 

4 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

5 (iii) Allowable water costs consist only of the per-acre labor costs af!4. energy costs of irrigation. 

6 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

7 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

8 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

9 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

10 (Bl Energy costs must be based on per-acre energy costs incurred in m the energy cost base 

11 year, which is the calendar year immediately preceding the year specified by the department in 15-7-103(5). 

12 By July 1, 199a, of the year following the energy cost base year, an owner of irrigated land shall provide 

13 the department, on a form prescribed by the department, with energy costs incurred in m that energy 

14 cost base year. In the event that no energy costs were incurred in m the energy cost base year, the 

15 owner of irrigated land shall provide the department with energy costs from the most recent year available. 

16 The department shall adjust the most recent year's energy costs to reflect costs in m the energy cost 

1 7 base year. 

18 (cl The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

19 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

20 the average grazing fee for a ] ,000-pound animal. 

21 Id) The base period used to determine net income must be the most recent 7 years for which data 

22 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

23 to in subsection (5)(b) must be averaged for the 7-year period, but the average must exclude the lowest 

24 and highest commodity prices or grazing fees in the period. 

25 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

26 the valuation method established by subsections (4) and (5). 

27 (7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture-and 

28 agricultural economics to compile and review the data required by subsections (4) and (5). The advisory 

29 committee shall include one member of the Montana state university, college of agriculture, staff. The 

30 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 

~na Leg/stative counctl 
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to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

2 not irrigated." 

3 

4 Section 3. Section 15-7-221, MCA, is amended to read: 

5 "15-7-221. Phasein of the taxable value of agricultural land. The increase or decrease in taxable 

6 value of agricultural land resulting from the change in the method of determining productive capacity value 

7 under 15-7-201 must be phased in beginning January 1, ~ 1995, as follows: 

8 (1) For the year beginning January 1, ~ 1995, and ending December 31, ~ 1995, the 

9 taxable value of agricultural land in each land use and production category must increase or decrease from 

10 the December 31, ~ 1994, value by~ one-third of the difference between the product of the 

11 productive capacity value of agricultural land for~ 1995 determined under 15-7-201 times the class 

12 · three tax rate and the taxable value of agricultural land as of December 31, ~ 1994. 

13 (2) For the year beginning January 1, ~ 1996, and ending December 31, ~ 1996, the 

14 taxable value of agricultural land in each land use and production category must increase or decrease from 

15 the December 31, ~ 1994, value by ~ two-thirds of the difference between the product of the 

16 productive capacity value of agricultural land for~ 1995 determined under 15-7-2Q_1 times the class 

17 three tax rate and the taxable value of agricultural land as of December 31, ~ 1994. 

18 (3) Fer the year Beginning January 1, 1996, and ending DeeeFABBr 31, 1996, the taiEaBle value ef 

19 agrieultural land in eaeh land use and 13reduetien eategery FAust inerease er deerease freFA the DeeeFABer 

20 31, 1993, value By 75% of the dilferenee Between the 13reduet el the 13reduetiYe ea13aeity Yalue el 

21 agrieultural land for 1994 determined under 15 7 201 times the olass thrne tau rate anEI the ta,.able value 

22 el agrieultural land as el Deeemser 31, 1993. 

23 t4+ Beginning January 1, 1997, the taxable value of agricultural land in each land use and 

24 production category is equal to 100% of the productive capacity value of agricultural land determined under 

25 15-7-201 times the class three tax rate." 

26 

2 7 ~JEW SECTIO~J. Seetien 4. Ad¥isery eemmittee stud•t ef sail eapability fer ¥aluatien ef 

28 agrieultural land. ( 1) n,e geverner shall a1313eint an advisery eeFAFAittee ta sti;dy FAetheds for determining 

29 the 13recluetive ea13asility ef sails ancl methecls for using tho 13roduetivo ea13asility ef sails fer the ,•ali;atien 

30 ef agriei;lwrnl lands fer 13re13erty taiE 13ur13eses. The advisery eeFAFAittee shall alse eensider the eictent ta 
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whieh eeonomie factors, st1eh as lane t1se ans managen1ent 13raetiees, inflt1enee the valt1ation of agriet1ltt1ral 

2 lane for 13ro13erty ta)( 13m13oses. 

3 12) The memeorshi13 of the eon1n1ittee n1ust inelt1Ele 13ersons who are lrnowleElgeaele in the 

4 following areas: 

5 +al--flr1nci13les anEl 13ractices of 13ro13erty ta)(ation; 

6 (bl irrigated agrieultural 13raetiees ans 13r0Elt1etion; 

7 lo) nonirrigateEl agriot1ltt1ral 13raetiees ans 13r0Elt1etion; 

8 (El) livestoel( grazing 13raetiees ans 13rodt1etion; 

9 (el agriet1ltt1ral managen1ent 13raetiees; ans 

1 O (fl finaneial n1anagen1ent. 

11 1:3) The eomn1ittee n1ust also inelt1Ele two members re13rosenting Montana staw uni·,ersit~•. One 

12 mon1eer must be lrnowleElgeable in soil eharaeteristies as these eharaoteristies .•elate to the woeh,1eti~•it·,• of 

13 agriet1ltural land. The other rnernber n1ust be knowleel€Jeable in a€JFiS1cJltural eeonomies. 

14 (4) The oornrnittee shall re13ort its fimlings ans reoommeneations to tho ae13artFAent ef reYenue s·; 
15 July 1, lQQe. 

16 

17 NEW SECTION. Section 4. Repealer. Section 15-7-221, MCA, is repealed. 

18 

19 NEW SECTION. Section 5. Effective dates. I1 l [Sections 1, 3, AND 4 §. and this section] are 

20 effective on passage and approval. 

21 12) [Section 2] is effective January 1, 1997. 

22 (31 [Section & .11 is effective January 1, 1998. 

23 

24 NEW SECTION. Section 6. Ret,eaeti•;e applioahility APPLICABILITY. (1) [Sections 1 and 3] apply 

25 retroactively, within the meaning of 1-2-109, to tax years beginning after December 31, 1994. 

26 12) [seetion SECTION 2] applies to tax years beginning after December 31, 1996. 

27 

28 

29 

~IEW SEGTIO~I. Seotien 8. Te,rninatien. ISeetien 4 J terminates Jul',' 1, 1997. 

-END-
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SENATE BILL NO. 198 1 

2 

3 

INTRODUCED BY JERGESON, STORY, HIBBARD, TOEWS, MCCANN 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE METHOD OF VALUING IRRIGATED 

5 AGRICULTURAL LAND; ESTABLISHING A BASE WATER COST FOR COMPUTING NET INCOME FROM 

6 IRRIGATED LAND; ESTABLISHING AN ENERGY COST BASE YEAR FOR IRRIGATED LAND; LIMITING 

7 ALLOWABLE WATER COSTS TO A MAXIMUM OF $35 PER ACRE OF IRRIGATED LAND; REVISING THE 

8 PHASEIN OF THE TAXABLE VALUE OF AGRICULTURAL LAND; ESTABLISI-IING AN ADVISORY 

9 COMMITTEE TO STUDY METHODS FOR USING SOIL C,A,12./\BILITY FOR Tl-IE VALUATIO~l OF 

10 AGRICULTURAL LAND; AMENDING SECTIONS 15-7-201 AND 15-7-221, MCA; REPEALING SECTION 

11 15-7-221, MCA; AND PROVIDING EFFECTIVE DATES,AND APPLICABILITY DATES, A~m ATERMINATIO~l 

12 GAT-E AND A CONTINGENT VOIDNESS PROVISION." 

13 

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

15 

16 Section 1. Section 15-7-201, MCA, is amended to read: 

17 "15-7-201 . {Applieable Temporary -- applicable to +984 1995 AND 1996 aAd later land valuation 

18 schedules) Legislative intent -- value of agricultural property. ( 1 l Because the market value of many 

19 agricultural properties is based upon speculative purchases that do not reflect the productive capability of 

20 agricultural land, it is the legislative intent that bona fide agricultural properties be classified and assessed 

21 at a value that is exclusive of values attributed to urban influences or speculative purposes. 

22 (2) Agricultural land must be classified according to its use, which classifications include but are 

23 not limited to irrigated use, nonirrigated use, and grazing use. 

24 (3) Within each class, land must be subclassified by production categories. Production categories 

25 are determined from the productive capacity of the land based on yield. 

26 (4) In computing the agricultural land valuation schedules to take effect on January 1, 1994, ans, 

27 thereafter, on tho offeetive date when each revaluation cycle takes effect pursuant to 15-7-111, the 

28 department of revenue shall determine the productive capacity value of all agricultural lands using the 

29 formula V = 1/R where: 

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

2 (b) I is the per-acre net income of agricultural land in each land use and production category and 

3 is to be determined as provided in subsection (5); and 

4 (c) R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

5 until new agricultural land valuation schedules are computed as required by law. 

6 (5) (a) Net income must be determined separately in each land use based on production categories. 

7 (bl Net income must be based on commodity price data, grazing fees, crop share arrangements, 

8 and water cost data for the base period7, as follows: 

9 (i) Commodity price data and grazing fees for the base period must be obtained from the Montana 

1 O Agricultural Statistics and from the Montana crop and livestock reporting service. 

11 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

12 (iii) Allowable water costs consist only of the per-acre labor costs at'tt:!L energy costs of irrigationL 

13 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

14 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

15 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

16 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

17 (B) Energy costs must be based on per-acre energy costs incurred in 1992. By July 1, 1993, an 

18 owner of irrigated land shall provide the department, on a form prescribed by the department, with energy 

19 costs incurred in 1992. In the event that no energy costs were incurred in 1992, the owner of irrigated 

20 land shall provide the department with energy costs from the most recent year available. The department 

21 shall adjust the most recent year's energy costs to reflect costs in 1992. 

22 (c) The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

23 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

25 (d) The base period used to determine net income must be the most recent 7 years for which data 

26 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

27 to in subsection (5l(b) must be averaged for the 7-year period, but the average must exclude the lowest 

28 and highest commodity prices or grazing fees in the period. 

29 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

30 the valuation method established by subsections (41 and (5). 

~na Legislative council 
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(7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

2 agricultural economics to compile and review the data required by subsections (4) and (5). The advisory 

3 committee shall include one member of the Montana state university, college of agriculture, staff. The 

4 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 

5 to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

6 not irrigated." 

7 

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

9 "15-7-201. {Applicable to +9941997 and later land valuation schedules) Legislative intent -- value 

10 of agricultural property. (1 I Because the market value of many agricultural properties is based upon 

11 speculative purchases that do not reflect the productive capability of agricultural land, it is the legislative 

12 intent that bona fide agricultural properties be classified and assessed at a value that is exclusive of values 

13 attributed to urban influences or speculative purposes. 

14 (2) Agricultural land must be classified according to its use, which classifications include but are 

1 5 not limited to irrigated use, nonirrigated use, and grazing use. 

16 (3) Within each class, land must be subclassified by production categories. Production categories 

17 are determined from the productive capacity of the land based on yield. 

18 (4) In computing the agricultural land valuation schedules to take effect BA o:laA1:-Jary 1, 1 QQ4, aAd, 

19 Hiernafter, on the effeetive date when each revaluation cycle takes effect pursuant to 15-7-111, the 

20 department of revenue shall determine the productive capacity value of all agricultural lands using the 

21 formula V ~ 1/R where: 

22 {al Vis the per-acre productive capacity value of agricultural land in each land use and production 

23 category; 

24 (bl I is the per-acre net income of agricultural land in each land use and production category and 

25 is to be determined as provided in subsection {5); and 

26 (cl R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

27 until new agricultural land valuation schedules are eeFA131:-Jted as roq1:-Jired lly law adopted by the department, 

28 after considering the recommendations from the advisory committee as provided in subsection (7). 

29 (5) (al Net income must be determined separately in each land use based on production categories. 

30 {bl Net income must be based on commodity price data, grazing fees, crop share arrangements, 
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and water cost data for the base period,, as follows: 

2 (i) Commodity price data and grazing fees for the base period must be obtained from the Montana 

3 Agricultural Statistics and from the Montana crop and livestock reporting service. 

4 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

5 (iii) Allowable water costs consist only of the per-acre labor costs aHeL energy costs of irrigationL 

6 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

7 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

8 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

9 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

1 0 (B) Energy costs must be based on per-acre energy costs incurred in m the energy cost base 

11 year. which is the calendar year immediately preceding the year specified by the department in 15-7-103(5). 

12 By July 1, 1993, of the year following the energy cost base year, an owner of irrigated land shall provide 

13 the department, on a form prescribed by the department, with energy costs incurred in m that energy 

14 cost base year. In the event that no energy costs were incurred in m '.je energy cost base year, the 

15 owner of irrigated land shall provide the department with energy costs from the most recent year available. 

16 The department shall adjust the most recent year's energy costs to reflect costs in m the energy cost 

1 7 base year. 

18 (c) The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

19 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

21 (d) The base period used to determine net income must be the most recent 7 years for which data 

22 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

23 to in subsection (5)(b) must be averaged for the 7-year period, but the average must exclude the lowest 

24 and highest commodity prices or grazing fees in the period. 

25 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

26 the valuation method established by subsections (4) and (5). 

27 (7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

28 agricultural economics to compile and review the data required by subsections (4) and (5). The advisory 

29 committee shall include one member of the Montana state university, college of agriculture, staff. The 

30 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 
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to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

2 not irrigated." 

3 

4 Section 3. Section 15-7-221, MCA, is amended to read: 

5 "15-7-221. Phasein of the taxable value of agricultural land. The increase or decrease in taxable 

6 value of agricultural land resulting from the change in the method of determining productive capacity value 

7 under 15-7-201 must be phased in beginning January 1, +994 1995, as follows: 

8 (1) For the year beginning January 1, +994 1995, and ending December 31, +994 1995, the 

9 taxable value of agricultural land in each land use and production category must increase or decrease from 

10 the December 31, ~ 1994, value by ~ one-third of the difference between the product of the 

11 productive capacity value of agricultural land for +994 1995 determined under 15-7-201 times the class 

12 three tax rate and the taxable value of agricultural land as of December 31, ~ 1994. 

13 (2) For the year beginning January 1, 4-99& 1996, and ending December 31, 4-99& 1996, the 

14 taxable value of agricultural land in each land use and production category must increase or decrease from 

15 the December 31, ~ 1994, value by ~ two-thirds of the difference between the product of the 

16 productive capacity value of agricultural land for +994 1995 determined under 1 5-7-201 times the class 

17 three tax rate and the taxable value of agricultural land as of December 31, ~ 1994. 

18 (3) Fer tl=ie 'fear BB!!iAAiA!! daA1:1ary 1, 1996, aAEI eAEliAg E:leeemeer a 1, 1996, the tm10ele val1:1e of 

19 a!jrie1:1lt1:1ral laAEI in eael=i lane 1:1se anEI preE11:1etieA eate!jer.,, m1:1st iAerease or Eleerease from the E:leeemeer 

20 31, 1993, val1:1e e•r 76% of tho Elifforenee eet\YeeA tl=ie prod1:1ot of tl=ie proEl1:1otiYo sapasity val1:1e of 

21 a!jrie1:1lt1:1ral laAEI for 1994 EletermiAeEI 1:JAEler 1 e 7 201 times the elass three tan rate anEI the tai10ele •tal1:1e 

22 of agrie1:1lt1:1ral lane as of E:leeemeer 31, 199a. 

23 ~ Beginning January 1, 1997, the taxable value of agricultural land in each land use and 

24 production category is equal to 100% of the productive capacity value of agricultural land determined under 

25 15-7-201 times the class three tax rate." 

26 

27 ~IE\".' SECTIQ~I. Seetien 4 . .O.d•.'isery eemmittee stuey ef soil oapahility for •,aluation of 

28 agrie11ltural land. ( 1) The ge,,,erner shall appoint an aEl,.,isery eemmitteo to st1:1ev metl=ieElo fer aetormiAiA!! 

29 the proe1:1etiv0 oapaeility of soils aAe methees fer 1:1sing the preEluetive eapaeilit'p' of soils for the •tal1:1ation 

30 ef a!jrie1:1lt1:1ral lanes for property tai, p1:1rpeses. Tho ae~·isory eomFRittee shall also eonsieer the extent to 
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whieh eooRoA1io faetors, sueh as lamJ use aRd A1aRageA1eRt 13raetiees, iRflueAee the valuatieA ef agrieultural 

2 laAd for pro13erty tau 13ur13oses. 

3 (2) The A1BA10ership of the eoA1A1ittee Fflust iAelude persoAs who are kAowledgea0le iA the 

4 followin!.l areas: 

5 (a) 13riAei13les aAd 13raotiees of 13ro13erty tmiatioA; 

6 (01 irri!,jateel a!,jrieultural 13raetiees aAd 13roduetion; 

7 (el AOAirri!,jated a!,jrieultural 13raetiees aAd 13roduetioA; 

8 (di livostoek !,!Fai!iA!.l 13raetiees aRd produetion; 

9 (e) agrieultural A1ana!,jeFAent 13raetiees; and 

10 (fl fiAaAeial FAaRa!,jeFA □ At. 

11 (~) The eofflfflittee FAUSt also iAoluele two FfleFA0ors re13reseAtiA!.l MoAtaRa state university. 0Ae 

1 2 FAeFA0or FAust 00 lrnewl □ d!,jea0le in sail eharaeteristies as these eharaetoristies relate te the 13reduetivity of 

13 a!,jrieultural laRd. Tho other Ffl □FA0or FAust 0e kAo·.-.,lod!,joa0lo iA a!,lrieultural oeoAOFflies. 

14 (4) The ooFAFflittee sl=iall ro13ort its fiAeliA!.lS aAel reeoFAFfleAdatioRs to the eepartFAeAt of ro·,oAue 0y 

15 July 1, 1 OOe. 

16 

17 NEW SECTION. Section 4. Repealer. Section 15-7-221, MCA, is repealed. 

18 

19 NEW SECTION. SECTION 5. CONTINGENT VOIDNESS. IN ORDER TO MAINTAIN A BALANCED 

20 BUDGET. BECAUSE [THIS ACT] REDUCES REVENUE, IT MAY NOT BE TRANSMITTED TO THE GOVERNOR 

21 UNLESS A CORRESPONDING IDENTIFIED REDUCTION IN SPENDING IS CONTAINED IN HOUSE BILL NO. 

22 2. IF A CORRESPONDING IDENTIFIED REDUCTION IN SPENDING IS NOT CONTAINED IN HOUSE BILL NO. 

23 2. [THIS ACT] IS VOID. 

24 

25 NEW SECTION. Section 6. Effective dates. ( 1) [Sections 1, 3, §., AND 4 ~ z and this section] 

26 are effective on passage and approval. 

27 (2) [Section 2] is effective January 1, 1997. 

28 (3) [Section & ~] is effective January 1, 1998. 

29 

30 NEW SECTION. Section 7. RetFBaeth•e applieallilit·1 APPLICABILITY. ( 1) [Sections 1 and 31 apply 

k,.~na Legislative coune/1 
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1 retroactively, within the meaning of 1-2-109, to tax years beginning after December 31, 1994. 

2 (2) [seetien SECTION 21 applies to tax years beginning after December 31, 1996. 

3 

4 

5 

~IEW SECTIO~I. Seetien 8. Te,minatien. [Seotien 11 terniinates dlcll~· 1, 1997. 

-END-
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HOUSE STANDING COMMITTEE REPORT 

March 20, 1995 

Page 1 of 2 

Mr. Speaker: We, the committee on Taxation report that Senate Bill 198 (third reading 

copy -- blue) be concurred in as amended. 

And, that such amendments read: 

1. Title, line 10. 
Following: "LAND, 11 

Carried by: Rep. Hibbard 

Insert: "ESTABLISHING AN ADVISORY COMMITTEE TO STUDY METHODS FOR 
USING SOIL CAPABILITY FOR THE VALUATION OF AGRICULTURAL 
LAND;" 

2. Title, line 11. 
Strike: "AND" 
Insert: "," 

3. Title, line 12. 
Strike: "AND A CONTINGENT VOIDNESS PROVISION" 
Insert: l1 AND A TERMINATION DATE" 

4. Page 6, line 16. 
Insert: "NEW SECTION. Section 4. Advisory committee -- study of 

soil capability for valuation of agricultural land. (1) 
The governor shall appoint an advisory committee to study 
methods for determining the productive capability of soils 
and methods for using the productive capability of soils for 
the valuation of agricultural lands for property tax 
purposes. The advisory committee shall also consider the 
extent to which economic factors, such as land use and 
management practices, influence the valuation of 

. s, 
Corrn!;?tee Vote: 

SB ICJB 

Yes /~, No..8 . HOUSE· 



agricultural land for property tax purposes. 

March 20, 1995 
Page 2 of 2 

(2) The membership of the committee must include persons 
who are knowledgeable in the following areas: 

(a) principles and practices of property taxation; 
(b) irrigated agricultural practices and production; 
(c) nonirrigated agricultural practices and production; 
(d) livestock grazing practices and production; 
(e) agricultural management practices; and 
(f) financial management. 
(3) The committee must also include two members 

representing Montana state university. One member must be 
knowledgeable in soil characteristics as these characteristics 
relate to the productivity of agricultural land. The other 
member must be knowledgeable in agricultural economics. 

(4) The committee shall report its findings and 
recommendations to the department of revenue by July 1, 1996." 
Renumber: subsequent sections 

5. Page 6, lines 19 through 23. 
Strike: section 5 in its entirety 
Renumber: subsequent sections 

6. Page 6, line 25. 
Strike: "5, AND" 
Insert: "4, 11 

Following: "1" 
Insert: " 8," 

7. Page 6, line 28. 
Strike: ".1" 
Insert: "5" 

8. Page 7. 
Following: line 4 
Insert: "NEW SECTION. Section 8. Termination. 

terminates July 1, 1997.'' 

-END-

[Section 4] 
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SENA TE BILL NO. 1 98 

INTRODUCED BY JERGESON, STORY, HIBBARD, TOEWS, MCCANN 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE METHOD OF VALUING IRRIGATED 

5 AGRICULTURAL LAND; ESTABLISHING A BASE WATER COST FOR COMPUTING NET INCOME FROM 

6 IRRIGATED LAND; ESTABLISHING AN ENERGY COST BASE YEAR FOR IRRIGATED LAND; LIMITING 

7 ALLOWABLE WATER COSTS TO A MAXIMUM OF $35 PER ACRE OF IRRIGATED LAND; REVISING THE 

8 PHASEIN OF THE TAXABLE VALUE OF AGRICULTURAL LAND; ESTAl!lblSHl~IG AN AOVISORY 

9 COMMITTEE TO STU[)¥ METHODS FOR USING SOlb CAPAl!llblTY FOR THE VALUATION OF 

10 AGRICUbTURAb bA~IEl; ESTABLISHING AN ADVISORY COMMITTEE TO STUDY METHODS FOR USING 

11 SOIL CAPABILITY FOR THE VALUATION OF AGRICULTURAL LAND; AMENDING SECTIONS 1 5-7-201 AND 

12 15-7-221, MCA; REPEALING SECTION 15-7-221, MCA; AND PROVIDING EFFECTIVE DATES, A~ID. 

1 3 APPLICABILITY DATES, A~ID A TERMINATION [)ATE /\ME)/\ GONTIMGE~IT voIm1ESS PROVISIOM, AND 

14 A TERMINATION DATE." 

15 

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

17 

18 Section 1. Section 15-7-201, MCA, is amended to read: 

19 "15-7-201. (Jl.pplieaele Temporary -- applicable to .;994- 1995 AND 1996 aRd later land valuation 

20 schedules) Legislative intent -- value of agricultural property. ( 1) Because the market value of many 

21 agricultural properties is based upon speculative purchases that do not reflect the productive capability of 

22 agricultural land, it is the legislative intent that bona fide agricultural properties be classified and assessed 

23 at a value that is exclusive of values attributed to urban influences or speculative purposes. 

24 (2) Agricultural land must be classified according to its use, which classifications include but are 

25 not limited to irrigated use, nonirrigated use, and grazing use. 

26 (3) Within each class, land must be subclassified by production categories. Production categories 

27 are determined from the productive capacity of the land based on yield. 

28 (41 In computing the agricultural land valuation schedules to take effect eR daRuar11 1, 1 QQ~, aRel, 

29 thereafter, eR the effeeli<,e elate when each revaluation cycle takes effect pursuant to 15-7-111, the 

30 department of revenue shall determine the productive capacity value of all agricultural lands using the 
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formula V = 1/R where: 

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

3 category; 

4 (bl I is the per-acre net income of agricultural land in each land use and production category and 

5 is to be determined as provided in subsection (5); and 

6 (cl R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

7 until new agricultural land valuation schedules are computed as required by law. 

8 (5) (a) Net income must be determined separately in each land use based on production categories. 

9 (bl Net income must be based on commodity price data, grazing fees, crop share arrangements, 

10 and water cost data for the base period7, as follows: 

11 (i) Commodity price data and grazing fees for the base period must be obtained from the Montana 

12 Agricultural Statistics and from the Montana crop and livestock reporting service. 

13 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

14 (iii) Allowable water costs consist only of the per-acre labor costs aA&. energy costs of irrigation.i 

15 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

16 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

17 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

18 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

19 (B) Energy costs must be based on per-acre energy costs incurred in 1992. By July 1, 1993, an 

20 owner of irrigated land shall provide the department, on a form prescribed by the department, with energy 

21 costs incurred in 1992. In the event that no energy costs were incurred in 1992, the owner of irrigated 

22 land shall provide the department with energy costs from the most recent year available. The department 

23 shall adjust the most recent year's energy costs to reflect costs in 1992. 

24 (c) The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

25 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

27 (d) The base period used to determine net income must be the most recent 7 years for which data 

28 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

29 to in subsection (5)(bl must be averaged for the 7-year period, but the average must exclude the lowest 

30 and highest commodity prices or grazing fees in the period. 

~na Leotslattve COUncll 
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1 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

2 the valuation method established by subsections (4) and (5). 

3 (7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

4 agricultural economics to compile and review the data required by subsections (4) and (5). The advisory 

5 committee shall include one member of the Montana state university, college of agriculture, staff. The 

6 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 

7 to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

8 not irrigated." 

9 

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

11 "15-7-201. (Applicable to 4-994 1997 and later land valuation schedules) Legislative intent -- value 

12 of agricultural property. (1) Because the market value of many agricultural properties is based upon 

13 speculative purchases that do not reflect the productive capability of agricultural land, it is the legislative 

14 intent that bona fide agricultural properties be classified and assessed at a value that is exclusive of values 

15 attributed to urban influences or speculative purposes. 

16 (2) Agricultural land must be classified according to its use, which classifications include but are 

17 not limited to irrigated use, nonirrigated use, and grazing use. 

18 (3) Within each class, land must be subclassified by production categories. Production categories 

19 are determined from the productive capacity of the land based on yield. 

20 (4) In computing the agricultural land valuation schedules to take effect eR daRuar;· 1, 100 ~, and, 

21 thereafter, on the eHeeti•1e date when each revaluation cycle takes effect pursuant to 15-7-111, the 

22 department of revenue shall determine the productive capacity value of all agricultural lands using the 

23 formula V = 1/R where: 

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

25 category; 

26 (b) I is the per-acre net income of agricultural land in each land use and production category and 

27 is to be determined as provided in subsection (5); and 

28 (c) A is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

29 until new agricultural land valuation schedules are eeR'lputeEI as re1:1uired ey law odopted by the department, 

30 after considering the recommendations from the advisory committee as provided in subsection (7). 
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(5) (a) Net income must be determined separately in each land use based on production categories. 

2 (bl Net income must be based on commodity price data, grazing fees, crop share arrangements, 

3 and water cost data for the base period~, as follows: 

4 (i) Commodity price data and grazing fees for the base period must be obtained from the Mohtana 

5 Agricultural Statistics and from the Montana crop and livestock reporting service. 

6 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

7 (iii) Allowable water costs consist only of the per-acre labor costs aAeL energy costs of irrigationL 

8 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

9 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

1 0 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

11 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

12 (Bl Energy costs must be based on per-acre energy costs incurred in m the energy cost base 

13 year, which is the calendar year immediately preceding the year specified by the department in 15-7-103(51. 

14 By July 1, 199:3, of the year following the energy cost base year, an owner of irrigated land shall provide 

1 5 the department, on a form prescribed by the department, with energy costs incurred in m that energy 

16 cost base year. In the event that no energy costs were incurred in m the energy cost base year, the 

17 owner of irrigated land shall provide the department with energy costs from the most recent year available. 

18 The department shall adjust the most recent year's energy costs to reflect costs in m the energy cost 

19 base year. 

20 (c) The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

21 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

23 (d) The base period used to determine net income must be the most recent 7 years for which data 

24 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

25 to in subsection (5)(b) must be averaged for the 7-year period, but the average must exclude the lowest 

26 and highest commodity prices or grazing fees in the period. 

27 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

28 the valuation method established by subsections (4) and (5). 

29 (7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

30 agricultural economics to compile and review the data required by subsections (4) and (5). The advisory 
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1 committee shall include one member of the Montana state university, college of agriculture, staff. The 

2 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 

3 to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

4 not irrigated." 

5 

6 Section 3. Section 15-7-221, MCA, is amended to read: 

7 "15-7-221. Phasein of the taxable value of agricultural land. The increase or decrease in taxable 

8 value of agricultural land resulting from the change in the method of determining productive capacity value 

9 under 15-7-201 must be phased in beginning January 1, +994 1995, as follows: 

10 (1) For the year beginning January 1, +994 1995, and ending December 31, +994 1995, the 

11 taxable value of agricultural land in each land use and production category must increase or decrease from 

12 the December 31, 4-996 1994, value by ~ one-third of the difference between the product of the 

13 productive capacity value of agricultural land for +994 1995 determined under 15-7-201 times the class 

14 three tax rate and the taxable value of agricultural land as of December 31, 4-996 1994. 

15 (2) For the year beginning January 1, +99& 1996, and ending December 31, +99& 1996, the 

16 taxable value of agricultural land in each land use and production category must increase or decrease from 

17 the December 31, 4-996 1994, value by W% two-thirds of the difference between the product of the 

18 productive capacity value of agricultural land for +994 1995 determined under 15-7-201 times the class 

19 three tax rate and the taxable value of agricultural land as of December 31, 4-996 1994. 

20 (3) i;;er the year begiAAiAg JaA~aP; 1, 1 QQe, aAEI eAEliAg OeeeFAber :ii 1, 1 QQe, the ta11able vah~e ef 

21 agrie1,1lt1,1ral laAEI iA eaeh laAEI 1,1se aAEI preel1,1otioA oategery FA1,1st iAerease er elaeraase freFA Hie OeoeFAber 

22 :ii1, 1 QQ3, •.-al1,1e by 71i¾ ef the eliffereAee betweeA the preel1,1ot ef the preel1,1etiYe eapaeity val1,1a ef 

23 agrie1,1lt1,1ral laAEI fer 1 QQ4 EleterFAiAeel 1:1Aeler 1 Ii 7 201 tiFAes the elass three tal! rate aAEl the tal!able val1,1e 

24 ef agrie1:1ltmal laAEI as ef OeeeFAber :ill, 1 QQ:ii. 

25 {4t Beginning January 1, 1997, the taxable value of agricultural land in each land use and 

26 production category is equal to 100% of the productive capacity value of agricultural land determined under 

27 15-7-201 times the class three tax rate." 

28 

29 ~IE'A' SEGTIO~I. SeetieR 4. A1h•isery aomFAiUee study ef soil eapability for ... aluatioR of 

30 agrieulturel laRd. (1 l n,e ge·,.erAer si'tall ap13oiAt aA aa·,isory eeFAFAittee to st1:1Ely FAOtAoEls for EloterFAiAiAg 
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1 the proeh,ioti,•e eapalaility of soils aAs methods fer usiA!l the prosuetiYo oapalaility of soils for the valuatioA 

2 of a!jrioultural laAss fer property tai< purposes. Tho adYisory 00R1mittee shall also eoAsider the 011teAt te 

3 whioh eeeAomio festers, sueh as laAd uso a As maAa!JemeAt praotieos, iAfluoAoo the •,raluatioA of a!jrioultural 

4 laAs for propert'f talE purposes. 

5 (2) The .-Aemlaership of the eemmittee must iAoluse persoAs who are kAowled!jealalo iA tRe 

6 followiA!l areas: 

7 (a) priAeiplos aAs praotioes of property tanatioA; 

8 (lal irri!jated a!jrieultural praetieos aAs produotioA; 

9 (el AoAirri!jatod a!Jrieultural praotioos aAs prosuotioA; 

10 (di liYOSt00I( !jFaliA!l praotiees aAs prosuetieA; 

11 (el a!jrioultural maAa!JemeAt praotioes; aAs 

12 (f) fiAaAoial maAa!jomeAt. 

13 (3) Tho oommittee must also iAeluse twe momlaers reproseAtiR!l MeAtaAa state UAi~•ersit'f. 0Ao 

14 memlaer must lae lmewlod!Jealale iA soil eharaoteristios as these eharaeteristies relate to the preduofr,•ity of 

15 a!jrioultural laAB. Tho etl:ler memlaer RlUSt ee kABWIBB!jOaele iA a!jrieultural eoeAemios. 

16 (4) The oommitteo shall report its fiAdiA!jS aAd rooomRlOAdatioAS to the departmoAt of re·,eAU0 lay 

1 7 July 1 , 199§. 

18 

19 NEW SECTION. SECTION 4. ADVISORY COMMITTEE -- STUDY OF SOIL CAPABILITY FOR 

20 VALUATION OF AGRICULTURAL LAND. (1) THE GOVERNOR SHALL APPOINT AN ADVISORY 

21 COMMITTEE TO STUDY METHODS FOR DETERMINING THE PRODUCTIVE CAPABILITY OF SOILS AND 

22 METHODS FOR USING THE PRODUCTIVE CAPABILITY OF SOILS FOR THE VALUATION OF 

23 AGRICULTURAL LANDS FOR PROPERTY TAX PURPOSES. THE ADVISORY COMMITTEE SHALL ALSO 

24 CONSIDER THE EXTENT TO WHICH ECONOMIC FACTORS, SUCH AS LAND USE AND MANAGEMENT 

25 PRACTICES, INFLUENCE THE VALUATION OF AGRICULTURAL LAND FOR PROPERTY TAX PURPOSES. 

26 (2) THE MEMBERSHIP OF THE COMMITTEE MUST INCLUDE PERSONS WHO ARE 

27 KNOWLEDGEABLE IN THE FOLLOWING AREAS: 

28 (A) PRINCIPLES AND PRACTICES OF PROPERTY TAXATION; 

29 (Bl IRRIGATED AGRICULTURAL PRACTICES AND PRODUCTION; 

30 (Cl NONIRRIGATED AGRICULTURAL PRACTICES AND PRODUCTION; 
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1 (D) LIVESTOCK GRAZING PRACTICES AND PRODUCTION; 

2 (El AGRICULTURAL MANAGEMENT PRACTICES; AND 

3 (Fl FINANCIAL MANAGEMENT. 

4 (3) THE COMMITTEE MUST ALSO INCLUDE TWO MEMBERS REPRESENTING MONTANA STATE 

5 UNIVERSITY. ONE MEMBER MUST BE KNOWLEDGEABLE IN SOIL CHARACTERISTICS AS THESE 

6 CHARACTERISTICS RELATE TO THE PRODUCTIVITY OF AGRICULTURAL LAND. THE OTHER MEMBER 

7 MUST BE KNOWLEDGEABLE IN AGRICULTURAL ECONOMICS. 

8 (4) THE COMMITTEE SHALL REPORT ITS FINDINGS AND RECOMMENDATIONS TO THE 

9 DEPARTMENT OF REVENUE BY JULY 1, 1996. 

10 

11 

12 

NEW SECTION. Section 5. Repealer. Section 15-7-221, MCA, is repealed. 

13 PJPA' SECTIO~J. S&CTIQN a. CQNTING&NT VOIDNESS. IPJ ORDER TO MAINTAIN A BALAPJCED 

14 BUDGET, BECAUSE [Tl-lie ACT] REDUCES RE1/EPJUE, IT MAY PJOT BE TRAPJSMITTED TO Tl-IE GOVERPJOR 

15 UPJbESS A CORRESPOPJDIPJG IDEPJTIFIED REDUCTIOPJ IN SPEPJDIPJG IS COPJTAINED IPJ MOUSE Bibb PJO. 

16 2. IF A CORRESPONDIPJG IDEPJTIFIED REDUCTIO~J IPJ SPENDING IS PJOT COPJTAINED IN MOUSE Bibb PJO. 

17 2, [Tl-lie ACT] IS VOID. 

18 

19 NEW SECTION. Section 6. Effective dates. ( 1) [Sections 1, 3, ~ film. i,. 4 ~ L..Jl.... and this 

20 section] are effective on passage and approval. 

21 (2) [Section 21 is effective January 1, 1997. 

22 (3) [Section e- ~ _g_] is effective January 1, 1998. 

23 

24 NEW SECTION. Section 7. RoHoaotiYo a1313lioabilit',' APPLICABILITY. (1 l [Sections 1 and 31 apply 

25 retroactively, within the meaning of 1-2-109, to tax years beginning after December 31, 1994. 

26 (2) [soetieR SECTION 21 applies to tax years beginning after December 31, 1996. 

PJEW SECTIOPJ. SeetieR 8. TenfliRatieR. [SootieA 41 tOFffliAatos clul>( 1, 1997. 

27 

28 

29 

30 NEW SECTION. SECTION 8. TERMINATION. [SECTION 4] TERMINATES JULY 1, 1997. 

-END-
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Conference Committee 
on SB 198 

Report No.l, April 10, 1995 

Mr. President and Mr. Speaker: 
Page 1 of 2 

We, your Conference Committee on SB 198, met and considered: 

The Committee Report of the House Standing Committee on 
Taxation dated March 20, 1995 

We recommend that SB 198 (reference copy - salmon) be further 
amended as follows: 

1. Title, lines 10 and 11. 
Strike: "ESTABLISHING" on line 10 through "LAND;" on line 11 

2. Title, line 12. 
Strike: " ..... " 
Insert: "AND" 

3. Title, lines 13 and 14. 
Strike: " AND" on line 13 through "DATE" on line 14 

4. Page 6, line 19 through page 7, line 9. 
Strike: section 4 in its entirety 
Renumber: subsequent sections 

5. Page 7, line 19. 
Strike: "i...... II 
Strike: II~ ti 

Insert: 11611 

6 . Page 7, line 22. 
Strike: II 2_" 
Insert: "4" 

7. Page 7, line 30. 
Strike: section 8 in its entirety 

And that this Conference Committee report be adopted. 

For 

Ch 

Beck 

REJECT 



d?r 
Amd. Coard. 

L,r,'y 

Sec. of Senate 

April 10, 1995 
Page 2 of 2 
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54th Legislature 

2 

3 

SB0198.05 

SENATE BILL NO. 198 

INTRODUCED BY JERGESON, STORY, HIBBARD, TOEWS, MCCANN 

4 A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING THE METHOD OF VALUING IRRIGATED 

5 AGRICULTURAL LAND; ESTABLISHING A BASE WATER COST FOR COMPUTING NET INCOME FROM 

6 IRRIGATED LAND; ESTABLISHING AN ENERGY COST BASE YEAR FOR IRRIGATED LAND; LIMITING 

7 ALLOWABLE WATER COSTS TO A MAXIMUM OF $35 PER ACRE OF IRRIGATED LAND; REVISING THE 

8 PHASEIN OF THE TAXABLE VALUE OF AGRICULTURAL LAND; ESTABLISHING A~J AQVISORY 

9 COMMITTEE TO STUDY METHOQS J;OR USING SOIL CAPABILITY J;OR THE VAUJATION 01-

10 AGRICUbTURAb LAND; EST,M!LISHING A~l AQVISORY COMMITTEE TO STUQY METHOQS I-OR USING 

11 SOlbCAPABIUTY FORTHEVALUATlml OFAGRICUbTURAL LAND; AMENDING SECTIONS 15-7-201 AND 

12 15-7-221, MCA; REPEALING SECTION 15-7-221, MCA; AND PR.OVIDING EFFECTIVE DATES, A~IO, AND 

13 APPLICABILITY DATES, ANQ A TERMINATION DATE ANQ A GO~JTINGENT VOIQNESS PROVISIO~I, A~IO 

14 A TERMINATIO~l QI\TE." 

15 

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

17 

18 Section 1. Section 15-7-201, MCA, is amended to read: 

19 "15-7-201. (Applieallle Temporary -- applicable to~ 1995 AND 1996 and later land valuation 

20 schedules) Legislative intent -- value of agricultural property. ( 1) Because the market value of many 

21 agricultural properties is based upon speculative purchases that do not reflect the productive capability of 

22 agricultural land, it is the legislative intent that bona fide agricultural properties be classified and assessed 

23 at a value that is exclusive of values attributed to urban influences or speculative purposes. 

24 (2) Agricultural land must be classified according to its use, which classifications include but are 

25 not limited to irrigated use, nonirrigated use, and grazing use. 

26 (3) Within each class, land must be subclassified by production categories. Production categories 

27 are determined from the productive capacity of the land based on yield. 

28 (4) In computing the agricultural land valuation schedules to take effect eA JaA1,1ary 1, 1994, aAel, 

29 t1'lereaHer, BA t1'le eHeeti1,e elate when each revaluation cycle takes effect pursuant to 15-7-111, the 

30 department of revenue shall determine the productive capacity value of all agricultural lands using the 
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1 formula V = 1/R where: 

2 (a) Vis the per-acre productive capacity value of agricultural land in each land use and production 

3 category; 

4 (b) I is the per-acre net income of agricultural land in each land use and production category and 

5 is to be determined as provided in subsection (5); and 

6 (c) R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

7 until new agricultural land valuation schedules are computed as required by law. 

8 (5) (a) Net income must be determined separately in each land use based on production categories. 

9 (b) Net income must be based on commodity price data, grazing fees, crop share arrangements, 

1 0 and water cost data for the base period,, as follows: 

11 (i) Commodity price data and grazing fees for the base period must be obtained from the Montana 

12 Agricultural Statistics and from the Montana crop and livestock reporting service. 

13 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

14 (iii) Allowable water costs consist only of the per-acre labor costs aR&L energy costs of irrigationL 

15 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

16 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

17 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4.50 an acre for tow lines, side roll, 

18 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

19 (B) Energy costs must be based on per-acre energy costs incurred in 1992. By July 1, 1993, an 

20 owner of irrigated land shall provide the department, on a form prescribed by the department, with energy 

21 costs incurred in 1992. In the event that no energy costs were incurred in 1992, the owner of irrigated 

22 land shall provide the department with energy costs from the most recent year available. The department 

23 shall adjust the most recent year's energy costs to reflect costs in 1992. 

24 (c) The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

25 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

27 (di The base period used to determine net income must be the most recent 7 years for which data 

28 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

29 to in subsection (5)(b) must be averaged for the 7-year period, but the average must exclude the lowest 

30 and highest commodity prices or grazing fees in the period. 
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(6) The department shall compile data and develop valuation manuals adopted by rule to implement 

2 the valuation method established by subsections (4) and (5). 

3 (7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

4 agricultural economics to compile and review the data required by subsections (4) and (5). The advisory 

5 committee shall include one member of the Montana state university, college of agriculture, staff. The 

6 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 

7 to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

8 not irrigated." 

9 

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

11 "15-7-201. {Applicable to +994 1997 and later land valuation schedules) Legislative intent -- value 

12 of agricultural property. (1 I Because the market value of many agricultural properties is based upon 

13 speculative purchases that do not reflect the productive capability of agricultural land, it is the legislative 

14 intent that bona fide agricultural properties be classified and assessed at a value that is exclusive of values 

1 5 attributed to urban influences or speculative purposes. 

16 (21 Agricultural land must be classified according to its use, which classifications include but are 

1 7 not limited to irrigated use, nonirrigated use, and grazing use. 

18 (3) Within each class, land must be subclassified by production categories. Production categories 

19 are determined from the productive capacity of the land based on yield. 

20 (41 In computing the agricultural land valuation schedules to take effect on JantiaP( 1, 1994, and, 

21 thereafter, on the effoeti¥e date when each revaluation cycle takes effect pursuant to 15-7-111, the 

22 department of revenue shall determine the productive capacity value of all agricultural lands using the 

23 formula V = 1/R where: 

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

25 category; 

26 (bl I is the per-acre net income of agricultural land in each land use and production category and 

27 is to be determined as provided in subsection (5); and 

28 (c) R is the capitalization rate and is equal to 6.4%. This capitalization rate must remain in effect 

29 until new agricultural land valuation schedules arc eornptited as reqtiirad 13·1• law adopted by the department, 

30 after considering the recommendations from the advisory committee as provided in subsection 17). 
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1 (5) (a) Net income must be determined separately in each land use based on production categories. 

2 (b) Net income must be based on commodity price data, grazing fees, crop share arrangements, 

3 and water cost data for the base period~. as follows: 

4 (i) Commodity price data and grazing fees for the base period must be obtained from the Montana 

5 Agricultural Statistics and from the Montana crop and livestock reporting service. 

6 (ii) Crop share arrangements are based on the rental value of the land and average landowner costs. 

7 (iii) Allowable water costs consist only of the per-acre labor costs ilf!GL energy costs of irrigationL 

8 and a base water cost of $5.50 for each acre of irrigated land. Total allowable water costs may not exceed 

9 $35 for each acre of irrigated land. Labor and energy costs must be determined as follows: 

10 (A) Labor costs are zero for pivot sprinkler irrigation systems; $4. 50 an acre for tow lines, side roll, 

11 and lateral sprinkler irrigation systems; and $9 an acre for hand-moved and flood irrigation systems. 

12 (8) Energy costs must be based on per-acre energy costs incurred in m the energy cost base 

13 year, which is the calendar year immediately preceding the year specified by the department in 15-7-103(5). 

14 By July 1, 1 QQ3, of the year following the energy cost base year, an owner of irrigated land shall provide 

15 the department, on a form prescribed by the department, with energy costs incurred in m that energy 

16 cost base year. In the event that no energy costs were incurred in m the energy cost base year, the 

17 owner of irrigated land shall provide the department with energy costs from the most recent year available. 

18 The department shall adjust the most recent year's energy costs to reflect costs in m the energy cost 

19 base year. 

20 (c) The base crop for valuation of irrigated land is alfalfa hay, adjusted to 80% of sales price, and 

21 the base crop for valuation of nonirrigated land is wheat. The base unit for valuation of grazing lands is 

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

23 (d) The base period used to determine net income must be the most recent 7 years for which data 

24 is available prior to the date the revaluation cycle ends. Commodity price data and grazing fees referred 

25 to in subsection (5)(b) must be averaged for the 7-year period, but the average must exclude the lowest 

26 and highest commodity prices or grazing fees in the period. 

27 (6) The department shall compile data and develop valuation manuals adopted by rule to implement 

28 the valuation method established by subsections (4) and (5). 

29 (7) The governor shall appoint an advisory committee of persons knowledgeable in agriculture and 

30 agricultural economics to compile and review the data required by subsections (4) and (5). The advisory 
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1 committee shall include one member of the Montana state university, college of agriculture, staff. The 

2 advisory committee shall recommend agricultural land valuation schedules to the department. With respect 

3 to irrigated land, the value of irrigated land may not be below the value that the land would have if it were 

4 not irrigated." 

5 

6 Section 3. Section 15-7-221, MCA, is amended to read: 

7 "15-7-221. Phasein of the taxable value of agricultural land. The increase or decrease in taxable 

8 value of agricultural land resulting from the change in the method of determining productive capacity value 

9 under 15-7-201 must be phased in beginning January 1, -1-894 1995, as follows: 

10 ( 1) For the year beginning January 1, -1-894 1995, and ending December 31, -1-894 1995, the 

11 taxable value of agricultural land in each land use and production category must increase or decrease from 

12 the December 31, ~ 1994, value by 2-6--% one-third of the difference between the product of the 

13 productive capacity value of agricultural land for -1-894 1995 determined under 15-7-201 times the class 

14 three tax rate and the taxable value of agricultural land as of December 31, .~ 1994. 

15 (2) For the year beginning January 1, 4-89& 1996, and ending December 31, 4-89& 1996, the 

16 taxable value of agricultural land in each land use and production category must increase or decrease from 

17 the December 31, ~ 1994, value by ~ two-thirds of the difference between the product of the 

18 productive capacity value of agricultural land for -1-894 1995 determined under 15-7-201 times the class 

19 three tax rate and the taxable value of agricultural land as of December 31, ~ 1994. 

20 (31 Fer tlrn year beginning Jam,1af'f 1, 1996, anel eneling Deeember 31, 1996, tRe tanable value ef 

21 agrieultural lanel in eaeR Janel use anel preduetien eategery must inerease er eleerease from tRe Deeember 

22 31, 1993, value by 7e % ef tRe differenee between tRe preeluet ef tRe predueti·,e eapaeity value ef 

23 agrieultural land fer 1994 eletermineel uneler 1 e 7 201 times tRe elass tJciree ta11 rate anel tRe talEable value 

24 of agrioultural land as ef Doeember 31, 1993. 

25 ~ Beginning January 1, 1997, the taxable value of agricultural land in each land use and 

26 production category is equal to 100% of tho productive capacity value of agricultural land determined under 

27 15-7-201 times the class throe tax rate." 

28 

NPAI 6i;CTIO~I. &eetien 4. Ad..,iser/ eemmitteo et11d•; ef seil eapallilit•; for ..,aJuatien ef 29 

30 agrio11lt11ral land. ( 11 TJcie geYerner sJciall a19peint an adYiser>; een:in:iittoo ta stuely met"1eels fer elotormining 
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- 5 - SB 198 



54th Legislature S8O198.O5 

1 the preEl1,rntive eapasilit'; ef sails aAEI metheEls fer usiA!J the preElueti•,e eapasility et sails for tho YaluatioA 

2 of a!)rieultural laAEls fer proport~• tall purposes. Tho aEIYisor'f oemmittoe shall alse ooAsiElor the eiEteAt to 

· 3 whieh eooAomie faotors, sueh as laAEI use aAEI maAa!JemeAt praotioes, iAfluoAee the YaluatieA of a!Jrieultural 

4 laAEI fer preperty tan puri;ieses. 

5 (2) The memsership of the eemmitteo must iAoluEle perseAs who are IEAewleEl!Jeasle iA the 

6 fellewiA!J areas: 

7 (a) i;iriAeiples aAEI praetieos ef property tanatioA; 

8 (s) irri!)ateEI a!)rieultural praetiees aAEI proEluotioA; 

9 (o) AeAirri!)ateEI a!)rioultural praotieos anEI proEluotieA; 

10 (El) li,1estoel1 !Jra~iA!J praotiees aAEI preEluetion; 

11 (e) a!Jrioultural mana!JemeAt praetieos; aAEI 

12 (fl fiAaAoial maAa!)emeAt. 

13 (:ii) The eemmil;tee FAUSt alse iAeluElo t'.¥0 mOFABOFS FOpFOSOAtiR!J MoAtaAa state UAi,1ersit~•. GAO 

14 moFAsor FAust t:rn IEnowleEl!Jeaslo in soil oharaotoristios as those eharaeteristios relate to the i;iroEluefr,ity ef 

15 a!Jrieultural Ian El. The other FAeFAser must se kAo•,•,•leEl!)eaele in a!)rieultural eeenoFAies. 

16 (4) Tho oommittee shall repert its finEliA!JS anEI reoeFAFAenElatioAs to tho ElopartmoAt et reYeAue B'/ 

17 July 1, 1096. 

18 

19 NIOW SIOGTION. SECTIQN 4. AQ'JISQRY CQMMITTEE STUQY QF SQIL CAPA81LITY FOR 

20 VALUJI.TION OF AGRICULTURJI.L l.ll,ND. j 11 Tl-IE GQVER~IOR SMALL APPQl~IT A~I ADVISORY 

21 COMMITTEE TO STUDY Ml!TI-IQDS FQR Dl!Tl!RMINING Tl-IE PRODUCTIVI! CAPA8ILITY QF SOILS A~ID 

22 MHI-IODS FOR USl~IG Tl-II! PRODUCTIVI! CAP,0,BILITY OF SOILS FOR Tl-II! VALUATIO~I OF 

23 AGRICUbTURAL LA~IDS FOR PRQPl!RTY TAX PURPOSl!S. Tl-IE ADVISORY GOMMITTl!I! SMALL ,O.LSQ 

24 GO~ISIDER Tl-IE EXTl!NT TO 'NI-IICI-I l!CO~IOMIC FACTORS. SUGI-I AS LAND US!! A~ID MA~l,O.GEMl!~IT 

25 PRAGTIGES, l~IFLUl!~ICI! Tl-II! 1/ALUATIO~I OF AGRICULTURAL LA~ID FOR PROPl!RTY TAX PURPOSl!S. 

26 (21 Tl-II! Ml!MBl!RSI-IIP OF Tl-IE COMMITTl!I! MUST INCLUDI! PERSONS WI-IQ ARI! 

27 KNOWLl!DGl!ABLE l~I Tl-II! FOLLOWl~IG AREAS: 

28 !Al PRl~ICIPLES MID PRACTlCl!S OF PROPERTY TAXATIO~I; 

29 (Bl IRRIGATED AGRICULTURAL PRACTICl!S A~ID PRODUCTION; 

30 (C) ~IONIRRIGATED AGRICULTURAL PRACTICl!S A~ID PRODUCTIO~I; 
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1 (EJ) Lll/i;STOCK GRAZING PRACTIC!;S MIO PROEJUCTION: 

2 (!;) AGRICUbTURAb MA~V\G!;M!;~IT PRACTIC!;S; A~m 

3 (F) FINA~ICIAb M,'\NAG!;Mi;NT. 

4 (~I TM!; COMMITTEE MUST .O.bSO l~ICbUEJ!; TWO MEMBERS REPRESHITING MO~ITA~IA STATE 

5 U~IIVERSITY. ONE M!;MBER MUST BE K~J01;1lbEEJGEABbl! IN SOIL CMAR.O.CT!;RISTIGS AS Tl-lESI! 

6 CMARACT!;RISTICS REbAT!; TO TM!; PROEJUCTIVITY OF AGRICUbTURAb bA~IEJ. THE OTHER MEMBER 

7 MUST BE K~IOWbEEJGEABbE l~I AGRICUbTURAb ECONOMICS. 

8 14) THE COMMITTEE SMAbb REPORT ITS Fl~IEJINGS ANEJ RECOMME~IEJATIO~IS TO THE 

9 EJEPARTMENT OF REVENUE BY .JUbY 1, 1996. 

10 

11 

12 

NEW SECTION. Section 4. Repealer. Section 15-7-221, MCA, is repealed. 

13 ~IEW SECTIO~I. SECTION 6. CONTINGENT VOIDN&SS. IN OREJER TO MAl~ITAIN A B.''.bA~ICEEJ 

14 BUDGET, BEC/'.USE !THIS ACT) R!;OUC!;S REV!;NU!;, IT MAY ~IDT Bl; TRA~ISMITT!;D TO TM!; GOVi;R~IOR 

15 U~lbi;SS A CORR!;SPO~IEJING ID!;NTIFl!;EJ Ri;DUCTION IN SPi;NDING IS CO~ITAIN!;D l~I MOUSE Bibb ~IQ. 

16 2. IF A CORR!;SPO~IEJl~IG IO!;NTIFl!;D Ri;DUCTION l~I SPENDING IS NOT CONTAINED IN MOUSE BILL NO. 

17 2, [THIS ACT) IS VOID. 

18 

19 NEW SECTION. Section 5. Effective dates. 11) [Sections 1, 3, ~ MIEJ !,_ 4 6 7, 8 6, and this 

20 section] are effective on passage and approval. 

21 (21 [Section 21 is effective January 1, 1997. 

22 (3) [Section~~] is effective January 1, 1998. 

23 

24 NEW SECTION. Section 6. ReHeaeti',1e Oflfllieaeility /\PPLICABILITY. ( 1) [Sections 1 and 3] apply 

25 retroactively, within the meaning of 1-2-109, to tax years beginning after December 31, 1994. 

26 (2) [seetieA SECTION 21 applies to tax years beginning after December 31, 1996. 

27 

28 

29 

30 

m~w SECTION. SeetieR 8. TeFFRiRatieR. [SeetieA 41 termiAates dulv 1, 1997. 

~IEW SECTION. SECTION 8. TERMINATION. ISECTIO~I 4) TERMl~IATES dUbY 1, 1 QQ7. 

-END-
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