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4 A BILL FOR AN ACT ENTITLED: "AN ACT EXEMPTING FROM PRBPERTY TAX THE FIRST $25,000 OR

5 LESS OF CLASS EIGHT PROPERTY; AMENDING SECTIONS 15-6-138 AND 15-6-201, MCA; AND

6  PROVIDING AN EFFECTIVE DATE."

7

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA;

9
10 Section 1. Section 15-6-138, MCA, is amended to read:
11 “15-6-138. Class eight property -- description -- taxable percentage. (1) Class eight property

12 includes:

13 (a) all agricuitural impiements and equipment;

14 (b) all mining machinery, fixtures, equipment, tools thet-are-Roet-exempiunder3b5-6-26414+}, and
15 supplies except those included in class five;

16 (c} all manufacturing machinery, fixtures, equipment, tools thet—are—not—exempi—onRger

17  16-6-20H1Hr, and supplies except those included in class five;
18 {d) all trailers and semitrailers, including those prorated under 15-24-102, except those subject to

19  taxation under 61-3-504({2) or exempt under 15-6-201(1}{v);

20 {e} all goods and equipment intended for rent or lease, except goods and equipment specifically
21 included and taxed in another class;
22 (f} buses and trucks having a rated capacity of more than 1 ton, including those prorated under

23 15-24-102,
24 {g) truck toppers weighing more than 300 pounds;
25 (h) furniture, fixtures, and equipment, except that specifically included in another class, used in

26 commercial establishments as defined in this section;

27 (i) x-ray and medical and denta! equipment;
28 ()} citizens’ band radios and mobile telephones;
29 (k) radio and television broadcasting and transmitting equipment;
30 (1} cable television systems;
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{m) coal and ore haulers;
{n) theater projectors and sound equipment; and

(o) all other property not included in any other class in this part, except that property subject to

a fee in lieu of a property tax.

(2) . As used in this section, "coal and ore haulers” means nonhighway vehicles that exceed 18,000

pounds per axle and that are primarily designed and used to transport coal, ore, or other earthen material

in a mining or quarrying environment.

{3) "Commercial establishment” includes any hotel; motel, office; petroleum marketing station; or

service, wholesale, retail, or food-handling business.

{4) Except as provided in subsection (5), &Hass class eight property is taxed at:

{a) 9% of its market value for tax years ending on or before December 31, 1995;
(b) 8% of its market value for tax year 1996;

(¢} 7% of its market value for tax year 1997; and

{d) 6% of its market value for tax years beginning after December 31, 1997.

{6) The first $25,000 or less of market value of class eight property is exempt from property tax."

Section 2. Section 15-6-201, MCA, is amended to read:

"15-6-201. Exempt categories. {1) The following categories of property are exempt from taxation:
{a) except as provided in 15-24-1203, the property of:

(i) the United States, except:

(A} if congress passes legislation that allows the state to tax property owned by the federal

government or an agency created by congress; or

(B} as provided in 15-24-1103;

(i) the state, counties, cities, towns, and school districts;

(iii) irrigation districts organized under the laws of Montana and not operating for profit;
(iv} municipal corporations;

{v} pubilic libraries; and

{vi) rural fire districts and other entities providing fire protection under Title 7, chapter 33;

(b} buildings, with land they occupy and furnishings in the buildings, owned by a church and used

for actual religious worship or for residences ot the clergy, together with adjacent land reasonably
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necessary for convenient use of the buildings;

{c} property used exclusively for agricultural and horticultural societies, for educational purposes,
and for nonprofit health care facilities, as defined in 50-5-101, licensed by the department of public health
and human services and organized under Title 35, chapter 2 or 3. A health care facility that is not licensed
by the department of public health and human services and organized under Titie 35, chapter 2 or 3, is not
exempt,

(d) property that is:

(iy owned and held by an association or corporation organized under Title 35, chapter 2, 3, 20, or
21;

(i) devoted exclusively to use in connection with a cemetery or cemeteries for which a permanent
care and improvement fund has been established as provided for in Title 35, chapter 20, part 3; and

(tii) not maintained and operated for private or corporate profit;

{e) property owned or property that is leased from a federal, state, or local governmental entity by
institutions of purely public charity if the property is directly used for purely public charitable purposes;

(f) evidence of debt secured by mortgages of record upon real or personal property in the state of
Montana;

{g) public museums, art galieries, zoos, and observatories not used or held for private or corporate
profit;

{h) all household goods and furniture, including but not limited to clocks, musical instrumentg,
sewing machines, and wearing apparel of members of the family, used by the owner for personal and
domestic purposes or for furnishing or equipping the family residence;

(i} atruck canopy cover or topper weighing less than 300 pounds and having no accommodations
attached. This property is also exempt from taxation under 61-3-504(2) and 61-3-537.

{iY a bicycle, as defined in 61-1-123, used by the owner for personal transportation purposes;

{k} motor homes, travel trailers, and campers;

{) all watercraft;

{m) motor vehicles, land, fixtures, buildings, and improvements owned by a cooperative association
or nonprofit corporation organized to furnish potable water to its members or customers for uses other than
the irrigation of agricultural land;

{n) the right of entry that is a property right reserved in land or received by mesne cenveyance
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{exclusive of ieasehold interests), devise, or succession to enter land with a surface title that is held by
another to explore, prospect, or dig for oil, gas, coal, or minerals;

{o) property that is owned and used by a corporation or association organized and operated
exclusively for the care of persons with developmental disabilities, the mentally ill, or the vocationally
handicapped as defined in 18-5-101 and that is not operated for gain or profit and property owned and used
by an organization owning and operating facilities that are for the care of the retired, aged, or chronically
ill and that are not operated for gain or profit;

(p) all tarm buildings with a market value of less than $500 and ail agricultural implements and
machinery with a market value of iess than $100;

(q) property owned by a nonprofit corporation that is‘organized to provide facilities prirnarily for
training and practice for or competition in international sports and athletic events and not held or used for
private or corporate gain or profit. For purposes of this subsection (q), "nonprofit corporation” means an
organization exempt from taxation under section 501{c) of the Interna! Revenue Code and incorporated and
admitted under the Montana Nonprofit Corporation Act.

(r} the first $36-8008 $25 000 or less of market value of teels—ewned-by-the-taxpayer-that-are

class eight property as
provided in 15-6-138;

(s} bharness, saddlery, and other tack equipment;

(t} atitle plant owned by a title insurer or a title insurance praducer, as those terms are defined in
33-25-105;

(u} timber as defined in 15-44-102;

(v} ell trailers and semitrailers that have a licensed gross weight of 26,000 pounds or more or that
are registered through a proportional registration agreement under 61-3-721. For purposes of this
subsection (1){v), the terms “trailer” and "semitrailer” mean a vehicle with or without motive power that
is:

(i} designed and used only for carrying property;

(i) designed and used to be drawn by a motor vehicle; and

(iii) either constructed so that no part of its weight rests upon the towing vehicle or constructed
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so that some part of its weight and the weight of its ioad rests upon or is carried by another vehicle.

(w) all vehicles registered under 61-3-456.

{2) (a) Forthe purposes of subsection [1}{e}, the term "institutions of purely public charity " includes
any organization that meets the following requirements:

(i) The organization qualifies as a tax-exempt organization under the provisions of section 501{c)(3},
Internal Revenue Code, as amended.

(i) The organization accomplishes its activities through absolute gratuity or grants. However, the
organization may solicit or raise funds by the sale of merchandise, memberships, or tickets to public
performances or entertainment or by other simiiar types of fundraising activities. '

{b) For the purposes of subsection {1}{g), the term "public museums, art galleries, zoos, and
observatories” means governmental entities or nonprofit organizations whose principal purpose is to hold
property for public display or for use as a museum, art gallery, zoo, or observatory. The exempt property
includes all real and personal property reasonably necessary for use in connection with the public display
or observatory use. Unless the property is leased for a profit to a governmental entity or nonprofit
organization by an individual or for-profit organization, real and personal property owned by other persons
is exempt if it is:

{iy actually used by the governmental entity or nonprofit organization as a part of its public display;

(i} held for future display; or

{iii} used to house or store a public display.

{3) The following portions of the appraised value of a capital investment in a recognized nonfossil
form of energy generation or low emission wood or biomass combustion devices, as defined in 15-32-102,
are exempt from taxation for a period of 10 years following installation of the property:

{a) $20,000 in the case of a single-family residential dwelling;

(b} $100,000 in the case of a multifamily residential dwelling or a nonresidential structure.”

NEW SECTION. Section 3. Effective date. [This act] is effective July 1, 18997,

-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HB0471, as introduced

DESCRIPTICN CF PROPOSED LEGISLATION:
An act. exempting from property tax the Zirst 525,000 or less of class eight property and
providing an effective date.

ASSUMPTIONS:

1. The proposal is effective July 1, 1997. The $25,000 exemption would not be
1implemented until January 1, 19&8.

The taxable valuation rate for perscnal property will be 6% 1in 1998 and future

s

vears.
2, The lcss 1n taxable value due to exempting the first $25,000 market value perscnal
property would be 541.5 million in tax year 198 and tax year 1299,
4. The loss in taxable value due to exempting the first 525,000 marke:t value of

w

persona’ property on which the 3 mill state assumption of welfare 1s levied is $1Z.
millicon in tax years 1898 and 13999,

5. The loss in taxable value due to exempting the first $25,000 market value of

personal property on which the 1.5 vo-tech mill is levied is 510.4 million 1n tax

years 1598 and 1998.

Thirty elight percent of personal property taxes are pald in FYS88 and €2% in FY®% for

tax year 1998 assessments. Thirty eight percent of personal prcperty taxes are paid

in FY39 for tax year 199% assessments

8. The estimated taxable value loss under this proposal 1s determined by exempting the
first 525,000 of market value per assessment code of class 8 property that had a
taxable valuation rate of 8% 1n 1985 and that did net already receive an exemgtion
suzh as that received by handheld tools. The estimates are understatesd by the
remcval of property receiving local option abatements and overstated by neot having
included handheld tools.

9. The decrease in market value and the corresponding decrease in taxable value for

class 8 property under the proposal would increase the costs of SB417 personal

property reimbursements.

The current computer system assigns taxable value by classification code. It does

not have the capability to roll-up all marke* wvalue of class €& prcperty, exempt the

first $25,000 and then assign a taxable value corresponding to the remaining market

value. The cost to redesign the CAMAS, BEVS and MODS systems and keep the

assessment process automated is $4.047 million which has been requested in HB188.

s
o

FISCAL IM2ARCT:

Expend:tures: (General Fund)

FY58 FY39

Dprfference Difference
Computer System Redesign 4,047,000 0
Revenues:

FYG8 Fvaa

Difference Difference
101 Mills (1,553,000} (4,123,000
9 Mi111l Assumption (43, 000) {122,0C0)
1.5 Vo-tech : (6,009 (16,000}

Tozal {1,¢€42,000) (4,321,000

{Fiscal Impact - corntinued page 2)
DAVE LEWIS, BUDGET DIRECTOR DATE KIM GILLAN, PRIMARY SPCNSOR DJATE

Ctfice oI Budget and Program Planning
Fiscal Note for HBG471, as introduced

ABL7/




Fiscal Note Request, HB0471, as introduced
Page Z
{continued)

riscal, IMPACT:

Revenues: (continued)

Under 5B417, reimbursements to taxing jurisdictions that experience an increase in

in class 8 market value, relative tc the 1995 level, are to be reduced relative to what
they would be in the absence ¢of any growth. To the extent that the loss in market value
cof class B property under the proposal offsets an increase in market value due to growth,
the reimbursement to a taxing jurisdicticn would be increased. Thus the cost of the SB417
reimbursement program would increase. The extent of this is not known.

EFFECT ON COUNTY QR OTHER LOCAL REVENUES QR EXPENDITURES:

There cculd be losses to local dovernments in FY98 and FY99 to the extent that they could
not adjust thelr mill levies to make up for the loss 1n taxable value due teo the proposal.

TECHNICAL NCTES:

The July 1, 1997 effective date is unclear. Mcst class 8 property is assessed as of
Janvary 1 of the year of assessment. Therefore, this exemption to market value under the
proposal would not be implemented until tax year 1998.

The p-ll dees not provide a method for administering the exemption. Since different
classification codes within class 8 property have different taxable valuation rates; 1t is
not clear to which classification code the exemption of the first $25,000 of market valus
zhould go first.
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MOTION TQ TAKE FROM TABLE,
PRINT & PLACE ON 2ZND READING

COMMITTEE ON TAXATION

/zé;sc BILL NO. %7/
INTROQUCED BY /&J@L—’ &m/,/x S HEAVY RVvvER

A BILL FOR AN ACT ENTITLED: 'AN ACT EXEMPTING FROM PROPERTY TAX THE FIRST $25,000 OR
LESS OF CLASS EIGHT PROPERTY; AMENDING SECTIONS 15-6-138 AND 15-6-201, MCA; AND
PROVIDING AN EFFECTIVE DATE."

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

Section 1. Section 15-6-138, MCA, is amended to read:

"15-6-138. Class eight property -- description -- taxable percentage. (1) Class eight property
includes:

{a) all agricultural implements and egquipment;

{b) all mining machinery, fixtures, eguipment, t00ls that-are-rotaxampiorder 6203434, and
supplies except those included in class five;

{c) all manufacturing machinery, fixtures, equipment, tools that—are—nRot—exempt—under
36-6-20H3H4+, and supplies except those included in ciass five;

{d} all trailers and semitrailers, inciuding those prorated under 15-24-102, except those subject to
taxation under 61-3-604(2) or exempt under 15-6-201(1}{v});

(e} all goods and equipment intended for rent or iease, except goods and equipment specifically
included and taxed in another class;

(f) buses and trucks having a rated capacity of more than 1 ton, including those prorated under
15-24-102;

{g) truck toppers weighing more than 300 pounds;

{hy furniture, fixtures, and equipment, excep?! that specifically included in another class, used in
commercial establishments as defined in this section;

{i} x-ray and medical and dental equipment;

(ji citizens’ band radios and mobile telephones;

(k) radio and television broadcasting and transmitting egquipment;

{I} cabte television systems;
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{(m) coal angd ore haulers;

(n)] theater projectors and sound equipment; and

{o) all other property not included in any other class in this part, except that property subject to
a fee in lieu of a property tax.

{2)  As used in this section, "coal and ore haulers" means nonhighway vehicles that exceed 18,000
pounds per axie and that are primarily designed and used to transport coal, ore, or other earthen materia!
in @ mining or quarrying environment.

(3) "Commercial establishment"” includes any hote!; motel; office; petroleum marketing station; or
service, wholesale, retail, or food-handling business.

(4) Except as provided in subsectign (5), Glass class eight property is taxed at:

(a) 9% ot its market value for tax years ending on or before December 31, 1995;
{b) B% of its market value for tax year 1996;

{c) 7% of its market vatue for tax year 1997; and

{d} 6% of its market value for tax years beginning after December 31, 1997.

{5) The first $25,000 or less of market value of class @ight property is exempt from property tax.”

Section 2. Section 15-6-201, MCA, is amended to read:

"15-6-201. Exempt categories. (1) The following categories of property are exempt frcm taxation:

{a) except as provided in 15-24-1203, the property of:

(i} the United States, except:

{(A) if congress passes legistation that allows the state to tax property owned by the federal
government or an agency created by congress; or

{B) as provided in 15-24-1103;

(i) the state, counties, cities, towns, and school districts;

(itt) irrigation districts organized under the laws of Montana and not operating for profit;

{iv} municipai corporations;

(v} public libraries; and

{vi) rural fire districts and other entities providing fire protection under Titie 7, chapter 33;

(b} buildings, with land they occupy and furnishings in the buildings, owned by a church and used
for actual religious worship or for residences of the clergy, together with adjacent land reasonably
. Legisiative
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necessary for convenient use of the buildings;

{c) property used exclusively tor agricultural and horticuitural societies, for educational purposes,
and for nonprofit health care facilities, as defined in 50-5-101, licensed by the department of public health
and human services and organized under Title 35, chapter 2 or 3. A health care facility that is not licensed
by the department of public health and human services and organized under Title 35, chapter 2 or 3, is not
exempt.

{d) property thatis:

{i} owned and held by an association or corperation organized under Title 35, chapter 2, 3, 20, or
21,

{ii} devoted exclusively to use in connection with a cemetery or cemeteries for which a permanent
care and improvement fund has been established as provided for in Title 35, chapter 20, part 3; and

{iii) not maintained and operated for private or carporate profit;

{e) property owned or property that is leased from a federal, state, or ioca: governmental entity by
institutions of purely public charity if the property is directly used for purely pubiic charitable purposes;

{f) evidence of debt secured by mortgages of record upon real or personal property in the state of
Montana;

{g) public museums, art galleries, zoos, and abservatories not used or held for private or corporate
profit;

(h) all household goods and furniture, inciuding but not limited to clocks, musical instruments,
sewing machines, and wearing apparel of members of the family, used by the owner for personal and
domestic purposes or for furnishing or equipping the family residence;

(i} atruck canopy cover or topper weighing less than 300 pounds and having no accommodations
attached. This property is also exempt from taxation under 61-3-504({2} and 61-3-537.

(j) a hicycle, as defined in 61-1-123, used by the owner for personal transportation purposes;

(k) motor homes, travel trailers, and campers;

() all watercraft;

{m} maotor vehicles, land, fixtures, buildings, and improvements owned by a cooperative association
or nonprofit corporation organized to furnish potable water to its members or customers for uses other than
the irrigation of agricuitural land;

{n) the right of entry that is a property right reserved in land or received by mesne conveyance
{Lc islative
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{exclusive of leasehoid interests), devise, or succession to enter land with a surface title that is held by
another to explore, prospect, or dig for oil, gas, coal, or minerals;

(o) property that is owned and used by a corporation or association organized and operated
exclusively for the care of persons with deveiopmental disabilities, the mentaily ill, or the vocaticnally
handicapped as defined in 18-5-101 and that is not operated for gain or profit and property owned and used
by an organization owning and operating facilities that are for the care of the retired, aged, or chronically
il and that are not operated for gan or profit,

{p) all farm buildings with a market value of iass than $500 and all agricultural implements and
machinery with a market value of less than $100;

{q) property owned by a nonprofit corporation that is organized to provide facilities primarily for
training and practice for or competition in international sports and athletic events and not held or used for
private or corporate gain or profit. For purposes of this subsection {q), "nonprofit corporation™ means an
organization exempt from taxation under section 501(c} of the Internal Revenue Code and incorporated and

admitted under the Mantana Nonprofit Corporation Act.

{r) the first $38-000 $25,000 or less of market value of teels—owned-by—tho-taxpaverthat-are

at class eight property as

provided in 15-6-138;

{s] harness, saddlery, and other tack equipment;

(t) a title plant owned by a title insurer or a title insurance producer, as thase terms are defined in
33-25-105;

(u} timber as defined in 15-44-102;

(v} all trailers and semitraiiers that have a licensed gross weight of 26,000 pounds or more or that
are registered through a proportional registration agreement under 61-3-721. For purposes of this

subsection {1}(v], the terms “trailer” and "semitrailer” mean a vehicle with or without motive power that

is:

{i} designed and used only for carrying property;

{ii) designed and used to be drawn by a motor vehigle; and

(iii) either constructed so that no part of its weight rests upon the towing vehicle or constructed
: Legislative
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so that some part of its weight and the weight of ité load rests upon or is carried by another vehicle.

(w) all vehicles registered under 61-3-4586.

(2) {a) For the purposes of subsection {1)(e), the term "institutions of purely public charity" includes
any organization that meets the following requirements:

{iy The organization qualifies as a tax-exempt organization under the provisions of section 501(c}3},
Internal Revenue Code, as amended.

(i) The organization accomplishes its activities through absolute gratuity or grants. However, the
organization may solicit or raise funds by the sale of merchandise, memberships, or tickets to public
performances or entertainment or by other similar types of fundraising activities.

(b} Fbr the purposes of subsection (1){g), the term "public museums, art galleries, zoos, and
observat-ories" means governmental entities or nonprofit organizations whase principat purpose is t¢ hold
property for public display or for use as a museum, art gallery, zooc, or observatory. The exempt property
includes all real and personal property reasonably necessary for use in connection with the public display
or observatory use. Unless the property is leased for a profit to a governmental entity or nonprofit
organization by an individual or for-profit organization, real and personél property owned by other persons
is exempt if it is:

(i) actually used by the governmental entity or nenprofit organization as a part of its public display;

(i) held for future display; or

(iii) used to house or store a public display.

(3) The following portions of the appraised value of a capital investment in a recognized nontossil
form of energy generation or low emission wood or biomass combustion devices, as defined in 156-32-102,
are exempt from taxation for a period of 10 years foliowing installation of the property:

{(a) $20,000 in the case of a single-family residential dwelling;

(b} $100,000 in the case of a multifamily residential dwelling or a nonresidential strecture.”

NEW SECTION. Section 3. Effective date. [This act] is effective July 1, 1997,

-END-
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HOUSE BILL NO. 471
INTRODUCED BY GILLAN, HURDLE, HEAVY RUNNER, SWANSON, RYAN, EWER, HARPER, PEASE

A BILL FOR AN ACT ENTITLED: "AN ACT EXEMPTING FROM PROPERTY TAX THE FIRST $25,000
$10.000 OR LESS OF CLASS EIGHT PROPERTY; AMENDING SECTIONS 15-6-138 AND 15-6-201, MCA:
AND PROVIDING AN EFFECTIVE DATE,_AN APPLICABILITY DATE, AND A CONTINGENT VOIDNESS

PROVISION."

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

Section 1. Section 15-6-138, MCA, is amended to read:

"15-6-138. Class eight property -- description -- taxable percentage. (1) Class eight property
includes.

{a) ail agricultural implements and equipment;

{b) all mining machinery, fixtures, equipment, tools THAT ARE NOT EXEMPT UNDER
15-6-201(1){R) that-are-not-exemptunder1b-6-20331He}, and supplies except those included in class five;

{c} all manufacturing machinery, fixtures, equipment, tools THAT ARE NOT EXEMPT UNDER
15-6-201(1){(R) that-ars-Ret-exemptunder3b-6-201(1Ha, and supplies except those included in class five;

(d} all trailers and semitrailers, inciuding those prorated under 15-24-102, except those subject to

taxation under 61-3-604(2) or exempt under 15-6-201(1){v);

{e) all goods and equipment intended for rent or lease, except goods and equipment specifically
included and taxed in another class;

{f) buses and trucks having a rated capacity of more than 1 ton, including those prorated under
156-24-102;

{g} truck toppers weighing more than 300 pounds;

(h) furniture, fixtures, and equipment, except that specifically included in another class, used in
commercial establishments as defined in this section;

(i) x-ray and medical and dental equipment;

{} citizens’ band radios and mobile telephones;

(k) radio and television broadcasting and transmitting equipment;

e THIRD READING
. Legislative
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{l} cable television systems;

{m) coal and ore haulers;

{n) theater projectors and socund equipment; and

(o) all other property not included in any other ctass in this part, except that property suibject 1o
a fee in lieu of a property tax.

{2) Asused in this section, "coal and ore haulers” means nonhighway vehicles that exceed 18,000
pounds per axle and that are primarily designed and used to transport coal, ore, or other earthen material
in a mining or guarrying environment.

{3) "Commercial establishment” includes any hotel; motel; office; petroleum marketing station; or
service, wholesale, retail, or food-handling business.

{4) Except as provided in subsection (b}, Glass class eight property is taxed at:

{a} 9% of its market value for tax years ending on or before December 31, 1995;

{b} 8% of its market value for tax year 1996;

{c) 7% of its market value for tax year 1997; and

(d) 6% of its market value for tax years beginning after December 31, 1997.

{6} The first $2b:000 $10,000 or less of THE NONEXEMPT market value of class eight property

is exempt from property tax AS PROVIDED IN 156-6-201(1)(X)."

Section 2. Section 15-6-201, MCA, is amended to read:

"15-6-201. Exempt categories. (1) The following categories of property are exempt from taxation:

{a} except as provided in 15-24-1203, the property of:

(i) the United States, except:

(A} if congress passes legislation that allows the state to tax property owned by the federal
government or an agency created by congress; or

(B} as provided in 15-24-1103;

(i) the state, counties, cities, towns, and school districts;

(iii} irrigation districts organized under the laws of Montana and not operating far profit;

{iv) municipal corporations;

{vl public libraries; and

(vi) rural fire districts and other entities providing fire protection under Title 7, chapter 33;
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(b) buildings, with land they occupy and furnishings in the buildings, owned by a church and used
for actual religious worship or for residences of the clergy, together with adjacent land reasonably
necessary for convenient use of the buildings;

{c) property used exclusively for agricultural and horticultural societies, for educational purposes,
and for nonprofit health care facilities, as defined in 50-5-101, licensed by the department of public health
and human services and organized under Title 35, chapter 2 or 3. A heaith care facility that is not licensed
by the department of public health and human services and organized under Title 35, chapter 2 or 3, is not
exempt.

(d) property that is:

(i) owned and held by an association or corporation organized under Title 35, chapter 2, 3, 20, or
21;

(i) devoted exclusively to use in connection with a cemetery or cemeteries for which a permanent
care and improvement fund has been established as provided for in Title 35, chapter 20, part 3; and

(i) not maintained and operated for private or corparate profit; |

{e) property owned or property that is leased from a federal, stafe, or local governmental entity by
institutions of purely public charity if the property is directly used for purely public charitable purposes;

{f} evidence of debt secured by martgages of record upon real or perscnal property in the state of
Montana;

{g) public museums, art galleries, zoos, and abservatories not used or held for private or corporate
profit;

(h} all householid goods and furniture, including but not limited to clocks, musical instruments,
sewing machines, and wearing apparel of members of the family, used by the owner for persanal and
domestic purposes or for furnishing or equipping the family residence;

{i} atruck canopy cover or topper weighing less than 300 pounds and having no accommodations
attached. This property is also exempt from taxation under 61-3-504(2) and 61-3-537.

{j) a hicycle, as defined in 61-1-123, used by the owner for personal transportation purposes;

{k) motor homes, travel trailers, and campers;

(I} ait watercraft;

{m} motor vehicles, land, tixtures, buildings, and improvements owned by a cooperative association

or nonprofit corporation organized to furnish potable water to its members or customers for uses other than
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12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

the irrigation of agricultural tand;

(n) the right of entry that is a property right reserved in land or received by mesne conveyance
{exclusive of leasehold interests), devise, or succession to enter land with a surface title that is held by
another to explore, prospect, or dig for oil, gas, coal, or minerals;

{o) property that is owned and used by a corperation or association organized and operated
exclusively for the care of persons with developmental disabilities, the mentally ill, or the vocationally
handicapped as defined in 18-5-101 and that is not operated for gain or profit and property owned and used
by an organization owning and operating facilities that are for the care of the retired, aged, or chronically
ill and that are not operated for gain or profit;

{p} all farm buildings with a market value of less than $500 and all agricultural implements and
machinery with a market value of less than $100;

{g) property owned by a nonprofit corporation that is organized to provide facilities primarily for
training and practice for or caompetition in international sports and athletic events and not held or used for
private or corporate gain or profit. For purposes of this subsection (q). "nonprofit corporation” means an
organization exempt from taxation under section 501(c) of the internal Revenue Code and incorporated and

admitted under the Montana Nonprofit Corporation Act.

(r) the first $36-000-$28-000 515,000 or less of market value of teals-awnred-by-the-taxpayerthat

provided-in165-6-138 TOOLS OWNED BY THE TAXPAYER THAT ARE CUSTOMARILY HAND-HEED AND

THAT ARE USED TO:

(l_CONSTRUCT, REPAIR, AND MAINTAIN IMPROVEMENTS TO REAL PROPERTY; OR

{ll} REPAIR AND MAINTAIN MACHINERY, EQUIPMENT, APPLIANCES, OR OTHER PERSONAL

PROPERTY;

(s} harness, saddlery, and other tack equipment;

{t} atitle plant owned by a title insurer or a title insurance producer, as those terms are defined in
33-25-105;

{u) timber as defined in 15-44-102;

{v}l all trailers and semitrailers that have a licensed gross weight of 26,000 pounds or more or that
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are registered through a proportional registration agreement under 61-3-721. For purposes of this
subsection {1){v}, the terms "trailer” and "semitrailer" mean a vehicle with or without motive power that
is:

{iy designed and used only for carrying property:

{ii) designed and used to be drawn by a motor vehicle; and

{iii} either constructed so that no part of ité weight rests upon the towing vehicle or constructed
so that some part of its weight and the weight of its load rests upon or is carried by another vehicie.

(w} all vehicles registered under 61-3-456;

(X) AFTER THE EXEMPTION OF AllL PROPERTY ALLOWED UNDER THIS SECTION, AN

ADDITIONAL $10,000 OF MARKET VALUE OF CLASS EIGHT PROPERTY UNDER 15-6-138.

{2} (a) Forthe purposes of subsection (1){e}, the term "institutions of purely public charity” includes
any organization that meets the following requirements:

(i) Theorganization qualifies as a tax-exempt organization under the provisions of section 501 (c)(3},
Internal Revenue Code, as amended.

{ii) The organization accomplishes its activities through absolute gratuity or grants. However, the
organization may solicit or raise funds by the sale of merchandise, memberships, or tickets to public
performances or entertainment or by other similar types of fundraising activities.

(b} For the purposes of subsection (1}(g), the term "public museums, art galleries, zoos, and
observatories” means governmental entities or nanprofit organizations whose principal purpose is to hoid
property for public display or for use as a museum, art gallery, zoo, or observatory. The exempt property

includes all reai and persanal property reasanably necessary for use in connection with the public display

- or observatory use. Unless the prop'erty is leased for a profit to a governmental entity or nonprofit

organization by an individual or for-profit organization, rea! and personal property owned by other persons
is exempt if it is:

(i) actually used by the gover'nmental entity or nonprofit organization as a part of its public display;

(i} held for future display; or

(iil) used to house or store a public display.

{3) The following portions of the appraised value of a capital investment in a recognized nonfossil
form of energy generation or low emission wood or biomass combustion devices, as defined in 15-32-102,

are exempt from taxation for a period of 10 years following installation of the property:
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1 (a} $20,000 in the case of a single-family residential dwelling;
2 (b} $100,000 in the case of a mUItifamiiy residential dwelling or a nonresidential structure.”
3
4 NEW SECTION. SECTION 3. CONTINGENT VOIDNESS. IN ORDER TO MAINTAIN A BALANCED
5  BUDGET, BECAUSE[THIS ACT]REDUCES REVENUE, {T MAY NOT BE TRANSMITTED TO THE GOVERNOR
6  UNLESS A CORRESPONDING IDENTIFIED REDUCTION IN SPENDING IS CONTAINED IN HOUSE BILL NO.
7 2. IFACORRESPONDING IDENTIFIED REDUCTION N SPENDING IS NOT CONTAINED IN HOUSE BILL NO.
8 2, ITHIS ACT] IS VOID.
9

10 NEW SECTION. Section 4. Effective date -- APPLICABILITY. [This act] is effective Juiy 1, 1997,

1 AND APPLIES TO TAX YEARS BEGINNING AFTER DECEMBER 31, 1997.

12 -END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HBQ471, third reading

CRIPTICN OF PROPOSED GIS Q
An act exempting from property tax the first 510,000 or less of class eight property and
providing an effective date, an applicability date, and a contingent voidness provision.

ASSUMPTIONS:

1. The proposal will be applicable to tax years beginning January 1, 1898.

2. The taxable valuation rate for personal property will be 6% in 1898 and future
years.

3. The loss in taxable value due to exempting the first $10,000 market value of
personal property would be $23.8 million in tax year 1998 and tax year 199%.

4. The loss in taxable value due to exempting the first $10,000 market value of

personal property on which the 9 mill state assumption of welfare 1s levied is $7.9
million in tax years 1998 and 1998.

5. The loss in taxable value due to exempting the first $10,000 market value of
personal property on which the 1.5 vo-tech mill is levied is $6.4 million in tax
years 1988 and 1898.

7. Thirty eight percent of perscnal property taxes are paid in FY98 and 62% in FYSS for
tax year 1898 assessments. Thirty eight percent of perscnal property taxes are paid
in FY99 for tax year 1999 assessments.

8. The estimated taxable value loss under this proposal is determined by exempting the
first 510,000 of market value per location per assessment code of class 8 property
that had a taxable valuation rate of 9% in 1995 and that did not already receive an
exemption such as that received by handheld tools. The estimates are understated by
the removal of property receiving local option abatements and handheld tools over
$15, 000 market value.

9. The decrease in market value and the corresponding decrease 1in taxable value for
class 8 property under the propcsal would increase the costs of SB417 personal
property reimbursements.

10. It will take 2,080 pregrarmming hours at $43.87 per hour to modify the current
personal property system (BEVS) toc implement this propeosal, $8,000 in computer
preocessing costs in FY98 and §6,200 in computer costs in FY$9. The total cost for
this modification will be $99,250 in FY¥98 and $€,200 in FY99.

11. Mcdifications to DOR computer systems will be necessary to calculate 8B417 personal
property reimbursement. This modification will reguire; 240 hours of programing at
$43.87 per hour (total §10,500) in and $10,000 in computer processing expenses in.
In addition, modifications at the county level will be 540,000 for computer
programming and processing, two FTE grade 7 for & months each (total $19,11¢}, and
$4,560 in equipment costs. These costs will be incurred in FY98.

FISCAL TIMPACT:
Expenditures: (General Fund) FY38 __FY%9
Difference Difference
Personnel Services S 140,866 $ 0
Operating Expenses 58, 000 6,200
Equipment Expenses 4,560 g
Total $ 183,426 $ 6,200
Revenues: ' EY98 FY99
Difference Difference
101 Mills (915, 000} (2,408,000)
9 Mill Rssumption {27,000) (71, 000)
1.5 Vo-tech (4,000) . (10,000}
Total (946,000) (2,489,000)
(continued)

DAVE LEWIS, BUDGET DIRECTOR DATE KIM GILLARN, PRIMARY SPONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HB0471, third reading
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Fiscal Note Regquest, HBQ471, third reading
Page 2
{continued)

E 'S U :
There could be losses to local governments in FY98 and FYS89 te the extent that they could
not adjust their mill levies to make up for the loss in taxable value due to the proposal.

TECHNICAL NOTES:

The bill does not provide for a precise method of administering the exemption., Not all
class 8 property is taxed at a uniform rate of taxation. Varicus class 8 properties that
receive a local option abatement under MCA, 15-24-1401 and 1402 may be taxed at several
different taxable wvaluation rates, depending on the length of time the property has been
receiving the abatement. Since different classification codes within class 8 property
have different taxable valuation rates, it is not clear te which classification code the
exemption of the first $10,000 of market value should go first. In this analysii, the
exemption wwas given first to those class codes which are taxed at the highest ¢lasg 8
taxable valuation rate.

The exemption of $10,000 of market value is not specific as tc how many times the same
taxpayer can gqualify. For purposes of the fiscal note a "business" is given a $10,000
exempticn for every county in which it is located; similarly,a taxpayer is given a $10,000
tax exemption for each business.

The proposal contains a contingent voidness provision. Therefore, it cannot take effect
unlass specific reductions are made to HB 2 of an equal and offsetting amount.



STATE OF MONTANA - FISCAL NOTE

Fiscal Note for HBO0471, third reading, revised

DESCRIPTICN OF PROPOS LEGISTATION:
An act exempting from property tax the first $10,000 or less of class eight property and
providing an effective date, an applicability date, and a contingent voidness provision.

ASSUMPTIONS:

1.
Z.

3.

10.

11.

The proposal will be applicable to tax years beginning January 1, 1998.

The taxable valuation rate for personal property will be &% in 1998 and future
years.

The loss in taxable value due to exempting the first $10,000 market value of
personal property would be $23.8 million in tax year 1998 and tax year 1599.

The loss in taxable value due to exempting the first 510,000 market value of
personal property on which the 9 mill state assumption of welfare is levied is 57.9
million in tax years 1998 and 1999.

The loss 1n taxable value due to exempting the first 510,000 market value of
personal property on which the 1.5 vo-tech mill is levied is $6.4 million in tax
years 1998 and 1999.

Thirty eight percent of personal property taxes are paid in FY38 and 62% in FYS39 for
tax year 1998 assessments. Thirty eight percent of personal property taxes are paid
in FY99 for tax year 1999 assessments.

The estimated taxable value leoss under this preoposal is determined by exempting the
first $§10,000 of market value per location per assessment code of class 8 property
that had a taxable valuation rate of 9% in 1995 and that did not already receive an
exempticn such as that received by handheld tools. The estimates are understated by
the removal of property receiving local option abatements and handheld tools over
515,000 market wvalue.

The decrease in market value and the corresponding decrease in taxable value for
class 8 property under the proposal would increase the costs of sSB417 personal
property reimbursements.

It will take 2,080 contract programming hours at 543.87 per hour to modify the
current personal property system (BEVS) to implement this proposal, $8,000 in
computer processing costs in FYS8 and $6,200 in computer ceosts in FY93. The total
cost for this modification will be $99,250 in FY98 and $6,200 in FY99.
Modifications to DOR computer systems will be necessary to calculate SB417 personal
property reimbursement. This modification will require; 240 hours of contract
programing at $43.87 per hour (total $10,500) and $10,000 in computer processing
expenses. In addition, modifications at the county level will be 540,000 for
computer programming and processing, two FTE grade 7 for 6 months each (total
519,116}, and $4,560 in equipment costs. These costs will be incurred in FY98.

FISCAL IMPACT:

Expenditures: (General Fund) FYos8 ) FYS9
Difference Difference
FTE 1.00 0.00
Personnel Services $ 120,866 3 0
Operating Expenses 58, 000 6,200
Equipment Expenses 4,560 0
Total $ 183,426 $ 6,200
Revenues: FYS8 FYSS
Difference Difference
101 Mills (915, 000) (2,408,000}
9 Mill Assumption (27,000) {71,000)
1.5 Vo-tech (4,000} {10,000}
Total (946, 000} (2,48%,000)
/ﬁ\ {continued)
DAVE LEWIS, BUDGET DI&E&TOR DATE KIM GILLAN, PRIMARY SPONSOR DATE

Office of Budget and Program Planning
Fiscal Note for HBO471, 3rd evise
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Page 2
{continued)

EFFECT ON COUNTY O ER LOC REV. CR ENDITURES:
There could be losses to local governments in FY98 and F¥99 to the extent that they could
not adjust their mill levies to make up for the loss in taxable value due to the proposal.

TECHNICAL NOTES:

The bill does not provide for a precise method of administering the exemption. Not all
class 8 property is taxed at a uniform rate of taxation. Various c¢lass 8 properties that
receive a local option abatement under MCA, 15-24-1401 and 1402 may be taxed at several
different taxable valuation rates, depending on the length of time the property has been
receiving the abatement. Since different classification codes within class 8 property
have different taxable valuation rates, it is not clear to which classification code the
exemption of the first $10,000 of market value should go first. In this analysis, the
exemption wwas given first to those class codes which are taxed at the highest class 8
taxable valuation rate.

The exemption of $10,000 of market value is not specific as to how many times the same
taxpayer can gqualify. For purposes of the fiscal note a "businesg" is given a $10,000
exemption for every county in which it is located; similarly,a taxpayer is given a $10,000
tax exemption for each business.

The proposal contains a contingent veoidness provision. Therefore, it cannot take effect
unless specific reductions are made to HB 2 of an equal and offsetting amount,
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AFPPROVED BY COM
ON TAXATION

1 HOUSE BILL NO. 471

2 INTRODUCED BY GILLAN, HURDLE, HEAVY RUNNER, SWANSON, RYAN, EWER, HARPER, PEASE

, .

4 A BILL FOR AN ACT ENTITLED: "AN ACT EXEMPTING FROM PROPERTY TAX THE FIRST $26-000

$10,000 OR LESS OF CLASS EIGHT PROPERTY; AMENDING SECTIONS 15-6-138 AND 15-6-201, MCA;
AND PROVIDING AN EFFECTIVE DATE_AN APPLICABILITY DATE, AND A CONTINGENT VOIDNESS

PROVISION."

@@ m ~ O v

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

THERE ARE NO CHANGES IN THIS BILL AND IT WILL NOT BE
REPRINTED. PLEASE REFER TO THIRD READING COPY

(BLUE) FOR COMPLETE TEXT.
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