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SENATE BILL NO. 1 00 

INTRODUCED BY BECK 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

5 A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE CLASSIFICATION OF FOREST LAND FOR 

6 PROPERTY TAX PURPOSES; CLARIFYING THE PROPERTY TAX RATE APPLIED TO FOREST LAND; 

7 REVISING THE DEFINITIONS OF "FOREST LAND" AND "FOREST PRODUCTIVITY VALUE"; AMENDING 

8 SECTIONS 15-6-1·43 AND 15-44-102, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

9 RETROACTIVE APPLICABILITY DATE." 

10 

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

12 
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Section 1. Section 15-6-143, MCA, is amended to read: 

"15-6-143. Class ten property -- description -- taxable percentage -- alternative classification. ( 1 } 

Class ten property includes all forest lands as defined in 15-44-102. 

(2) Class ten property is taxed at the poFoentage Fate "P" 0. 79% of its forest productivity value. 

(3) i;:er tauaBle yeaFS BegiAAiAg JaA1,1ary 1, 1994, aAs thereafter, the ta11aBle pereeAtage Fate "P" 

applieaBle ta elass teA pF0perty is 4 %/B, wl9eFe B is the oerti#ios sMtewise pereeAtage iAeFease te Be 

sotorffliAes B'f tho separtR'IOAt e# reYOAlcJO as pre¥isas iA SeJBsoetieA (4). The ta11aBlo pereeAtage rate "P" 

A'llcJSt Be F01cJAsas sewAwars te the Aearest 0.01 % aAs ff11ost BB oale1,1lates B'f tho sopartR'leAt Before d1cJly 

1, 1994. 

14) la) PFier te dlcJl't' 1, 1994, the sopartR'leAt shall seterR'liAe the oerti#ies statewiso peFeeAtage 

iAoraaso foF elass teA preperty 1,1siR!l the torR'l1,1la B XI¥, where: 

Ii) X is the appraises ¥al1oe, as et daA1oaF)' 1, 1994, e# all property iA tho state, e110l1oding 1,1so 

ehaAges 0001,rriR!l si,riR!l the preeesiAg yoaF, olassities loABeF elass teA as elass teA is seseriBos in this 

seetieA; aAs 

(ii) Y is the appFaises Yali,e, as e# daAeJary 1, 1993, e# all property iA the state that •,ye1,1ls Bo 

elassi#ieel 1,Aeler elass ten as elass teA is eleserieeel iA tloiis oeetien as this seotien reaels iA 199;3. 

(e) B FflloSt ee roi,neloel elewnwarel te the AeaFest 0.0001 q(,_" 
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Section 2. Section 15-44-102, MCA, is amended to read: 

2 "15-44-102. Definitions. For the purposes of this part, unless the context requires otherwise, the 

3 following definitions apply: 

4 ( 1) "Culmination of mean annual increment" means the point of optimum net wood production on 

5 an acre of forest land. 

6 (2) "Cultivated Christmas trees" means Christmas trees that are grown on land prepared by 

7 intensive cultivation and tilling, such as by plowing or turning over the soil, and on which all unwanted 

8 plant growth is controlled for the exclusive purpose of raising Christmas trees. 

9 (3) "Department" means the department of revenue. 

10 (4) "Forest" means forest land and the timber on the land. 

11 (5) "Forest land" means contiguous land of 15 acres or more in one ownership that is capable of 

12 producing timber that can be harvested in commercial quantity and is producing timber unless the trees 

13 have been removed by man through harvest, including clearcuts, or by natural disaster, including but not 

14 limited to fire. Forest land includes land: 

15 (a) that has not been converted to another use; Of and 

16 (b) that has a dedieated use that is e..,ideneed sv a stateA1ent ef intent sv the e.,.,.ner for the 

17 e•,entual har>,«est ef tiA1eer on which the annual net wood production equals or exceeds 25 cubic feet an 

18 acre at the culmination of mean annual increment. 

19 (6) "Forest productivity value" means the value of forest land for assessment purposes, which 

20 value is determined only on the basis of its ebili+y potential to produce timber, other forest products, and 

21 associated agricultural products through an income approach provided for in 15-44-103. 

22 (7) "Harvest" means an activity related to the cutting or removal of timber for use or sale as a 

23 forest product. 

24 (8) "Landowner" means an individual, corporation, association, company, firm, joint venture, 

25 syndicate, or trust. 

26 (9) "Mean annual net wood production" means the average net usable volume of wood that 1 acre 

27 of forest land will grow in 1 year under average current and actual forest conditions and under current and 

28 reasonable management practices for each forest valuation zone established under 15-44-103. 

29 (10) "Stumpage value" means the amount that timber would sell for under an arm's-length 

30 transaction made in the ordinary course of business, expressed in terms of dollars per unit of measure. 
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(11) "Timber" means all wood growth on privately owned land. mature or immature. alive or dead, 

2 standing or down. that is capable of furnishing raw material used in the manufacture of lumber or other 

3 forest products. The term does not include cultivated Christmas trees." 

4 

5 NEW SECTION. Section 3. Effective date •· retroactive applicability. [This act) is effective on 

6 passage and approval and applies retroactively, within the meaning of 1-2-109. to tax years beginning after 

7 December 31, 1996. 

8 -END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SBOlOO. as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act clarifying the classification of forest land for property tax purposes; clarifying the 
property tax rate applied to forest land; revising the definitions of "forest land" and 
"forest productivity value"; and providing an immediate effective date and a retroactive 
applicability date. 

ASSUMPTIONS: 

FISCAL IMPACT· 

This proposal has no impact on state or local government expenditures or revenues. 

DAVE LEWIS, BUD ET DATE 
Office of Budget and Program Planning 

~BECK, PRIMARY SPONSOR DATE 
t;;.~ 
Fiscal Note for SB0100. as introduced 
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SENATE BILL NO. 100 

INTRODUCED BY BECK 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

SB0100.02 

APPROVED BY COM 
ON TAXATION 

5 A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE CLASSIFICATION OF FOREST LAND FOR 

6 PROPERTY TAX PURPOSES; CLARIFYING THE PROPERTY TAX RATE APPLIED TO FOREST LAND; 

7 REVISING THE DEFINITIONS OF "FOREST LAND" AND "FOREST PRODUCTIVITY VALUE"; AMENDING 

8 SECTIONS 15-6-143 AN-QL 15-44-102, AND 15-44-103, MCA; AND PROVIDING AN IMMEDIATE 

9 EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

10 

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

12 

13 Section 1. Section 15-6-143, MCA, is amenaed to read: 

14 "15-6-143. Class ten property -- description -- taxable percentage -- alternative classification. ( 1) 

15 Class ten property includes all forest lands as defined in 15-44-102. 

16 (2) Class ten property is taxed at the r:iereeAta!Je rate "P" 0. 79% of its forest productivity value. 

17 (31 Fer tanable years be!JiAAiA!J daAlolary• 1, 1884, aAa thereafter, the tairnble 13ereeAta!je rate "P" 

18 a1313lieable to elass teA 13re13erty is 4%/B, where B is the eertifieEI statewiElo 13ereeAta!je iAerease to be 

19 aetemiiAea by the E1013artFneAt of FOYBAlole as r:ireviEleEI iA SlolbseetieA (4). The ta,rnble r:iereeAta!je rate "P" 

20 FRlolst be rolJAEleEI ElewAwara te the Aearest Q.Q1 % aAa FRlJSt be ealelollateEI b•f the ae13artA1eAt before dlolly 

21 1, 1884. 

22 (41 (al Prier te Jlolly 1, 1884, tile ee13artA1eAt sllall eeterA1iAe tile eertifiee statewide f3ereema!je 

23 iAerease fer elass teA 13re13erty lJSiA!J tile ferA1lolla B X/Y, where: 

24 (i) X is tile a1313raiseEI ,•allele, as of JaAlolaP,' 1, 1884, of all f3FOf3erty iA tile state, mEelw;liA!I lolse 

25 ehaA!JOS eeemriA!I EllolriA!I the r:ireeeaiA!I year, elassified uAEler elass teA as elass teA is Eleseribee iA tllis 

26 seetieA; aAEI 

27 (ii) Y is the af313raiseEI vallole, as of daAlolary• 1, 1883, of all 13re13erty iA tile state that welJIEI be 

28 elassified lJAEler slass teA as slass to A is EleseribeEI iA this seetioA as this soetieA reaEls iA 1983. 

29 (bl B AllJSt be reuAEleEI dewAward to the Aearest 0.0001 %." 

30 
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1 Section 2. Section 15-44-102, MCA, is amended to read: 

2 "15-44-102. Definitions. For the purposes of this part, unless the context requires otherwise, the 

3 following definitions apply: 

4 (1) "Culmination of mean annual increment" means the point of optimum net wood produciion on 

5 an acre of forest land. 

6 (2) "Cultivated Christmas trees" means Christmas trees that are grown on land prepared by 

7 intensive cultivation and tilling, such as by plowing or turning over the soil, and on which all unwanted 

8 plant growth is controlled for the exclusive purpose of raising Christmas trees. 

9 (3) "Department" means the department of revenue. 

1 0 (4) "Forest" means forest land and the timber on the land. 

11 (5) "Forest land" means contiguous land of 15 acres or more in one ownership that is capable of 

12 producing timber that can be harvested in commercial quantity and is producing timber unless the trees 

13 have been removed by man through harvest, including clearcuts, or by natural disaster, including but not 

14 limited to fire. Forest land includes land: 

15 (al that has not been converted to another use; 9f and 

16 (bl ti'lat Aas a eiedieated llse that is evidensed B'/ a statefflent ef intent sy the ewner fer the 

17 e¥entllal har¥est ef tifflller on which the annual net wood production equals or exceeds 25 cubic feet an 

18 acre at the culmination of mean annual increment. 

19 (6) "Forest productivity value" means the value of forest land for assessment purposes, which 

20 value is determined only on the basis of its aeilit>,< potential to produce timber, other forest products, and 

21 associated agricultural products through an income approach provided for in 15-44-103. 

22 (7) "Harvest" means an activity related to the cutting or removal of timber for use or sale as a 

23 forest product. 

24 (8) "Landowner" means an individual, corporation, association, company, firm, joint venture, 

25 syndicate, or trust. 

26 (9) "Mean annual net wood production" means the average net usable volume of wood that 1 acre 

27 of forest land will grow in 1 year under average current and actual forest conditions and under current and 

28 reasonable management practices for each forest valuation zone established under 15-44-103. 

29 ( 10) "Stumpage value" means the amount that timber would sell for under an arm's-length 

30 transaction made in the ordinary course of business, expressed in terms of dollars per unit of measure. 
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1 (11) "Timber" means all wood growth on privately owned land, mature or immature, alive or dead, 

2 standing or down, that is capable of furnishing raw material used in the manufacture of lumber or other 

3 forest products. The term does not include cultivated Christmas trees." 

4 

5 SECTION 3. SECTION 15-44-103, MCA, IS AMENDED TO READ: 

6 "15-44-103. Legislative intent -- value of forest lands -- valuation zones. ( 1) In order to encourage 

7 landowners of private forest lands to retain and improve their holdings of forest lands, to promote better 

8 forest practices, and to encourage the investment of capital in reforestation, forest lands must be classified 

9 and assessed under the provisions of this section. 

1 O (2) The forest productivity value of forest land must be determined by: 

11 (a) capitalizing the value of the mean annual net wood production at the culmination of mean 

12 annual increment plus other agriculture-related income, if any; less 

13 (b) annualized expenses, including but not limited to the e,;tablishment, protection, maintenance, 

14 improvement, and management of the crop over the rotation period. 

15 (3) To determine the forest productivity value of forest lands, the department shall: 

16 (a) divide the state into appropriate forest valuation zones, with each zone designated so as to 

1 7 recognize the uniqueness of marketing areas, timber types, growth rates, access, operability, and other 

18 pertinent factors of that zone; and 

19 (b) establish a uniform system of forest land classification that takes into con.sideration the 

20 productive capacity of the site to grow forest products and furnish other associated agricultural uses. 

21 (4) In computing the forest land valuation schedules for each forest valuation zone to take effect 

22 on January 1, 1994, the department shall determine the productive capacity value of all forest lands in each 

23 forest valuation zone using the formula V = I/R, where: 

24 (a) V is the per-acre forest productivity value of the forest land; 

25 (b) I is the per-acre net income of forest lands in each valuation zone and is determined by the 

26 department using the formula I = (M x SV) + Al - C, where: 

27 (i) I is the per-acre net income; 

28 (ii) M is the mean annual net wood production; 

29 (iii) SV is the stumpage value; 

30 (iv) Al is the per-acre agriculture-related income; and 
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Iv) C is the per-unit cost of the forest product and agricultural product produced, if any; and 

2 lei R is the capitalization rate determined by the department as provided in subsection (6). 

3 151 Net income must: 

4 la) be calculated for each year of a base period, which is the most recent 5-year period for which 

5 data is available; 

6 lb) be based on a rolling average of stumpage value of timber harvested within the forest va!uation 

7 zone and on the associated production cost data for the base period from sources considered appropriate 

8 by the department; and 

9 (c) include agriculture-related net income for the same time period as the period used to deterrr: . e 

10 average stumpage values. 

11 (6) The capitalization rate must be calculated for each year of the base period and is the _annual 

12 average interest rate on agricultural loans as reported by the feeleral land Wflk Northwest farm credit 

13 services, agricultural credit association of Spokane, Washington, plus the effective tax rate. 

14 (71 The effective tax rate must be calculated for each year of the base period by dividing the total 

15 estimated tax due on forest lands subject to the provisions of this section by the total forest value of those 

16 lands. 

17 (8) For the purposes of this section, if forest service sales are used in the determination of 

18 stumpage values, the department shall take into account purchaser road credits. 

19 19) In determining the forest productivity value of forest lands and in computing the forest land 

20 valuation schedules, the department shall use information and data provided by the university of 

21 Montana-Missoula." 

22 

23 NEW SECTION. Section 4. Effective date -- retroactive applicability. [This act] is effective on 

24 passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after 

25 December 31, 1996. 

26 -END-
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1 

2 

3 
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SENATE BILL NO. 100 

INTRODUCED BY BECK 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

SB0100.02 

5 A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE CLASSIFICATION OF FOREST LAND FOR 

6 PROPERTY TAX PURPOSES; CLARIFYING THE PROPERTY TAX RATE APPLIED TO FOREST LAND: 

7 REVISING THE DEFINITIONS OF "FOREST LAND" AND "FOREST PRODUCTIVITY VALUE"; AMENDING 

8 SECTIONS 15-6-143 ANQL 15-44-102, AND 15-44-103, MCA; AND PROVIDING AN IMMEDIATE 

9 EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

10 

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

12 

13 Section 1. Section 15-6-143, MCA, is am,indaj to read: 

14 • 15-6-143. Class ten property -- description -- taxable percentage -- alternative classification. ( 1 ) 

15 Class ten property includes all forest lands as defined in 15-44-102. 

16 (2) Class ten property is taxed at the j!leFeentage rate •p• 0.79% of its forest productivity value. 

17 (31 FeF ta11able yeaFs ee11inning January 1, 1 QQ4, ans theFeaftor, the ta>Eaele 130Feentage rate "P" 

18 appliealale to elass ten prepeFt',' is 4 q(,JB, wheFe B is the eeFtifiaa statewiae peFeontage inerease te 13e 

19 deteFFnined 131( the departfflent ef FeYenue as pre¥idea in sulaseetien (4). n,e ta>Eaele peFeenta11e rate "P" 

20 fflust lae Feunded de•,,..nwaFd ta the neaFest 0.01 % and fflust lae oalo1:1latea 13•,r the ae13aFtfflent eefere Jul)' 

21 1, 1QQ4. 

22 (41 (al PrieF te July 1, 1994, the aepartment shall cle1ermine the eertifiecl statewiae pereenMge 

23 ineFeese fer elaee tan prepeFt>,i ueing the fBffl'!Ula B X/Y, where: 

24 (ii X ie tl:le appFaiseEI ,1ah:1e, as et JanuaP/ 1, 1994, et all J:IFBj!leFt'f in the state, B>Eeluaing use 

25 el:len11ea eemming auFiA!I the 13reeoE1ing ·;ear, elaesifioEI unEleF elese ten ae olase ten io deeerieeEI in this 

26 soetioA; anEI 

27 !iii ¥ is tAe appraised ·,alue, as of JanuaP,• 1, 1 QQ3, et all property in tl=le etete tl=lat woulEI ee 

28 aleesitiod under elaee ten ae elaee ten ie desarieed in this seetien as tl=lis eeotien reads in 1993. 

29 (el B fflU&t be reunElee dewnwaFe te tl=le neaFe&t 0.0001 % . • 

30 
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1 Section 2. Section 15-44-102, MCA, is amended to read: 

2 "15-44-102. Definitions. For the purposes of this part, unless the context requires otherwise, the 

3 following definitions apply: 

4 ( 1) "Culmination of mean annual increment" means the point of optimum net wood production on 

5 an acre of forest land. 

6 (2) "Cultivated Christmas trees" means Christmas trees that are grown on land prepared by 

7 intensive cultivation and tilling, such as by plowing or turning over the soil, and on which all unwanted 

8 plant growth is controlled for the exclusive purpose of raising Christmas trees. 

9 (3) "Department" means the department of revenue. 

1 0 (4) "Forest" means forest land and the timber on the land. 

11 (5) "Forest land" means contiguous land of 15 acres or more in one ownership that is capable of 

12 producing timber that can be harvested in commercial quantity and is producing timber unless the trees 

13 have been removed by man through harvest, including clearcuts, or by natural disaster, including but not 

14 limited to fire. Forest land includes land: 

1 5 (a) that has not been converted to another use; 9f and 

16 (b) tt:lat RH a dedieated uae tt:let ia eYideAeed b~• a statemaAt et iAteAt 1!11• tl'le ev,•Aer for tt:le 

17 e,1eAtual l'larYest ef timl!er on which the annual net wood production equals or exceeds 25 cubic feet an 

18 acre at the culmination of mean annual increment. 

19 (6) "Forest productivity value" means the value of forest land for assessment purposes, which 

20 value is determined only on the basis of its~ potential to produce timber, other forest products, and 

21 associated agricultural products through an income approach provided for in 15-44-103. 

22 (7) "Harvest" means an activity related to the cutting or removal of timber for use or sale as a 

23 forest product. 

24 (8) "Landowner" means an individual, corporation, association, company, firm, joint venture, 

25 syndicate, or trust. 

26 (9) "Mean annual net wood production" means the average net usable volume of wood that 1 acre 

27 of forest land will grow in 1 year under average current and actual forest conditions and under current and 

28 reasonable management practices for each forest valuation zone established under 15-44-103. 

29 (10) "Stumpage value" means the amount that timber would sell for under an arm's-length 

30 transaction made in the ordinary course of business, expressed in terms of dollars per unit of measure. 

- 2 • SB 100 
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(11) "Timber" means all wood growth on privately owned land, mature or immature, alive or dead, 

2 standing or down, that is capable of furnishing raw material used in the manufacture of lumber or other 

3 forest products. The term does not include cultivated Christmas trees." 

4 

5 SECTION 3. SECTION 15-44-103, MCA, IS AMENDED TO READ: 

6 "15-44-103. Legislative intent -- value of forest lands -· valuation zones. ( 1) In order to encourage 

7 landowners of private forest lands to retain and improve their holdings of forest lands, to promote better 

8 forest practices, and to encourage the investment of capital in reforestation, forest lands must be classified 

9 and assessed under the provisions of this section. 

1 o (2) The forest productivity value of forest land must be determined by: 

11 (a) capitalizing the value of the mean annual net wood production at the culmination of mean 

12 annual increment plus other agriculture-related income, if anv; less 

13 (bl annualized expenses, including but not ,1rnited ~o the estfJblishment, protection, maintenance, 

14 improvement, and management of the crop over the rotation period. 

15 (3) To determine the forest productivity value of forest lands, the department shall: 

16 (a) divide the state into appropriate forest valuation zones, with each zone designated so as to 

17 recognize the uniqueness of marketing areas, timber types, growth rates, access, operability, and other 

18 pertinent factors of that zone; and 

19 (b) establish a uniform system of forest land classification that takes into consideration the 

20 productive capacity of the site to grow forest products and furnish other associated agricultural uses. 

21 (4) In computing the forest land valuation schedules for each forest valuation zone to take effect 

22 on January 1, 1994, the department shall determine the productive capacity value of all forest lands in each 

23 forest valuation zone using the formula V = 1/R, where: 

24 (a) V is the per-acre forest productivity value of the forest land; 

25 (bl I is the per-acre net income of forest lands in each valuation zone and is determined by the 

26 department using the formula I = (M x SV) + Al - C, where: 

2 7 (i) I is the per-acre net income; 

28 (ii) M is the mean annual net wood production; 

29 (iii) SV is the stumpage value; 

30 (iv) Al is the per-acre agriculture-related income; and 

• 3 . SB 100 
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1 (v) C is the per-unit cost of the forest product and agricultural product produced, if any; and 

2 (cl R is the capitalization rate determined by the department as provided in subsection (6). 

3 (5) Net income must: 

4 (a) be calculated for each year of a base period, which is the most recent 5-year period for which 

5 data is available; 

6 (b) be based on a rolling average of stumpage value of timber harvested within the forest valuation 

7 zone and on the associated production cost data for the base period from sources considered appropriate 

8 by the department; and 

9 (cl include agriculture-related net income for the same time period as the period used to determine 

1 O average stumpage values. 

11 (6) The capitalization rate must be calculated for each year of the base period and is the _annual 

12 average interest rate on agricultural loans as reported by the foEleral Ian~ eenk Northwest farm credit 

13 services, agricultural credit association of Spokane, Washington, plus the effective tax rate. 

14 17) The effective tax rate must be calculated for each year of the base period by dividing the total 

15 estimated tax due on forest lands subject to the provisions of this section by the total forest value of those 

16 lands. 

17 (Bl For the purposes of this section, if forest service sales are used in the determination of 

18 stumpage values, the department shall take into account purchaser road credits. 

19 19) In determining the forest productivity value of forest lands and in computing the forest land 

20 valuation schedules, the department shall use information and data provided by the university of 

21 Montana-Missoula." 

22 

23 NEW SECTION. Section 4. Effective date ·· retroactive applicability. [This act) is effective on 

24 passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after 

25 December 31, 1996. 

26 -END-
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SENATE BILL NO. 100 

INTRODUCED BY BECK 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

SB0100.02 

APPROVED BY COM 
ON TAXATION 

5 A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE CLASSIFICATION OF FOREST LAND FOR 

6 PROPERTY TAX PURPOSES; CLARIFYING THE PROPERTY TAX RATE APPLIED TO FOREST LAND; 

7 REVISING THE DEFINITIONS OF "FOREST LAND" AND "FOREST PRODUCTIVITY VALUE"; AMENDING 

8 SECTIONS 15-6-143 ANO~ 15-44-102, AND 15-44-103, MCA; AND PROVIDING AN IMMEDIATE 

9 EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

10 

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

12 

13 Section 1. Section 15-6-143, MCA, is amended to read: 

14 "15-6-143. Cius ten property -- description -- taxable percentage -- alternative classification. (1) 

1 5 Class ten property includes all forest lands as defined in 1 5-44-102. 

16 (2) Class ten property is taxed et tRe fil&FeeAtage Fafe •p• 0.79% of its forest productivity value. 

17 (3) ~or taMaBle yeaF& BogiAniAg clai'luar; 1, 1994, aAel 1:heFeekar, tRe taHaBle peFeeR1age rate "P" 

18 a1111lieable te elaH teA filFBfilBRV ie 4 IUs/lil, wReFe Iii ie tile eeFtitiee statewiee 11ereeAtage iAeFease te be 

19 BeterRCiiAeEt e,,. tRe 8ef3artffleAt ef FeveRue ao 19re1, 1iEteEf iR eubeeetioR (4). TRe ta~caBle J)ereeAtege rate "P" 

20 ff'IU&t Be reuAEleB Selt\'A'NBFS te tf::le Aearest Q.01 % aRel "1U&t Bo eale1::1lateel by tl=lo depaFtmeAt Batara J1::11~, 

21 1, 1994, 

22 ( 4) (a) Prior to Jul'f• 1, 1994, the etepartFAent a Rell eloterFAine tl=le eerti:fieEi state a iBe pereeRtage 

23 iROFODOO fer elaae teA f:IF8f:18Ffy UBiAg tl=la terFAula B - XN, •,vRe,e: 

24 Ii! X ie tR& a1111,eiaee value, ee et JaAu&F'y· 1, 1904, ef all filF&fil&Ft'y' iR tRe state, e11elueiAg use 

25 el=laRgoe eoeurriAg EluriRfl IRa ~FeeediRg 'f&ar, elaeaitieEI t:AAdar elase IBR ae elaae teR is deeeFibe8 in tRis 

26 seetion; aAd 

27 Hi) Y is tRe appraieee value, ae et claRltllaf',« 1, 1983, et all propeR;• iR tRe state that woulEI Be 

28 elaeeified under elaae toA ae elaee toR ie daeeribed in tRio eeotieA as this eeelieA reads iA 1906. 

29 (bl B R'luet be ,euReae ee ,~A 1h 1aFe te tile Aea,est 0.0001 iu.. • 

30 
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Section 2. Section 15-44-102, MCA, is amended to read: 

2 "15-44-102. Definitions. For the purposes of this part, unless the context requires otherwise, the 

3 following definitions apply: 

4 (1) "Culmination of mean annual increment" means the point of optimum net wood production on 

5 an acre of forest land. 

6 (2) "Cultivated Christmas trees" means Christmas trees that are grown on land prepared by 

7 intensive cultivation and tilling, such as by plowing or turning over the soil, and on which all unwanted 

B plant growth is controlled for the exclusive purpose of raising Christmas trees. 

9 (3) "Department" means the department of revenue. 

1 0 (4) "Forest" means forest land and the timber on the land. 

11 151 "Forest land" means contiguous land of 15 acres or more in one ownership that is capable of 

1 2 producing timber that can be harvested in commercial quantity and is producing timber unless the trees 

13 have been removed by man through harvest, including clearcuts, or by natural disaster, including but not 

14 limited to fire. Forest land includes land: 

15 (a) that has not been converted to another use; 91' and 

16 (b) that ~ea a del:tieato& 1:1aa tAat ia e1w1i8eno0Et 13•; a etatemoAt ef iAteRt 8.,- tRo e•Mner for tl=le 

17 e¥entual Rar¥e&t ef tirneer on which the annual net wood production equals or exceeds 25 cubic feet an 

1 B acre at the culmination of mean annual increment. 

19 (6) "Forest productivity value" means the value of forest land for assessment purposes, which 

20 value is determined only on the basis of its~ potential to produce timber, other forest products, and 

21 associated agricultural products through an income approach provided for in 15-44-103. 

22 (71 "Harvest" means an activity related to the cutting or removal of timber for use or sale as a 

23 forest product. 

24 (B) "Landowner" means an individual, corporation, association, company, firm, joint venture, 

25 syndicate, or trust. 

26 (9) "Mean annual net wood production" means the average net usable volume of wood l!J.al 1 acre 

27 of forest land will grow in 1 year under average current and actual forest conditions and under current and 

2B reasonable management practices for each forest valuation zone established under 15-44-103. 

29 ( 10) "Stumpage value" means the amount that timber would sell for under an arm's-length 

30 transaction made in the ordinary course of business, expressed in terms of dollars per unit of measure. 

- 2 - SB 100 



5 5th Legislature S80100.02 

(11 l "Timber" means all wood growth on privately owned land, mature or immature, alive or dead, 

2 standing or down, that is capable of furnishing raw material used in the manufacture of lumber or other 

3 forest products. The term does not include cultivated Christmas trees," 

4 

5 SECTION 3. SECTION 15-44-103, MCA, IS AMENDED TO READ: 

6 "15-44-103. Legislative intent -· value of forest lands •· valuation zones. ( 1) In order to encourage 

7 landowners of private forest lands to retain and improve their holdings of forest lands, to promote better 

8 forest practices, and to encourage the investment of capital in reforestation, forest lands must be classified 

9 and assessed under the provisions of this section. 

1 O (21 The forest productivity value of forest land must be determined by: 

11 (al capitalizing the value of the mean annual net wood production at the culmination of mean 

12 annual increment plus other agriculture-related income, if any; less 

13 (bl annualized expenses, including but not limited to the establishment, protection, maintenance, 

14 improvement, and management of the crop over the rotation period. 

15 (31 To determine the forest productivity value of forest lands, the department shall: 

16 (al divide the state into appropriate forest valuation zones, with each zone designated so as to 

17 recognize the uniqueness of marketing areas, timber types, growth rates, access, operability, and other 

18 pertinent factors of that zone; and 

19 (bl establish a uniform system of forest land classification that takes into consideration the 

20 productive capacity of the site to grow forest products and furnish other associated agricultural uses. 

21 (41 In computing tha forest land valuation schedules for each forest valuation zone to take effect 

22 on January 1, 1994, the department shall determine the productive capacity value of all forest lands in each 

23 forest valuation zone using the formula V = 1/R, where: 

24 (al V is the per-acre forest productivity value of the forest land; 

25 (bl I is the per-acre net income of forest lands in each valuation zone and is determined by the 

26 department using the formula I = (M x SV) + Al · C, where: 

27 (i) I is the per-acre net income; 

28 (ii) M is the mean annual net wood production; 

29 (iii) SV is the stumpage value; 

30 (iv) Al is the per-acre agriculture-related income; and 
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1 (vi C is the per-unit cost of the forest product and egricultural product produced, if any; and 

2 (cl R is the capitalization rate determined by the department as provided in subsection (61. 

3 (5l Net income must: 

4 (al be calculated for each year of a base period, which is the most recent 5-year period for which 

5 data is available; 

6 (bl be based on a rolling average of stumpage value of timber harvested within the forest valuation 

7 zone and on the associated production cost data for the base period from sources considered appropriate 

8 by the department; and 

9 (c) include agriculture-related net income for the same time period as the period used to determine 

10 average stumpage values. 

11 (6l The capitalization rate must be calculated for each year of the base period and is the _annual 

12 average interest rate on agricultural loans as reported by the fedeFal laRd aeRk Northwest farm credit 

13 services. agricultural credit association of Spokane, Washington, plus the effective tax rate. 

14 (7l The effective tax rate must be calculated for each year of the base period by dividing the total 

15 estimated tax due on forest lands subject to the provisions of this section by the total forest value of those 

16 lands. 

17 (8) For the purposes of this section, if forest service sales are used in the determination of 

18 stumpage values, the department shall take into account purchaser road credits. 

19 (9) In determining the forest productivity value of forest lands and in computing the forest land 

20 valuation schedules, the department shall use information and data provided by the university of 

21 Montana-Missoula.• 

22 

23 NEW SECTION. Section 4. Effective date -- retroactive applicability. [This act) is effective on 

24 passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after 

25 December 31, 1996. 

26 -END-
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SENATE BILL NO. 100 

INTRODUCED BY BECK 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

SB0100.02 

5 A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE CLASSIFICATION OF FOREST LAND FOR 

6 PROPERTY TAX PURPOSES; CLARIFYING THE PROPERTY TAX RATE APPLIED TO FOREST LAND; 

7 REVISING THE DEFINITIONS OF "FOREST LAND" AND "FOREST PRODUCTIVITY VALUE"; AMENDING 

8 SECTIONS 15-6-143 A-M;}L 15-44-102, AND 15-44-103, MCA; AND PROVIDING AN IMMEDIATE 

9 EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE." 

10 

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

12 

13 Section 1. Section 15-6-143, MCA, is amended to read: 

14 "15-6-143. Class ten property -- description -- taxable percentage -- alternative classification. ( 11 

1 5 Class ten property includes all forest lands as defined in 15-44-102. 

16 (2) Class ten property is taxed at tl:ie perseRta9e rate "P" 0. 79% of its forest productivity value. 

17 (3) i;;er ta11aele years eeginnin9 January 1, 1 QQ4, aml tl:iereafter, tl:ie taxaele p0rsenta9e rate "P" 

18 applisaele ta slass ten property is 4 %18, \¥1:lere 8 is tl:ie sertifiee state,,.<iee persenta90 increase ta es 

19 determiRed B'f tl:ie departmeRt ef re\10Rue as preYidsd in suesestien (4) Tl:ie taxaele peroenta90 rats "P" 

20 mlclst eo reuReee downward ta ti:ie nearest Q.Ql % and must ee saloulatod ey the Elspartmsnt es/ere Jllly 

21 1, 1994. 

22 (41 (al Prier ta July 1, 1 QQ4, tl:ie department sl:iall eetermine tl:ie ssrtifiee statewide persoRtage 

23 iRoroase fer class teR property usiR9 the formula 8 XI¥, wl:iors: 

24 (ii X is tl:io appraised •~alue, as ef JaRUBP,' 1, 1 QQ4, ef all property iR tl:is stats, exoludiRg llse 

25 si:iaRges essurriRg duriR9 ti:io prosoein9 •,·oar, olassified uRder class ton as slass tBR is dsssriees in tl:iis 

26 ceet:ien; aAei 

27 (ii) Y is tl:ie appraises ¥alue, as ef January 1, 1 QQJ, ef all property iR tl:ie state ti:iat weuld be 

28 slassifiee lclneer slass teR as slass tsR is esssrieee iR tl:iis sestien as tl:iis sootioR reads iR 1 QQ3. 

29 (e) 8 must ee rounded dewnwars te tl:ie nearest g,ggg1 %. • 

30 
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1 Section 2. Section 15-44-102, MCA, is amended to read: 

2 "15-44-102. Definitions. For the purposes of this part, unless the context requires otherwise, the 

3 following definitions apply: 

4 ( 1) "Culmination of mean annual increment" means the point of optimum net wood production on 

5 an acre of forest land. 

6 (2) "Cultivated Christmas trees" means Christmas trees that are grown on land prepared by 

7 intensive cultivation and tilling, such as by plowing or turning over the soil, and on which all unwanted 

8 plant growth is controlled for the exclusive purpose of raising Christmas trees. 

9 (3) "Department" means the department of revenue. 

1 0 (4) "Forest" means forest land and the timber on the land. 

11 (5) "Forest land" means contiguous land of 15 acres or more in one ownership that is capable of 

1 2 producing timber that can be harvested in commercial quantity and is producing timber unless the trees 

13 have been removed by man through harvest, including clearcuts, or by natural disaster, including but not 

14 limited to fire. Forest land includes land: 

1 5 (a) that has not been converted to another use; ei: and 

16 (bl that has a dadisatad use tl=lat is 01,id0Ao0d B'f a stat0m0At ef intent ey the awAer fer the 

1 7 e11ontual hawest of timber on which the annual net wood production equals or exceeds 25 cubic feet an 

18 acre at the culmination of mean annual increment. 

19 (6) "Forest productivity value" means the value of forest land for assessment purposes, which 

20 value is determined only on the basis of its aeilit>f potential to produce timber, other forest products, and 

21 associated agricultural products through an income approach provided for in 15-44-103. 

22 (7) "Harvest" means an activity related to the cutting or removal of timber for use or sale as a 

23 forest product. 

24 (8) "Landowner" means an individual, corporation, association, company, firm, joint venture, 

25 syndicate, or trust. 

26 (9) "Mean annual net wood production" means the average net usable volume of wood that 1 acre 

27 of forest land will grow in 1 year under average current and actual forest conditions and under current and 

28 reasonable management practices for each forest valuation zone established under 15-44-103. 

29 ( 10) "Stumpage value" means the amount that timber would sell for under an arm's-length 

30 transaction made in the ordinary course of business, expressed in terms of dollars per unit of measure. 
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( 11) "Timber" means all wood growth on privately owned land, mature or immature, alive or dead, 

2 standing or down, that is capable of furnishing raw material used in the manufacture of lumber or other 

3 forest products. The term does not include cultivated Christmas trees." 

4 

5 SECTION 3. SECTION 15-44-103, MCA, IS AMENDED TO READ: 

6 "15-44-103. Legislative intent-· value of forest lands-· valuation zones. ( 1) In order to encourage 

7 landowners of private forest lands to retain and improve their holdings of forest lands, to promote better 

8 forest practices, and to encourage the investment of capital in reforestation, forest lands must be classified 

9 and assessed under the provisions of this section. 

1 O (2) The forest productivity value of forest land must be determined by: 

11 (a) capitalizing the value of the mean annual net wood production at the culmination of mean 

12 annual increment plus other agriculture-related income, if any; less 

13 (b) annualized expenses, including but not limited to the establishment, protection, maintenance, 

14 improvement, and management of the crop over the rotation period. 

15 (3) To determine the forest productivity value of forest lands, the department shall: 

16 (a) divide the state into appropriate forest valuation zones, with each zone designated so as to 

17 recognize the uniqueness of marketing areas, timber types, growth rates, access, operability, and other 

18 pertinent factors of that zone; and 

19 (b) establish a uniform system of forest land classification that takes into consideration the 

20 productive capacitY of the site to grow forest products and furnish other associated agricultural uses. 

21 (4) In computing the forest land valuation schedules for each forest valuation zone to take effect 

22 on January 1, 1994, the department shall determine the productive capacity value of all forest lands in each 

23 forest valuation zone using the formula V = I/R, where: 

24 (a) V is the per-acre forest productivity value of the forest land; 

25 (bl I is the per-acre net income of forest lands in each valuation zone and is determined by the 

26 department using the formula I = (M x SV) + Al - C, where: 

27 (i) I is the per-acre net income; 

28 (ii) M is the mean annual net wood production; 

29 (iii) SV is the stumpage value; 

30 (iv) Al is the per-acre agriculture-related income; and 
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1 (v) C is the per-unit cost of the forest product and agricultural product produced, if any; and 

2 (c) R is the capitalization rate determined by the department as provided in subsection (6). 

3 (5) Net income must: 

4 (a) be calculated for each year of a base period, which is the most recent 5-year period for which 

5 data is available; 

6 lb) be based on a rolling average of stumpage value of timber harvested within the forest valuation 

7 zone and on the associated production cost data for the base period from sources considered appropriate 

8 by the department; and 

9 le) include agriculture-related net income for the same time period as the period used to determine 

10 average stumpage values. 

11 (6) The capitalization rate must be calculated for each year of the base period and is the annual 

12 average interest rate on agricultural loans as reported by the feeleral laAEI saAk Northwest farm credit 

13 services, agricultural credit association of Spokane, Washington, plus the effective tax rate. 

14 (7) The effective tax rate must be calculated for each year of the base period by dividing the total 

1 5 estimated tax due on forest lands subject to the provisions of this section by the total forest value of those 

16 lands. 

17 18) For the purposes of this section, if forest service sales are used in the determination of 

18 stumpage values, the department shall take into account purchaser road credits. 

1 9 (9) In determining the forest productivity value of forest lands and in computing the forest land 

20 valuation schedules, the department shall use information and data provided by the university of 

21 Montana-Missoula." 

22 

23 NEW SECTION. Section 4. Effective date -- retroactive applicability. [This act) is effective on 

24 passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after 

25 December 31, 1996. 

26 -END-
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