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RE Wﬁwé;ﬁ%é f/HE NEXT REAPPRAISAL CYCLE UNTIL THE YEAR 2000; REQUIRING /;%\
THE DEPARTMéNT OF REVENUE TO USE THE VALUES ESTABLISHED IN 1996 FOR ALL CLASSES OF q?k,d(f::.
ROPERTY SUBJECT TO PROPERTY TAXATION FOR TAX YEARS 1997 THROUGH 1999; REQUIRING THE %

DEPARTMENT OF REVENUE TO VALUE NEW PROPERTY OR RECLASSIFIED PROPERTY IN A MANNE

ﬁ\q[# CONSISTENT WITH THE WAY PROPERTY WAS VALUED WITHIN THE SAME CLASS IN 1996; AMENDING |
i oy -
10 séc"ﬁgrq's 57703, 15.7-111, AND 15-7-221, MCA, AND SECTIONS 5 AND 6, CHAPTER 563, LAW%/
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A statement of intentisr or this bill because 15- 7 111 gives rulemakifig authonty

16 AN e amém of revenue fordetermm;g’: e valuation of newzjﬂfssmed propergymthe same manner

17 as%mg valued—vcﬁfﬁﬁc e e class in 1996, j’" ) }\
18 The legislature contemplates that the rules adopted by the dep d address, at a f
19 minimum, the following: 'ﬂ&v\% " < { %Sﬁw ‘I\f
20 {1} the base year to be used for détermmmg the assessed value of new or rec|assnf|ed property :\\\;\
21 consistent with the base year of existing property in the same class; ij "\\
22 (2) the method for determining the assessed value of new or reclassified property when a base year \
23 is not relevant to the determination of value of property in the same ciass; and

24 (3) other criteria to ensure that the assessed value of new and reclassified property is determined %

25 in the same manner as other property in the same class.
26
27 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

28
29 Section 1, Section 15-7-103, MCA, is amended to read:

30 "15-7-103. Classification and appraisal -- general and uniform methods. (1) It is the duty of the
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department of revenue to implement the provisions of 15-7-101 through 15-7-103 by providing for a
general and uniform method of:

(a) fera-gereraland-undormmethed-of classifying Iandé in the state for the purpose of securing
an equitable and uniform basis of assessment of said lands for taxation purposes;

(b} for-a-generaland-uniorm—method-ef appraising city and town iots;

(¢} tora-general-arduniformmethed-of appraising rural and urban improvements;

{d) fer-a-generaband-uniferm-methed-of appraising twberands forest lands.

(2) Addards The department shall be-elassified classify all lands according to their use or uses and

graded shall grade land within each class according to soil and productive capacity. In sueh-slassification

work ciassifying lands, the department 466 shall be-mrade—ef use soil surveys and maps and all other
pertinent available information. ‘

(3} All lands must be ctéssiﬁed by parcels or subdivisions not exceeding 1 section each, by the
sections, fractional sections, or lots of all tracts of land that have been sectionized by the United States
government, or by metes and bounds, whichever yields a true description of the land.

{4} All agricultural Iands.must be classified and appraised as agricultural lands without regard to
the best and highest value use of adjacent or neighboring lands.

{5) {a}l in any periodic revaluation of taxable property completed under the provisions of 15-7-111
after-January-1-1988, all property classified in 15-6-134 must be appraised on its market value in the same
year.

(b) For tax years beginning January 1, 1997, and ending December 31, 1999, the department shall

use the assessed values established in 1996. Fhe For all other vears, the department shall publish a rule

specifying the year used in the appraisal.

{6) All sewage disposal systems and domestic use water supply systems of all dwellings may not
be appraised, assessed, and taxed separately from the land, house, or other improvements in which they
are located. {—ro—ovent-may—the The sewage disposal or domestic water supply systems may not be

included twice by including thern in the valuation and assessing them separately.”

Section 2. Section 15-7-11 1, MCA, is amended to read;

"15-7-111. Periodic revaluation of taxable property -- exception -- rules. (1) (a) Fhe Except as
provided in subsection (1)1{b), the department of revenue shall administer and supervise a program for the
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revaluation of all taxable property subject to taxation under Title 15, chapter 6, part 1, within the state.

The department shall complete this revaluation program by December 31, 4888 1999. A comprehensive
written reappraisal plan must be promulgated by the department. The reappraisal plan adopted must provide
that all property in each county be revalued by December 31, 4888 1999. The department shall furnish a
copy of the plan and all amendments to the plan to the board of county commissioners of each county.

{b) For tax years beginning January 1, 1997, and ending December 31, 1999, the department

(i} use the assessed values established in tax vear 1996 for all classes of property subject to

taxation under Title 15, chapter 6, part 1; and

(i} _value new property or reclassified property in a manner consistent with the method of valuing

property within the same class in tax year 1996. The department shall adopt rules for determining the

assessed valuation of new property or reclassified property within the same class.

(2) Beginning January 1, 388+ 2000, the department of revenue shall administer and supervise
a program for the revaluation of all taxable property within the state at least every 3 vyears. A
comprehensive written reappraisal plan must be promulgated by the department. The reappraisal plan
adopted must provide that all property in each county be revalued at least every 3 years. The department
shall furnish a copy of the plan and all amendments ta the plan to the board of county commissioners of

each county.”

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

"156-7-221. (Temporary) Phasein of the taxable value of agricuitural land. The increase or decrease
in taxabie value of agricultural land resulting from the change in the method of determining productive
capacity value under 15-7-201,_ as that section read on December 31, 1996, must be phased in begirring
dardary—1—1886, as follows:

{2} For the year beginning January 1, 1996, and ending December 31, 1996, the taxable value of
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agricultural land in each land use and production category must increase or decrease fram the December
31, 1994, value by two-thirds af the difference between the product of the preductive capacity value of

agricultural tand for 1995 determined under 15-7-201,_as that section read on December 31, 1996, times

the class three tax rate and the taxable value of agricultural land asl of December 31, 1994.

3+{2) (a) Beginning January 1, 1997, and ending December 31, 1999, the taxable value of

agricultural land in each land use and production category is equal to 38894+ the productive capacity
value of agricultural land determined under 36—7201times-the-elass-throe-tax+ate subsection (1],

{b} Beginning January 1, 2000, the taxable value of agricultural land in each land use and

proguction category is equal to 1009% of the productive capacity value of agricultural land determined under

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

{43(3) This section does not apply to land described in 15-6-133(1}(c). {Repealed effective January
1, 1968 2001--secs. 4, 5, Ch. 563, L. 1995)"

Section 4. Section 5, Chapter 563, Laws of 1995, is amended to read:

"Section 5. Effective dates. (1) [Sections 1, 3, 6, and this section] are effective on passage and
approval.

{2) [Section 2] is effective January 1, 3887 2000.

(3) [Section 4] is effective January 1, 3888 2001."

Section 5. Section 6, Chapter 563, Laws of 1995, is amended to read:

"Section 6. Applicability. (1) [Sections 1 and 3] apply retroactively, within the meaning of 1-2-109,

to tax years beginning after December 31, 1994,

{2) [Section 2] applies to tax years beginning after December 31, 1886 1999."

NEW SECTION. Section 6. Effective date -- retroactive applicability. {This act] is effective on

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

December 31, 1996.

-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for SB0195, as introduced

DESCRI CN OF PROP D LEGISLATION:

An act delaying the effect of the current property reappraisal cycle; delaying the next
reappraisal cycle until the year 2000; requiring the department of revenue toc use the
values established in 1996 for all classes of property subject to property taxation for
tax years 1997 through 1993; requiring the department of revenue to value new property or
reclassified property in a manner consistent with the way property was valued within the
same class in 1996; and providing an immediate effective date and a retroactive
applicability date.

ASSUMPTIONS:
Impact to Taxable Value:

1. Under the proposal, the taxable value of class 3 property is estimated to
be $10,100,000 less in FY98 and in FY99. (MDOR)

2. Under the proposal, the taxable value of class 4 property (residential and
commercial real property) is estimated to be $358,700,000 less in FY98 and
$372,900,000 Jless in FYSS. (MDOR)

3. Under the proposal, pollution control equipment in class 5 would no longer receive
the benefit of depreciation. It is estimated that this would result in the taxable
value of pollution control equipment being $1,000,000 more in ¥FY98 and 52,000,000
more in FY9S. (MDOR)

4, Under the proposal, the taxable value of class 6 property (livestock) would be
$2,900,000 more in FY%8. For FY99 it is 2ssumed that livestock prices will rebound
to FY97 levels resulting in no change in the taxable value of livestocck. (MDOR)

5. Under the proposal class B8 property (business equipment) would nc longer receive the
benefit of depreciation. It is estimated that this would result in the taxable
value of class 8 property being $12,700,000 more in FY38 and $23,000,000 more in
FY98. <Class B business equipment taxes will continue to decrease as a result of the
taxable value rate reductions implemented in SB417, 19395 Legislative Session. (MDOR})

tag land})

6 Under the proposal, the taxable value of class 10 property (forest land) is
estimated to be $9,200,000 less in FY98 and in FY99. (MDOR)
7. The impact to class 1,2,7, 9, and 12 property (proceeds, utilities and

transportation property) cannot be estimated at this time. Depending on various
factors, the proposal could result in an increase or a decrease in the valuation of
taxpayers in these classes of property.

Summary Table - Change in Total Statewide Taxable Value

FYS8g EY¥Y99
Class 1 Proceeds —_——— -_——
Class 2 Proceeds ——— —_————
Class 3 Ag Land $ (10,100,000) $ (10,100,000}
Class 4 Resid.and Comm. Real (358,700,000} (372,900,000)
Class 5 Pollution Control 1, 000,000 2,000,000
Class © Livestock 2,900,000 0
Class 7 Indep. Telephone -——— -————
Class 8 Business Equipment 12,700,000 23,000,000
Class 9 Utilities ———— ———
Class 10 Forest Land (9,200,000 (9,200,000)
Class 12 Railroads and Bir Lines ——— -

$(361,400,000;} 5(367,200,000

ﬂ a 153087
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Fiscal Note for SE(019 as _introduced
SB /95

Tctal Change
(Fiscal Impact - page 2)

@a«/%ﬁ/ [-23-97

DAVE LEWIZ, BUDGET DIRECTOR DATE
Office of Budget and Program Planning

JOEN HARP,



Fiscal Note Request, 8SB0195, as jintroduced

Page 2

{continued)

Delay in Property Taxes Paid:

8.

Under the proposal, the FY97 property tax payments paid by class 8 personal
property not liened to real property (38% of the total statewide class 8
property) and by personal property mobile homes would be delayed until FY98.
The taxes paid by this property is estimated to be 59,500,000 to the statewide
95 mill levy, $600,000 to the university 6 mill levy, $330,000 to the state
assumption of welfare 9 mill levy, $50,000 to the Vo-Tech 1.5 mill levy, and
$26,100,000 to loccal governments and schools. (MDOR)

Emergency rules will be implemented, but the certified taxable values for tax
year 1997 (15-10-202,MCA) will be delayed until late August 1937, causing a
delay in the county budget process.

Interaction with SB417 Reimbursements:

10.

11.

Under current law, reimbursements to local governments from the general fund for
the reduction of the tax rate for personal property regquired under SBR417 (passed
by the 1995 legislature) are estimated to total $10,400,000 in FY98 and
512,200,000 in FY%9. Given an increase in the assessed valuation o¢of class 8
property {assumption 5), 1t is estimated that the reimbursement totals would be
reduced by 14% in FYS%B and 20% in FY%%. (MDOR)

Under current law, a total reimbursement cof $3,500,000, based on tax year 1987
class 8 valuations, will be made in June 19%7. Under the proposal, this
reimbursement to local governments would be delayed until FY98 and would be
reduced by 14%. (MDOR)

Other Assumptions:

1z,

13.

14.

It is assumed that the administrative cost of implementing the proposal will
offset savings.

The result of decreasing the total statewide taxable value is estimated to be an
increase in the general fund requirement for Guaranteed Tax Base(GTB) payments
of §10,600,000 in FY98 and of $3,400,000 in FY99. (OBPP}

The proposal will impact the taxable rate applied to class 12 property

(raiiroads and airlines). The degree of the impact cannot be estimated at this
time.

FIsCcAL IMPACT:

General Fund Impact:

The proposal has no impact on department expenditures.

FYS8?7 FYos FYS9
Difference Pifference Difference

Increased GTB Payment 5 (10,600,000 $ (3,400,000)
Non-Liened Taxes Delayed

95 Mill (9,500,000) $,500,000

1.5 Vo-Tech Mill (50,000} 50,000

SB417 Reimbursement 3,500,000 (3,000,000}
Reducticn in SB417 Reimbursement 1,500,000 2,400,000
Change in Tax Base

95 Mill (34,300,000) (34,900,000}

1.5 Vo-Tech Mill (200,000) (200,000)
General Fund Impact $(6,050,000) $(37,050,000) $(36,100,000)

(Cther Fund Impacts - page 3)
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(continued)

Other Fund Impacts

Non-Liened Taxes Delayed

& Mill University (600,000} 600, 000
9 Mill State Assumption (330,000} 330,000
Change in Tax Base
& Mill University (2,200,000) (2,200C,000)
9 Mill State Assumption ‘ (1,9200,000) (2,000,000)
Other Fund Impact Total {930,000) (3,170,000) (4,200,000)

FISCAL PACT TO TAXPAYERS:

The proposal results in a shift of tax burden bketween classes ¢f property. By negating
the increase in taxable value of class four property, property taxes are shifted onto
other classes of property. The degree of this shift is proportionally related to the
expected increase in value of residential and commercial property under reappraisal.
Generally, the shift would be greatest in areas where residential and commercial real
property has appreciated the most. Conversely, the shift will be much smaller in areas
where residential and commercjal real property has appreciated little.

EFFECT ON CQUNTY OR OTHER LOCAT REVENUES OR_EXPENDITURES:

The proposal impacts the FY97 revenues of local governments and local schools by delaying
an estimated $26,100,000 in property taxes from FYS37 to FY 98 {(assumption 8). A SB417
reimbursement of $3,500,000 in FY97 is reduced to $3,000,000 and delayed to FY98
{assumption 11}.

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

The proposal reduces property tax revenues through fiscal year 2000. The impact is due to
a reduced statewide taxable value under the proposal.
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. A statement of intent is r or this bill because 15-7-1 es rulemakifig authority

S:mgnt of revenue fordetermln;z; e valuation of new agd rec&assmed properEy,m-the same manner

17 as pr?pgy wa; valued—vﬂﬁw@{fﬁe /MM % ™~
18 The legislature contemplates that the rules adopted by the de ga;wld address, at a
19 minimum, the following: ﬁﬂ/\/\l—’é ’ %/ N

20 {1} the base year to be used for dletermmmg the assessed value of new or reclass:f:ed property \\\
21 consistent with the base year of existing property in the same class; Owﬂ“g R

e class in 1996.

N S
22 (2) the method for determining the assessed value of new ar reclassified property when a base year \
23 is not relevant to the determination of value of property in the same ciass; and

24 {3} other criteria to ensure that the assessed value of new and reclassified property is determined éﬁ
25 in the same manner as other property in the same class,

26
27  BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

28
29 Section 1. Section 15-7-103, MCA, is amended to read:

30 "15-7-103. Classification and appraisal -- general and uniform methods. (1) It is the duty of the
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department of revenue to implement the provisions of 15-7-101 through 15-7-103 by providing for a
general and uniform method of:

(a) fera-generaland-uniform-methed-ef classifying {ands in the state for the purpose of securing
an equitable and uniform basis of assessment of said lands for taxation purposes;

ib) fera-generaband-unierm-rmethed-ef appraising city and town lots;

(c) fera-gereraland-uhiermrethed-ef appraising rural and urban improvements;

(d) fere-gerers-and-unierm-frethod-of appraising #mberanrds forest lands.

(2) Adands The department shall be-elassified classify all lands according to their use or uses and

graded shall grade land within each class according te soil and productive capacity. In sueh-elassihoation

work classifying lands, the department use shall be-made-ef use soil surveys and maps and ali other
pertinent availabie information.

(3) All lands must be classified by parcels or subdivisions not exceeding 1 section each, by the
sections, fractional sections, or lots of all tracts of land that have been sectionized by the United States
government, or by metes and bounds, whichever yields a true description of the land.

{4) All agricultural lands must be ciassified and appraised as agricultural lands without regard to
the best and highest value use of adjacent or neighboring lands.

{b) {a) In any periodic revaluation of taxable property compieted under the provisions of 15-7-111
afterdanuary—+—18886, all property classified in 15-6-134 must be appraised on its market value in the same

year.

(b} For tax years beginning January 1, 1997, and ending Decembar 31, 1299, the department shall

use the assessed values established in 1996. Fhe For all other years, the department shall publish a rule
specifying the year used in the appraisal.

(6) All sewage disposal systems and domestic use water supply systems of all dwellings may nat
be appraised, assessed, and taxed separately from the land, house, or other improvements in which they
are located. #—ne-event-may-the The sewage disposal or domestic water supply systems may not be

included twice by including them in the valuation and assessing them separately."

Section 2. Section 15-7-111, MCA, is amended to read:

"158-7-111. Periodic revaluation of taxable property -- exception -- rules. (1) {a) Fhe Except as

provided in subsection {1){b}, the department of revenue shall administer and supervise a program for the
 Legislative
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revaluation of all taxable property subject to taxation under Title 15, chapter 6, part 1, within the state.

The department shall complete this revaluation program by December 31, 3886 1999. A comprehensive
written reappraisal plan must be promulgated by the department. The reappraisal plan adopted must provide
that ali property in each county be revalued by December 31, 38868 1339. The department shall furnish a
copy of the plan and all amendments to the plan to the board of county commissioners of each county.

{b) For tax years beginning January 1, 1997, and ending December 31, 1993, the departrment

(i} use the assessed values established in tax year 1996 for all classes of properiy subject to

taxation under Title 15, chapter 6, part 1; and

(i} value new property or reclassified property in a manner consistent with the method of valuing

property within_the same class in_tax vear 1996, The department shall adopt rules for determining the

assessed valuation of new property or reclassified property within the same class.

(2) Beginning January 1, +884 2000, the department of revenue shall administer and supervise
a program for the revaluation of all taxable property within the state at least every 3 years. A
comprehensive written reappraisal plan must be promulgated by the department. The reappraisal plan
adopted must provide that all property in each county be revalued at least every 3 years. The department
shall furnish a copy of the plan and all amendments to the plan to the board of county commissioners of

each county.”

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

"156-7-221. {Temporary) Phasein of the taxable value of agricultural land. The increase or decrease
in taxable value of agricultural land resuiting from the change in the method of determining productive
capacity value under 15-7-201_as that section read on December 31, 1996, must be phased in beginnirg
Japoary—1-38886, as follows:

{2} For the year beginning January 1, 1996, and ending December 31, 1996, the taxable value of
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agricultural land in each land use and production category must increase or decrease from the December
31, 1994, value by two-thirds of the difference between the proeduct of the productive capacity value of

agricultural land for 1995 determined under 15-7-201, as that section read on December 31, 1996, times

the class three tax rate and the taxable value of agriculturai land as of December 31, 1994,

£34(2) (a) Beginning January 1, 1997, and ending December 31, 1999, the taxable value of

agricultural land in each land use and production category is equal to +06%—ef the productive capacity
value of agricultural land determined under +6-72201-times-the-olassthreetax—+ate subsection (1).

(b) _Beginning January 1, 2000, the taxabile value of agricultural land in each land use and

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

156-7-201 times the class three tax rate.

{4}(3) This section does not apply to tand described in 15-6-133{1}(c}. (Repealed effective January
1, 3968 2001--secs. 4, 5, Ch. 563, L. 1995.)"

Section 4. Section 5, Chapter 563, Laws of 1995, is amended to read:

"Section 5. Effective dates. (1} [Sections 1, 3, 6, and this section] are effective on passage and
approvat,

{2) [Section 2} is effective January 1, 3884 2000.

(3] {Section 4} is etfective January 1, 4888 2001.”

Section 5. Section 6, Chapter 563, Laws of 1995, is amended to read:

"Section 6. Applicability. (1) [Sections 1 and 3] apply retroactively, within the meaning of 1-2-109,

10 tax years beginning after December 31, 1994.

(2) [Section 2] applies to tax years beginning after December 31, 1986 1999."

NEW SECTION. Section 6. Effective date -- retroactive applicability. [This act] is effective on
passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after

December 31, 19986.

-END-
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PROPERTY SUBJECT TO PROPERTY TAXATION FOR TAX YEARS 1997 THROUGH 1999; REQUIRING THE .
DEPARTMENT OF REVENUE TO VALUE NEW PROPERTY OR RECLASSIFIED PROPERTY IN A MANNE

CONSIETENT WITH THE WAY PROPERTY WAS VALUED WITHIN THE SAME CLASS IN 1996; AMENDING
S -7-103, 15-7-111, AND 15-7-221, MCA, AND SECTIONS 5 AND 6, CHAPTER 563, LAW
OF 1995; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RE ACTIVE APPLﬁz{Y
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/ A statement of intent is rege? or this bill because 15- 7 111 es rulemakifig authority

P’cmlnt of revenu determmuﬁ 8 valuatlon of new agd recbassmed propergu.n.the same manner
17  as prgpefty wa vatue class in 19986, %

™~
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18 The legislature contemplates that the rules adopted by the departme /ﬁodd address, at a o
19  minimum, the following: ﬁm‘_’a . 4% N
NN

20 (1) the base year to be used for determtnmg the assessed value of new or reclassuﬁed property Q\\
21 consistent with the bass year of existing property in the sama class; WM : K\\K\
&

22 {2) the method for detarmining the assessed value of new or reclassified property when a base year

23 is not relevant to the determination of value of property in the same class; and

24 {3) other criteria to ensure that the assessed value of new and reclassified property is determined /Q
25 in the same manner as other property in the same cfass,

28 ‘

27 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

28
29 Saction 1. Section 16-7-103, MCA, is amendaed to read:
30 "15-7-103. Classification and appraisal -- general and uniform methods. (1) It is the duty of the
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department of revenue to implement the provisions of 15-7-101 through 15-7-103 by providing for a
general and uniform method of:

{a) fera-generaland-uhierm—methed-ef classifying lands in the state for the purpose of securing
an equitable and uniform basis of assessment of said lands for taxation purposes;

(b) for-a-generaland unifarm-mrethed-ef appraising city and town lots;

(c) for-a-generaaRd-unierm—meothedof appraising rural and urban improvements,

(d) fera-gereral-and-unrHerm-methed-of appraising twberands forest lands.

(2) Adktapds The department shall be-etassiied classify all lands according to their use or uses and
graded shall grade land within each class according to soil and productive capacity. In sueh-slassitieation
weork classifying lands, the department use shall be-made—ef usa soil surveys and maps and all other
pertinent available infarmation.

{3) All lands must be classified by parcels or subdivisions not exceeding 1 section sach, by the
sections, fractional sections, or lots of all tracts of land that have been sectionized by the United States
government, or by metes and bounds, whichever yields a true description of the land.

(4} All agricultural lands must be classified and appraised as agricultural lands without regard to
the best and highest value use of adjacent or neighboring lands.

(5) {a} In any periodic revaluaticn of taxabie property completed under the provisions of 15-7-111
afterdanuvary-1--1988, all property classified in 15-6-134 must be appraised on its market value in the same
year.

{b) For tax years beginning January 1, 1997, and ending Daecember 31, 1999, the department shall
use the assessed values established in 1998. Fhe For all other years, the department shall publish a ruie
specifying the year used in the appraisal.

(6) All sewage disposal systems and domastic use water supply systems of all dwellings may not
be appraised, assessed, and taxed separately from the land, house, or other improvements in which they
are located. i—re—event-may-the The sewage disposal or domestic water supply systems may not be

included twice by including them in the valuation and assessing them separately.”

Section 2. Section 15-7-111, MCA, is amended to read;

"16-7-111. Periodic revaluation of taxable property -- axception -- rules. (1) {a) Fhe Except as
provided in sybsection (1}{b}), the department of revenue shall administer and supervise a program for the
{ Legisiative
\ Services -2-
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revaluation of all taxable property subject to taxation under Title 15, chapter 6, part 1, within the state.
The department shail complete this revaluation program by December 31, 3886 1399. A comprehensive
written reappraisal plan must be promulgated by the department. The reapbraisal plan adopted must provide
that all property in each county be revalued by December 31, 1888 1999. The department shall furnish a
Copy‘of the plan and all amendments to the plan to the board of county commissioners of each county.

(b} For tax years bheqinning January 1, 1997, and ending December 31, 1999, the department

{i) _use the assessed values established in tax year 1996 for all classes of property subiect to
taxation under Title 15, chapter 6, part 1; and

(i) valus new property ar reclassified property in_a manner_consistent with the method of valuing

property within_the same class in tax vear 1996. The department shall adopt rules for determining the

assessed valuation of new property or reclassified property within the same class,

(2} Beginning January 1, 3887 2000, the department of ravenue shall administer and supervise
a program for the revaluation of all taxable property within the state at least every 3 years. A
comprehensive written reappraisal plan must be gromulgated by the department. The reappraisal plan
adopted must provide that all property in each county be revalued at least every 3 years. The department
shall furnish a copy of the plan and all amendments to the plan to the board of county commissioners of

each county.”

Section 3. Section 15-7-221, MCA, is amended to read:
"15-7-221. (Temporary) Phasein of the taxable value of agricuitural land. The increase or decrease
in taxable value of agricultural land resuiting from the change in the method of determining productive

capacity value under 15-7-201,_as that saction read on December 31, 1996, must be phased in begirring

Japuary-1+-—-888, as follows:

2 For the year beginning January 1, 1996, and ending December 31, 1996, the taxable vaiue of

{ Legislative
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agricultural land in each land use and production category must increase or decrease from the December
37, 1994, value by twa-thirds of the difference between the product of the productive capacity value of
agricultural land for 1995 determined under 15-7-201, as that section read on December 31, 1396, times
the class three tax rate and the taxable value of agricultural land as of December 31, 1994,

£33(2) {a) Beginning January 1, 1997, and ending December 31, 1899, the taxable value of

agricuttural land in each land use and production category is equal to +0@3e—af the productive capacity
value of agricuitural land determined under 35720+ times-tho-olass-threa-tax+ate subsection (1),

(b} Beginning January 1, 2000, the taxable value of agricuitural land in each land use and

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

15-7-201 times the class three tax ratse,
4{3) This section does not apply to land described in 15-6-133{1)(c). (Repealed effective January
1, 4888 2001--secs. 4, 5, Ch. 563, L. 1995.)"

Section 4. Saction 5, Chapter 563, Laws of 1995, is amended to read:

“Section 5. Effective dates. {1} [Sections 1, 3, 8, and this section} are effective on passage and
approval.

{2) [Section 2] is effective January 1, +88% 2000.

{3) [Section 4] is effective January 1, 1888 2001."

Section 5. Section 6, Chapter 5683, Laws of 1995, is amended to read:
"Section 6. Applicability. (1) [Sections 1 and 3} apply retroactively, within the meaning of 1-2-109,
to tax years beginning after December 31, 1994,

(2) [Section 2] applies to tax years beginning after December 31, 19686 1999."

NEW SECTION. Section 6. Effective date -- retroactive applicability. [This act] is effective on

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

December 31, 13986.

-END-
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APPROVED BY CCM
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SENATE BILL NO. 195
INTRODUCED BY HARP, MERCER, AKLESTAD, MCCANN, FOSTER, ROSE, JORE, SIMPSON, PECK,
DOWELL, GRINDE, WALTERS, HAYNE, MILLS, MCNUTT, SMITH, OHS, M. HANSON, COBB,
BOOKOQUT-REINICKE, EMERSON, BARNETT, ORR, BAER, CRIPPEN, TASH, HERTEL, NELSON,
HARGROVE, BITNEY, ADAMS, ELLIS, DENNY, LAWSON, MOOD, SLITER, BEAUDRY, DEPRATU,
MOLNAR, WISEMAN, WELLS, L. TAYLOR, BENEDICT, MOHL, STANG, LYNCH, JABS, KEATING,
SOFT, BANKHEAD, MASQOLO, KNOX, ANDERSON, REHBEIN, BOHARSKI, KEENAN, CURTISS,
BERGMAN, GRIMES, ZOOK, BRAINARD, HIBBARD, GRADY, PAVLOVICH, QUILICI, MCGEE, FELAND,
SHEA, TREXLER, DEVLIN, SWYSGOOD, BECK, MESAROS, KOTTEL, BURNETT, BISHOP, WILSON,
THOMAS, JENKINS, SPRAGUE, CRISMORE, M. TAYLOR, MAHLUM, WAGNER, GROSFIELD

A BILL FOR AN ACT ENTITLED: "AN ACT DELAYING ELIMINATING THE EFFECT OF THE CURRENT

PROPERTY REAPPRAISAL CYCLEFORCLASS THREE, FOUR, AND TEN PROPERTY; BELAYING-THE-NEXT

FOR-FAXNYEARS1997 THROUGH1988; REQUIRING THE DEPARTMENT OF REVENUE TO VALUE NEW
CLASS THREE, FOUR, AND TEN PROPERTY OR RECLASSIFIED CLASS THREE, FOUR, AND TEN

PROPERTY IN A MANNER CONSISTENT WITH THE WAY PROPERTY WAS VALUED WITHIN THE SAME
CLASS IN 1996 1993; ALLOWING AN EXTENSION OF 1997 STATUTORY DEADLINES RELATING TO

PROPERTY TAXES; AMENDING SECTIONS 15-7-103,15-7-111, AND-36~-7-221 15-7-112 AND 15-8-111,

MCA~ANB-SECTHONS-B-AND—6—CHARTER-B63LAWS-OF 3886; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE."”

STATEMENT OF INTENT
A statement of intent is required for this bill because 15-7-111 gives rulemaking authority to the

department of revenue for determining the valuation of new and reclassified CLASS THREE, FOUR, AND

TEN property in the same manner as property was valued within the same class in 3886 1993.

The legislature contemplates that the rules adopted by the department should address, at a
minimum, the following:

{1} the base year to be used far determining the assessed value of new or reclassified CLASS
gzﬂ"gg’ ‘ -1- SB 195
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THREE, FOUR, AND TEN property consistent with the base year of existing property in the same class;

{2) the method for determining the assessed value of new or reclassified CLASS THREE, FOUR,

AND TEN property when a base year is not relevant to the determination of value of property in the same
class; and

(3} other criteria to ensure that the assessed value of new and reclassified CLASS THREE, FOUR,

AND TEN property is determined in the same manner as other property in the same class.

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

Section 1. Section 15-7-103, MCA, is amended to read:
"15-7-103. Classification and appraisal -- general and uniform methods. {1} It is the duty of the

department of revenue to implement the provisions of 15-7-101 through 15-7-103 by providing for a

general and uniform method of:

{a) fora-generaland-uniform-methed-of classifying fands in the state for the purpose of securing
an equitable and uniform basis of assessment of said lands for taxation purposes;

(b) for-a-general-and-unidorm-methed-of appraising city and town lots;

{c) fer-a-general-and-uniforrn-rmethed-af appraising rural and urban improvements;

{d) fera-general-and-uniferm-methed-of appraising timberdands forest lands.

(2) AdHands The department shall be-classified classify all lands according to their use or uses and
graded shall grade land within each class according to soil and productive Capacity. In sueh-classificaticon
weork classifying lands, the department use shall be-made-of use soil surveys and maps and all other
pertinent available information, -

{3} All fands must be classified by parcels or subdivisions not exceeding 1 section each, by the
sections, fractional sections, or lots of all tracts of land that have been sectionized by the United States
government, or by metes and bounds, whichever yields a true description of the land.

(4) All agricultural lands must be classified and appraised as agricultural lands without regard to
the best and highest value use of adjacent or neighboring lands.

{5} (a}
atterdanuary—1-—1886ak ALL property classified in 15-6-134 must be appraised on its market 1993 value
inthe-same AS DETERMINED BY THE BASE year USED FOR THE 1993 REAPPRAISAL.

[ Legislative
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s IN ANY PERIODIC REVALUATION OF
TAXABLE PROPERTY UNDER THE PROVISIONS OF 15-7-111, the department shall publish arule specifying

the year used in the appraisal.

{6) All sewage disposal systems and domestic use water supply systems of all dwellings may not
be appraised, assessed, and taxed separately from the land, house, or other improvements in which they
are located. {r—ro—event—may-the The sewage disposal or domestic water supply systems may not be

included twice by including them in the valuation and assessing them separately."

Section 2. Section 15-7-111, MCA, is amended to read:
"15-7-111. Periodic revaluation of taxable property -- exception -- rules. (1) {8} Fhe Exceptas
provided-insubsection{Hbithe THE department of revenue shall administer and supervise a program for

the revaluation of all taxable property subject to taxation_under Title 15, chapter 8, part 1, withintho-state

AND THAT MUST BE REVALUED ON A PERIODIC BASIS. The department shall complete this revaluation

program by December 31, 3886 1999. A comprehensive written reappraisal plan must be promulgated by
the department. The reappraisal plan adopted must provide that all property in each county be revalued by
December 31, 3888 1999. The department shall furnish a copy of the plan and all amendments ta the plan
to the board of county commissioners of each county.

{b}(2] For tax years beginning January 1, 1997, and—enmgeeembeﬁ-&_msg- the department

{iHA) _use the assessed values established in tax year 3886 1993 for all slasses-ef property subject
to_taxation under Titla 16 chapter 6 part- ¥+ 15-6-133, 156-6-134, AND 15-6-143; and
(B} value new property or reclassified property in a manner consistent with the method of valuing

property within the same class in—taxyear1886. The department shall adopt rules for determining the

assessed valuation of new property or reclassified property within the same class.

Legislative
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SECTION 3. SECTION 15-7-112, MCA, 1S AMENDED TO READ:

"15-7-112. Equalization of valuations. The same method of appraisal and assessment shall must
be used in each county of the state to-the-end so that comparable property with similar true-market values

and subject to taxation in Montana shall-have has substantially equal taxable values value at the end of

each cyclical revaiuation program hereinbefore-provided.”

SECTION 4. SECTION 15-8-111, MCA, IS AMENDED TO READ:

"15-8-111. Assessment -- market value standard -- exceptions. {1) All taxable property must be
assessed at 100% of its market value except as otherwise provided.

{2} (a) Market value is the value at which property would change hands between a willing buyer

. and a willing seller, neither being under any compulsion to buy or to sell and both having reasonable

knowledge of relévant facts.

(b} If the department uses construction cost as one approximation of market value, the department
shall fully consider reduction in value caused by depreciation, whether through physical depreciation,
functional obsolescence, of economic obsolescence.

(c} Except as provided in subsection {3}, the market value of all motor trucks; agricultural tools,
implements, and machinery; and vehicles of all kinds is the average wholesale value shown in national
appraisal guides and manuals or the value of the vehicle before reconditioning and profit margin. The
department shall prepare vatuation schedules showing the average wholesale value when a national
appraisal guide does not exist.

{3) The department may not adopt a lower or different standard of value from market value in
making the official assessment and appraisal of the value of property, except:

{a) the wholesale value for agricultural implements and machinery is the loan value as shown in

( Legislative
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the Official Guide, Tractor and Farm Equipment, published by the national farm and power equipment
dealers association, St. Louis, Missouri;

{b) for agricultural implements and machinery not listed in the official guide, the department shall
prepare a supplemental manual in which the values reflect the same depreciation as those found in the
official guide; and

{¢) the value of properties in 15-68-133, under class three, 15-6-134, under class four, and

15-6-143, under class ten, is not determined based on _current market or current productivity value. The

vaiue is determined based on the market or productivity value for the base vear of the 1993 reappraisal

cycle. The 1993 reappraisal cycle is the cycle in_which new values were assessed beginning in 1993, The

base year for class four property is the year adopted by administrative rule for the 1993 reappraisal as

required by 156-7-103. The base year for class three and ten properties is the year used in_determining

productivity for the 1993 reappraisal. The values must be considered equalized when property values are

at or near the base year market or productivity value used for the 1993 reappraisal.

{e3(d) as otherwise authorized in Title 15 and Title 61.

{4} For purposes of taxation, assessed value is the same as appraised value.

() The taxable value for all property is the percentage of market or assessed value established for
each class aof property.

(6) The assessed value of properties in 15-6-131 through 36-6-333 15-6-134 and 15-6-143 is as

" follows:

{a) Properties in 15-6-131, under class one, are assessed at 100% of the annual net proceeds after
deducting the expenses specified and allowed by 15-23-503 or, if applicable, as provided in 15-23-515,
16-23-616, 15-23-517, or 15-23-518.

{b) Properties in 15-6-132, under class two, are assessed at 100% of the annual gross proceeds.

{c} Properties in 15-6-133, under class three, are assessed at 100% of the productive capacity of
the lands in 1994 when valued for agricuitural purposes. All lands that meet the qualifications of 15-7-202

are valued as agricultural lands for tax purposes.

(d} Properties in 15-6-134, under class four, are assessed as provided in subsection (3){c} of this

section,

{die) Properties in 15-6-143, under class ten, are assessed at 100% of the forest productivity

value of the land in_1994 when valued as forest land.
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{7) Land and the improvements on the land are separately assessed when any of the following
conditions occur:

{a) ownership of the improvements is different from ownership of the land;

{b} the taxpayer makes a written request; or

(¢) the land is outside an incorporated city or town."

NEW SECTION, SECTION 5. EXTENSION OF 1997 DEADLINES RELATING TO PROPERTY

TAXATION. AS A RESULT OF THE CHANGE IN THE BASE YEAR FOR REAPPRAISAL OF CLASS THREE,

FOUR, AND TEN PROPERTY ENACTED BY THE 65TH LEGISLATURE, IT IS NOT POSSIBLE TO COMPLY

WITH CERTAIN STATUTORY DEADLINES RELATING TO APPRAISALS, ASSESSMENTS, APPEALS,

REIMBURSEMENTS, BUDGETS, AND COLLECTION OF PROPERTY TAXES. THE STATE APPRAISAL AND

ASSESSMENT PROCESS WiLL BE DELAYED, WHICH IN TURN WILL CAUSE DELAYS FOR THE TAX

APPEAL BOARDS AND LOCAL GOVERNMENT TAXING JUR!SDICTION BUDGETING AND COLLECTION

PROCESSES. THEREFCRE, FORTAX YEAR 1997, ALL DEADLINES ARE EXTENDED AS NECESSARY AND

REASONABLE INORDERTO ALLOW FORTHE ORDERLY AND EFFICIENT ASSESSMENT AND COLLECTION

OF TAXES.

NEW SECTION, Saction 6. Effective date -- retroactive applicability. [This act] is effective on
passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after
December 31, 1996.

-END-
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Fiscal Note for SB0O195, 2nd readindg, 2nd house, as amended

DESCRIPTION OF PROPOSED IFEGISIATION:

An act eliminating the effect of the current property reappraisal cycle for class three,
four, and ten property; requiring the department of revenue toc value new class 3, four,
arnd ten property or reclassified class three, four, and ten property in a manner
conslistent with the way property was valued within the same class in 1993; allowing an
extenslon cf 1897 statutery deadlines relating to property taxes; and providing an
immediate effective date and a retroactive applicability date.

ASSUMPTIONS:
Inpact to Taxable Value:

1. Under the proposal, the taxable value of class 3 property (ag land) is estimated tc

be $10,100,000 less in FY98 and in FY99 (MDCR).

Under the proposal, the total taxable value of class 4 prcperty (residential and

commercial real property) is estimated to be $342,900,000 less in FY98 andg

$353, 300, 000 less in FYS99 (MDOR).

3 Under the proposal, the taxable value of class 10 property (forest land) is
estimated to be 59,200,000 less in FY98 and in FY%9 (MDOR).

4. The propesal will result in reducing the tax valuatien of the 1.5 Vo-Tech mill levy

by $144,800,000 in FY%8 and 5152,400,000 in FY3% (LFD).

A combination of taxzable value decrease and HB2 will result 1n an expenditure from

the general fund of $1,087,000 1in FY%8 and $1,334,000 in FY99 for the state

assumption of welfare (LFD).

6. Generally, the propesal results in reduced taxX valuation for lccal governments.
This will result in a higher level of mill levies for local gocvernments than under
current law. Because of this there would be a shifting of non-levy revenue from
state government to local governments of 31,663,000 in FY98 and 34,316,000 in FY$89
(LED) .

7. The result of decreasing the total statewide taxable value 1s estimated tc be an
increase in the general fund requirement for Guaranteed Tax Base (GTB) payments of
511,534,000 1n FY98 and of $3,675,000 in FY%9 (LFD).

8. The proposal will have no impact on the university 6 mill levy funding (HB2).

3. It is estimated that administrative costs wculd i1nclude computer ceosts in FYS87 and
¥Y9E5 totaling $318,650, personnel ccsts in FY97 and FY98 totaling 51186,800, and
operations costs 1n FY$7 and FY98 totaling $64,470 (MDOR).

10. Certified taxable values for tax year 1997 may be delayed, causing a delay in the
county budget process.

28]

n

FISCAL IMPACT:
Expenditures: (General Fund)
It is estimated that administrative costs will total 5499,920, spread over FY37 and FY98.

FY98 FYoa

Difference Difference
GTB Payments 11,534,000 3,675,000
State Assumption 1,097,000 1,334,000
Revenues :
35 Mill Levy 534,409,000 5(35,397,000)
1.% Vo-Tech Mill Levy (217,200) (228,600
Non-Levy Revenue (1,663,000} (4,316,000)

$(48,920,200)

Net Impact:

(continued)

LEWIS, BUDGET DPIRECTOR DATE
Gffice of Budget and Program Flanning

§(44,950,600)
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FISCAL IMPACT TO TRXPAYTERS:

The propeosal results in a shift of tax burden between classes of property. By negating
the increase in total taxable value of property classes three, four, and ten, property
taxes are shifted onto other classes cf property. The degree of this shift is
proportionally related to the expected increase in value of residential and commercial
property under reappralsal. Generally, the shift would be greatest 1n areas where
residential and commercial real property has appreciated the most. Conversely, the shift
will be much smaller 1n areas where residential and commercial real procperty has
appreclated little.

EFFECT ON COQUNTY QR OTHER LOCAL REVENUES OR EXPENDITURES:

There would be a shifting of non-levy revenue from state government to local governments
cf 31,663,000 in FYS8 and 34,315,000 in FY99.
LONG-RANGE EFFECTS QF PROPOSED IEGISLATION:

The proposal reduces property tax revenues through fiscal year 2000. The impact 1s due to
a reduced statewide taxable value under the proposal.
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SENATE BILL NO. 195
INTRODUCED BY HARP, MERCER, AKLESTAD, MCCANN, FOSTER, ROSE, JORE, SIMPSON, PECK,
DOWELL, GRINDE, WALTERS, HAYNE, MILLS, MCNUTT, SMITH, OHS, M. HANSON, COBB,
BOOKQUT-REINICKE, EMERSON, BARNETT, ORR, BAER, CRIPPEN, TASH, HERTEL, NELSON,
HARGROVE, BITNEY, ADAMS, ELLIS, DENNY, LAWSON, MOQOD, SLITER, BEAUDRY, DEPRATU,
MOLNAR, WISEMAN, WELLS, L. TAYLOR, BENEDICT, MOHL, STANG, LYNCH, JABS, KEATING,
SOFT, BANKHEAD, MASOLO, KNOX, ANDERSON, REHBEIN, BOHARSKI, KEENAN, CURTISS,
BERGMAN, GRIMES, ZOOK, BRAINARD, HIBBARD, GRADY, PAVLOVICH, QUILICI, MCGEE, FELAND,
SHEA, TREXLER, DEVLIN, SWYSGQOD, BECK, MESAROS, KOTTEL, BURNETT, BISHOP, WILSON,
THOMAS, JENKINS, SPRAGUE, CRISMORE, M. TAYLOR, MAHLUM, WAGNER, GROSFIELD

A BILL FOR AN ACT ENTITLED: "AN ACT DELAMING ELIMINATING THE EFFECT OF THE CURRENT

PROPERTY REAPPRAISAL CYCLE FOR CLASS THREE, FOUR, AND TEN PROPERTY; BELAVINGFHENEXT

FORTAX-YEARS-1097- THROUGH 1888; REQUIRING THE DEPARTMENT OF REVENUE TO VALUE NEW
CLASS THREE, FOUR, AND TEN PROPERTY OR RECLASSIFIED CLASS THREE, FOUR, AND TEN

PROPERTY IN A MANNER CONSISTENT WITH THE WAY PROPERTY WAS VALUED WITHIN THE SAME
CLASS IN 3896 1993; ALLOWING AN EXTENSION OF 1997 STATUTORY DEADLINES RELATING TO

PROPERTY TAXES; PROVIDING FOR A CONTINGENT ADJUSTMENT OF TAX RATES FOR CLASS THREE,

FOUR, AND TEN PROPERTY TO COMPENSATE FOR INCREASED VALUATION OF TAXABLE PROPERTY;

AMENDING SECTIONS 15-6-133, 15-6-134, 16-6-143, 15-7-103, 15-7-111, ANB4E-7-22% 15-7-112

AND 15-8-111, MCAAND-SECTIONS B-ANDE-CHARTER B63,LAWS-OF-1985; AND PROVIDING AN
HMEDIATE EFFECTIVE 8AFE DATES AND A RETROACTIVE APPLICABILITY DATE."

STATEMENT OF INTENT
A statement of intent is required for this bill because 15-7-111 gives rulemaking autharity to the

department of revenue for determining the valuation of new and reclassified CLASS THREE, FOUR, AND

TEN property in the same manner as property was valued within the same class in 3886 1993.

The legislature contemplates that the rules adopted by the department should address, at a

g
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minimum, the following:
(1) the base year to be used for determining the assessed value of new or reclassified CLASS

THREE, FOUR, AND TEN property consistent with the base year of existing property in the same class;

{2) the method for determining the assessed value of new or reclassified CLASS THREE, FOUR,

AND TEN property when a base year is not relevant to the determination of value of property in the same

class; and

(3) other criteria to ensure that the assessed value of new and reclassified CLASS THREE, FOUR,

AND TEN property is determined in the same manner as other property in the same class.

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

SECTION 1. SECTION 15-6-133, MCA, IS AMENDED TO READ:

"15-6-133. Class three property -- description -- taxable percentage. (1} Class three praperty
incfudes:

(a) agricultural land as defined in 15-7-202;

(B} nonproductive patented mining claims outside the limits of an incorporated city or town held
by an owner for the ultimate purpose of developing the mineral interests on the praperty. For the purposes
of this subsection (1){b}, the following provisions apply:

i) The claim may not include any property that is used for residential purposes, recreational
purposes as described in 70-16-301, or commercial purposes as defined in 15-1-101 or any property the
surface of which is being used for other than mining purposes or that has a separate and independent value
for other purposes.

(i) Improvements to the property that would not disqualify the parcel are taxed as otherwise
provided in this title, including that portion of the land upon which the improvements are located and that
is reasonably required for the use of the improvements.

{iii) Nonproductive patented mining claim property must be valued as if the land were devoted to
agricultural grazing use.

{c] parcels of land of 20 acres or more but less than 160 acres under one ownership that are not

eligible for valuation, assessment, and taxation as agricultural land under 15-7-202(1). The tand may not

be devoted to a commercial or industrial purpose,
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{2) Class three property is taxed at

as-providedin1b-6-134iHa 3.645%.

{3) The land described in subsection {1){c) is valued at the productive capacity value of grazing

land, at the average grade of grazing land, and the taxable value is computed by multiplying the value by

seven times the taxable rate for agricultural land."”

SECTION 2. SECTION 15-6-134, MCA, IS AMENDED TO READ:

"15-6-134. Class four property -- description -- taxable percentage. (1) Class four property
includes:

{a) all land, except that specifically included in another class;

{b) all improvements, including trailers or mobile homes used as a residence, except those
specifically included in another class;

{c) the first $100,000 or less of the market value of any improvement on real property, including
trailers or mabile homes, and appurtenant land not exceeding 5 acres owned or under contract for deed and
actually occupied for at least 7 months a year as the primary residential dwelling of any person whose total
income from all sources, including net business income and otherwise tax-exempt income of all types but
not including social security income paid directly to a nursing home, is not more than $15,000 for a single
person or $20,000 for a married couple or a head of household, as adjusted according to subsection
(2)(b}{ii}). For the purposes of this subsection {1){c), net business income is gross income less ordinary
operating expenses but before deducting depreciation or depletion allowance, or both.

{d} all golf courses, inciuding land and improvements actually and necessarily used for that
purpose, that consist of at least nine holes and not less than 3,000 lineal yards; and |

(e) all improvements on land that is eligible for valuation, assessment, and taxation as agricultural
land under 15-7-202, including 1 acre of real property beneath improvements on land described in
15-6-133(1){c). The 1 acre must be valued at market value.

{2) Class four property is taxed as follows:

(a) Except as provided in 15-24-1402 or 15-24-1501, property described in subsections (1){a),
{1}(b}, and {1)}{e) is taxed at 3-86% 2.78% of its market value.

{b) (i) Property qualifying under the property tax assistance program in subsection {1}(c) is taxed
at 3-86% 2.78% of its market value multiplied by a percentage figure based on income and determined
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from the following table:
Income Income Percentage
Single Person Married Couple Multipier

Head of Household

$ 0-%6,000 $ 0-$8,000 20%
6,001 - 9,200 8,001 - 14,000 50%
9,201 - 15,000 14,001 - 20,000 70%

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

(A) muitiplying the appropriate dollar amount from the table in subsection (2)(b{i} by the ratio of
the PCE for the second quarter of the year prior to the year of application to the PCE for the second quarter
of 1995; and

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

(il "PCE" means the implicit price deflator for personal consumption expenditures as published
quarterly in the Survey of Current Business by the bureau of economic analysis of the U.S. department of
commerce.

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

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

commercial property.”

SECTION 3. SECTION 15-6-143, MCA, IS AMENDED TQO READ:

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

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

(2) Class ten property is taxed at the-percentage-rate—R— 0,35% of its forest productivity value.
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Section 4. Section 15-7-103, MCA, is amended to read:

"15-7-103. Classification and appraisal -- general and uniform methods. (1} It is the duty of the
department of revenue to implement the provisions of 15-7-101 through 15-7-103 by providing for a
general and uniform method of:

{a) for-a-general-and-uniferm-methed-of classifying lands in the state for the purpose of securing
an equitable and uniform basis of assessment of said lands for taxation purposes;

{b) for-a-general-and-uniform-method-of appraising city and town lots;

(c) fora-gensrab-and-uniferm—rethed-af appraising rural and urban improvements;

(d) for-a-goneral-and-uniform-method-of appraising timberlands forest lands.

(2) Allands The department shall be-classifiad classify all lands according to their use or uses and

graded shall grade land within each class according to soil and productive capacity. In such-classifisation

weork classifying lands, the department use shall be—rrade—of use soil surveys and maps and all other

pertinent available information.

{3} All lands must be classified by parcels or subdivisions not exceeding 1 section each, by the
sections, fractional sections, or lots of all tracts of land that have been sectionized by the United States
government, or by metes and bounds, whichever yields a true description of the land,

{4) All agricuitural lands must be classified and appraised as agricultural lands without regard to

the best and highest value use of adjacent or neighboring lands.

{5} (a}

“Lepgislative

’\' ervices -5- SB 195

~_Djvision



55th Legislature SB0195.03

How N

m

11
12
13
14
15
16
17
18
19
20
21
22

afterJangary-1—1888.alt ALL property classified in 15-6-134 must be appraised on its frarket 1993 value
in-the-same AS DETERMINED BY THE BASE year USED FOR THE 1993 REAPPRAISAL.

TAXABLE PROPERTY UNDER THE PROVISIONS OF 15-7-111, the department shail publish arule specifying

the year used in the appraisal.
(6) All sewage disposal systems and domestic use water supply systems of all dwellings may not
be appraised, assessed, and taxed separately from the land, house, or other improvements in which they

are located. —ho-everi+ray—the The sewage disposal or domestic water supply systems may not be

included twice by including them in the valuation and assessing them separately.”

Section 5. Section 15-7-111, MCA, is amended to read:

"15-7-111. Periodic revaluation of taxable property -- exception -- rules. (1) {8} The Except-as
provided-insubsestiontHbi-the THE department of revenue shall administer and supervise a program for

the revaluation of all taxahle property subject to taxation under Title 15, chapter 8, part 1, within-thestate

AND THAT MUST BE REVALUED ON A PERIODIC BASIS. The department shall complete this revaluation

program by December 31, 31888 1999. A comprehensive written reappraisal plan must be promulgated by
the department. The reappraisal plan adopted must provide that all property in each county be revalued by
December 31, 3886 1999. The department shall furnish a copy of the pian and all amendments to the plan

to the board of county commissioners of each county.

{b4(2]) For tax vears beginning January 1, 1997, and-aending December 311988, the department

H{A) use the assessed values established in tax year 1898 1993 for all slassesef property subject
to taxation under Fite-1b—chapterBpart1 15-6-133, 15-6-134, AND 15-6-143; and

$#}(B} value new property or reclassified property in a manner consistent with the method of valuing

property within the same class intaw—rear1898. The department shall adopt rules for determining the

assessed valuation of new property or reclassified property within the same class.
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SECTION 6. SECTION 15-7-112, MCA, 1S AMENDED TO READ:

"15-7-112. Equalization of valuatians. The same method of appraisat and assessment shali must
be used in each county of the state te-the-end so that comparable property with similar $#ue-smarket vaiues
and subject to taxation in Montana shail-have has substantially equal taxable valtes value at the end of

each cyclical revaluation program hereinbofere-provided.”

SECTION 7. SECTION 15-8-111, MCA, IS AMENDED TO READ:

"15-8-111. Assessment -- market value standard -- exceptions. (1) All taxable property must be
assessed at 100% of its market value except as otherwise provided.

(2) {a) Market value is the value at which praperty would change Hands between a willing buyer
and a willing seller, neither being under any compulsion to buy or to sell and both having reasanable
knowledge of relevant facts.

(b) If the department uses construction' cost as one approximation of market vaiue, the department
shall fully consider reduction in value caused by depreciation, whether through physical depreciation,
functional obsolescence, or economic obsolescence,

{c) Except as provided in subsection (3}, the market value of ail motor trucks; agricultural tools,
implements, and machinery; and vehicles of all kinds is the average wholesale value shown in national
appraisal guides and manuals or the value of the vehicle before reconditioning and profit margin. The
department shall prepare valuation schedules showing the average wholesale value when a national
appraisal guide does not exist,

(3) The department may not adopt a lower or different standard of value from market value in
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making the official assessment and appraisal of the value of property, except:

(a) the wholesale value for agricultural implements and machinery is the loan value as shown in
the Official Guide, Tractor and Farm Eqguipment, published by the national farm and power equipment
dealers association, St. Louis, Missouri;

(b} for agricultural implements and machinery not listed in the official guide, the department shall
prepare a supplemental manual in which the values reflect the same depreciation as those found in the
official guide; anré

{c) the value of properties in 15-6-133, under class three, 15-6-134, under class four, and

15-6-143, under class ten, is not determined based on current market or current productivity value. The

value is determined based on the market or productivity value for the base year of the 1993 reappraisal

cycle. The 1993 reappraisal cycle is the cycle in which new values were assessed beginning in 1993. The

basg vear for class four property is the vear adopted by administrative rule for the 1993 reappraisal as

required by 15-7-103. The base vear for class three and ten properties is the year used in determining

productivity for the 1993 reappraisal. The values must be considered equalized when property values are

at or near the base year market or productivity value used for the 1993 reappraisal.

{e¥{d] as otherwise authorized in Title 15 and Title 61.

(4) For purposes of taxation, assessed value is the same as appraised value.

{5) The taxable value for all property is the percentage of market or assessed value established for
each class of property.

{6) The assessed value of properties in 15-6-131 through 36-6-133 15-6-134 and 15-6-143 is as

tollows:

{a) Propertiesin 15-6-131, under class one, are assessed at 100% of the annual net proceeds after
deducting the expenses specified and allowed by 15-23-503 or, if applicable, as provided in 15-23-515,
15-23-616, 15-23-517, or 15-23-518.

{b) Properties in 15-6-132, under class two, are assessed at 100% of the annual gross proceeds.

{c) Praperties in 15-8-133, under ciass three, are assessed at 100% of the productive capacity of
the lands in 1994 when valued for agricultural purposes. All lands that meet the qualifications of 15-7-202
are valued as agricultural lands for tax purposes.

{d) Properties in 15-8-134, under class four, are assessed as provided in subsection {3}{c} of this

section.

islative

[ Legisly
i CD"‘"M -9- ) SB 195

fvision



55th Legislature SB0195.03

O O o N O g kW N =

oy

11

13
14
15
16
17
18
19
20
21
22
23
24
25

{dile) Properties in 15-6-143, under class ten, are assessed at 100% of the forest productivity
value of the land in 1994 when valued as forest land.

{7y Land and the improvements on the land are separately assessed when any of the following
conditions occur:

{a) ownership of the improvements is different from ownership of the land;

(b} the taxpayer makes a written request; or

{c} the land is outside an incorporated city or town.”

NEW SECTION. SECTION 8. EXTENSION OF 1997 DEADLINES RELATING 7O PROPERTY

TAXATION, AS A RESULT QOF THE CHANGE IN THE BASE YEAR FOR REAPPRAISAL OF CLASS THREE,

FOUR, AND TEN PROPERTY ENACTED BY THE b5TH LEGISLATURE, IT IS NOT POSSIBLE TO COMPLY

WITH CERTAIN STATUTORY DEADLINES RELATING TO APPRAISALS, ASSESSMENTS, APPEALS,

REIMBURSEMENTS, BUDGETS, AND COLLECTION OF PROPERTY TAXES. THE STATE APPRAISAL AND

ASSESSMENT PROCESS WILL BE DELAYED, WHICH IN TURN WILL CAUSE DELAYS FOR THE TAX

APPEAL BOARDS AND LOCAL GOVERNMENT TAXING JURISDICTION BUDGETING AND COLLECTION

PROCESSES. THEREFORE, FOR TAX YEAR 1997, ALL DEADLINES ARE EXTENDED AS NECESSARY AND

REASONABLEIN ORDERTO ALLOW FOR THE ORDERLY AND EFFICIENT ASSESSMENT AND COLLECTION
OF TAXES.

NEW SECTION. Section 9. Effective date DATES -- retroactive applicability. (1) EXCEPT AS
PROVIDED IN _SUBSECTION (2}, [Fhis THIS act] is effective on passage and approval and applies

retroactively, within the meaning of 1-2-109, to tax years beginning after December 31, 1996.
{2) IF[SECTIONS 4 THROUGH 8] ARE DECLARED INVALID, THEN [SECTIONS 1 THROUGH 3] ARE
EFFECTIVE ON THE DATE THAT [SECTIONS 4 THROUGH 8] ARE INVALID.

-END-
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FREE CONFERENCE COMMITTEE

on Senate Bill 195
Report No. 1, April 17, 1997

Page 1 of 15

Mr. President and Mr. Speaker:

We, your FREE Conference Committee on Senate Bill 195, met and
considered the House Committee of the Whole amendments.

We recommend that Senate Bill 185 (reference copy - salmon) be
further amended as follows:

1. Title, line 12.
STRIKIT: "ELIMINATING"
INSER™: "PHASING IN"

2. Titvle, lines 16 through 19.
Following: "589+" on line 15
Strike: remainder of line 16 through ";" on line 19

3. Title, line 20.
Strike: "A CONTINGENT"
Ingert: "AN"
Following: "THREE"
Strike: n,"

Insert.: "AND"

4. Title, line 21.

Strike: ", AND TEN"

Following: "."

Insert:; Y"REVISING THE PROPERTY TAX LIMITATICONS IMPLEMENTING
INITIATIVE MEASURE NO. 105 BY CHANGING THE EXCEPTIONS TO THE
LIMITATIONS; PROVIDING A METHOD FOR THE VOTERS OF A TAXING UNIT
TC AUTHCRIZE AN INCREASE IN TAXES; PROVIDING FOR A PROPERTY TAX
STUDY COMMITTEE; PROVIDING AN APPROPRIATION FOR THE QOPERATION OF
THE COMMITTEE; PROVIDING CARRYOVER APPROPRIATION AUTHORITY FOR
THE DHFPARTMENT OF REVENUE;"

5. Title, line 22.

Strike: "15-6-133."

Insert.; "7-6-2514,"

Strike: "15-6-143, 15-7-103,"
Insert: "15-7-102,"

Strike: "15-7-112,"

N Fecr?®|

REJECT 821106CC.STS

B 195



April 17, 18987
Page 2 of 15

6. Title, line 23.

Strike: "AND 15-8-1711"

Insert: "15-10-401, 15-10-402, 15-10-412, 15-36-323, AND 77-1
208"

Following: ;"

Insert: "REPEALING SECTION 15-10-411, MCA;"

7. Title, line 24.
Following: "IMMEDIATE"
Insert: "AN IMMEDIATE"
Strike: "DATES"
Insert: "DATE"

8. Page 1, lines 28 through page 2, line 8.

Following: "for" on line 28

Strike: remainder of line 28 through "." on page 2, line 8
Insert: "phasing in newly constructed, remodeled, and
reclasgsified property consistent with the phasing in of
reapprailsed property. The legislature contemplates that the
rules adopted by the department should address, at a minimum, the
manner -in which the reappraised portion of new, remodeled, or
reclassified property will be determined and phased in."

9. Page 2, line 12 through page 10, line 24.
Strike: everything after the enacting clause
Insert: "Section 1. Section 7-6-2514, MCA, i1s amended to read:
"7-6-2514. Tax limitation applicable. The property tax
limitation te—398&6—tewvels—undexr contained in Title 15, chapter
10, part 4, applies to the county public safety levy authorized
in 7-6-2513. The limitation is determined by the total tax levied
for the county general fund. The first year that a county public
gsafety tax is levied, the public safety levy and the general fund
levy may not exceed the prior year’s county general fund levy. In
subseguent years, any increases in the public safety levy and the
general fund levy are limited under Title 15, chapter 10, part
4.1

Section 2. Section 15-6-134, MCA, is amended to read:

"15-6-134. Class four property -- description -- taxable
percentage. (1) Class four property includes:

(a) all land, except that specifically included in another
class;

(b) all improvements, including trailers or mobile homes
used as a residence, except thcse specifically included in
ancther class;

{c) the first $100,000 or less of the market value of any
improvement on real property, including trailers or mobile homes,
and appurtenant land not exceeding 5 acres owned or under
contract for deed and actually occupied for at least 7 months a
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vear as the primary residential dwelling of any person whose
total income from all sources, including net business income and
otherwise tax-exempt inceme of all types but not including social
security income paid directly to a nursing home, is not more than
$15,000 for a single person or $20,000 for a married couple or a
head of household, as adjusted according to subsection

(2) (b} {ii) . For the purposes of this subsection (1) (¢), net
business income 1s gross income less ordinary operating expenses
but before deducting depreclation or depletion allowance, or
both.

‘d)  all golf cocurses, including land and improvements
actually and necessarily used for that purpose, that consist of
at least nine holes and not less than 3,000 lineal yards; and

te) all improvements on land that is eligible for
valuation, assessment, and taxation as agricultural land under
15-7-202, including 1 acre of real property beneath improvements
on land described in 15-6-133(1) {¢}). The 1 acre must be valued at
marker wvalue.

'2) Class four property is taxed as follows:

a) (i} Except as provided in 15-24-1402 or 15-24-1501 and
subsection (2} (a) (ii} of this section, property described in
gubsections (1) (a), (1) (b), and (1) {e) of this section is taxed
at 3.486% of its market value.

_ii) The taxable percentage rate in subsection {2) (a) (i)
must he adijusted downward by subtracting 0.022 percentage points
each “rear until the tax rate is equal to or less than 2.78%.

h) {i) Property gqualifying under the property tax
assis:ance program in subsection (1) (¢) is taxed at 3—86% the
rate nrovided in subsection (2) (a) (ii) of its market value
multivnlied by a percentage figure based on income and determined
from the following tabkle:

Incomen Income Percentage
Single Person Married Couple Multiplier
Head of Household
S D - & 6,000 5 .0 =% B,000 20%
6,001 - 9,200 8,001 - 14,000 50%
8,20- - 15,000 14,001 - 20,000 70%

I3

{1i) The income levels contained in the table in subsection
(2) {b: {i) must be adjusted for inflation annually by the
department of revenue. The adjustment to the income levels is
determined by:

(A) multiplying the appropriate dollar amount from the
table in subsecticn (2) (b) (i) by the ratio of the PCE for the
seconl quarter of the year prior to the year of application to
the P”E for the second quarter of 1985; and

(R) rounding the product thus obtained to the nearest whole
dolla: amount.
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(iii} "PCE" means the implicit price deflator for personal
consumption expenditures as published cuarterly in the Survey of
Current Business by the bureau of economic analysis of the U.S.
department of commerce.

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

(3) Within the meaning of comparable property, as defined
in 15-1-101, property assessed as commercial property is
comparable only to other property assessed as commercial property
and property assessed as other than commercial property is
comparable only to other property assessed as other than
commercial property.”

Section 3. Section 15-7-102, MCA, 1s amended to read:

"15-7-102, Notice of classification and appraisal to
owners -- appeals. (1) (a) The department shall mail to each
owner or purchaser under contract for deed a notice of the
classification of the land owned or keing purchased and the
arpralisal of the improvements on the land only if one or more of
the following changes pertaining to the land or improvements have
heen made since the last notice:

{3) «change in cwnership;

{ii) change in classification;

{i1i1) except a provided in subsection (1) (b}, change in
valuation; or

(iv) addition or subtraction of personal property affixed to
the land.

(b)) After the first vear, the department is neot reguired to
the notice provided for in subsection (1) {a)(iii) if the
in valuation is the result of an incremental change in

-3 (c) The notice must include the following for the
caxvayer’s informational purposes:

(i) the total amount of mills levied against the property
in the prior year;

(i)

Rt ke i , Teine £

44wy (i1i) a statement that the notice is not a tax bill.

ter(d) Any misinformation provided in the information
requived by subsection 43k} (1) (¢) does not affect the validity
of the notice and may not be used as a basis for a challenge of
the legality of the notice.

(2) {(a) The department shall assign each assessment to the
correct owner or purchaser under contract for deed and mail the
notice of classification and appraisal on a standardized form,
adopted by the department, containing sufficient information in a

821106CC.8TS
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comprehensible manner designed to fully inform the taxpayer as to
the classification and appraisal of the property and of changes
over the prior tax year.

{p} The notice must advise the taxpayer that in order to be
eligible for a refund of taxes from an appeal of the
classification or appraisal, the taxpayer is required to pay the
taxes under protest as provided in 15-1-402.

(3} If the owner of any land and improvements 1is
dissatisfied with the appraisal as it reflects the market value
of the property as determined by the department or with the
classification of the land or improvements, the owner may reguest
an assessment review by submitting an objection in writing to the
department, on forms provided by the department for that purpose,
within 30 days after receiving the notice of classification and
appraisal from the department. The review must be conducted
informally and is not subject to the contested case procedures of
the Montana Administrative Procedure Act. As a part of the
review, the department may consider the actual selling price of
the property, independent appraisals of the property, and other
relevant information presented by the taxpayer in support of the
taxpayer’s opinion as to the market value of the property. The
department shall give reasonable notice to the taxpayer of the
time and place of the review. After the review, the department
shall determine the correct appraisal and classification of the
land or improvements and notify the taxpayer of its
determination. In the notification, the department shall state
its reasons for revising the classification or appraisal. When
the proper appraisal and classification have been determined, the
land must be classified and the improvements appraised in the
manner ordered by the department.

{(4) Whether a review as provided in subsection (3} is held
or not, the department may not adjust an appraisal or
classification upcon the taxpayer’s objection unless:

(a) the taxpayer has submitted an objection in writing; and

(b} the department has stated its reason in writing for
making the adjustment.

(5) A taxpayer’'s written objection to a classification or
appraisal and the department’s notification to the taxpayer of
its determination and the reason for that determination are
public records. The department shall make the records available
for inspection during regular office hours.

(6) If any property owner feels aggrieved by the
classification or appraisal made by the department after the
review provided for in subsection (3), the property owner has the
right to first appeal to the county tax appeal board and then to
the state tax appeal board, whose findings are £final subject to
the right of review in the courts. The appeal to the county tax
appeal board must be filed within 30 days after notice of the
department’s determination is mailed to the taxpayer. A county
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tax appeal board or the state tax appeal board may consider the
actual selling price of the property, independent appraisals of
the property, and other relevant information presented by the
taxpayer as evidence of the market value of the property. If the
county tax appeal board or the state tax appeal board determines
that an adjustment should be made, the department shall adjust
the base value of the property in accordance with the becard’s
corder."

Section 4. Section 15-7-111, MCA, is amended to read:

"15-7-111. Periodic revaluation of c¢ertain taxable
property. (1) The department of revenue shall administer and
supervise a program for the revaluation of all taxable property
within &he—state clagses three, four, and ten. All other
property must be revalued annually., The department—shait—cemplete
Eais revaluation pregramby of class three, four, and ten
property is complete on December 31, 1996. A—eowmprehensive

Wfi%%eﬁ—f&&?pfﬁ&%&%—ﬁﬂiﬁ%%&ﬁﬂ%4%%1&Eemﬁ%ga%eé—by—ﬁhe~é6?af%me§%7

£ rsstoners—of—ecach—eounty- The amount
of the change in wvaluation from the 1996 base vear for each
property in classes three, four, and ten must be phased in each
vear akt the rate of 2% of the total change in valuation.

(2) The department shall value and phase in the value of
newly constructed, remodeled, or reclassified property in a
manner consistent with the valuation within the same class and
the values established pursuant to subsection (1) . The
department shall adopt rules for determining the assessed
valuation and phased-in value of new, remodeled, or reclassified
property within the same class.

42+(2) Beginning January 1+—399% 2007, the department of
revenue shall administer and supervise a program for the
revaluation of all taxable property within Ehe-state—at—teast
exery—-I-—years classes three, four, and ten. A comprehensive
written reappraisal plan must be promulgated by the department.
The reappraisal plan adopted must provide that all ¢lass three,
four, and ten property in each county be is revalued at—least
every by January 1, 2010, and each succeeding 3 years. The
department shall furnish a copy of the plan and all amendments to
the plan to the board of county commissioners of each county."

Section 5. Section 15-10-401, MCA, 1ls amended to read:

"15-10-401. Declaration of policy. (1) The state of
Montana’s reliance on the taxation of property to support
education and local government has placed an unreasonable burden
on the owners of all classes shree—feur—sdix—nine —twelve—and
fourteen of property—as—these—elasseg-are—defined described in
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Title “b chapter 6, part 1.

4+5+(2) The Except as provided in 15-10-412, the people of
the state of Montana declare that it is the policy of the state
of Montana that no further property tax increases be imposed on
propexty e%asses—%hfeeT—%ea%——s&*—uﬂ&ﬁe——twe%veﬁ—aﬁé—feﬁf%QEQ
In order to reduce volatility in property taxation and in order
to _reduce taxpaver uncertainty, it is the policv of the
legislatbure to develop alternatives to market value for purposes
of taxation."

Section 6. Section 15-10-402, MCA, is amended to read:

®15-10-402. Property tax limited to 1986 1996 levels. 43+
Except ag provided in subseetions—{3—end—{3+ 15-10-412, the
amount of taxes levied on property described in 356333+
oA -and—tE—6—336 Title 15, chapteyr 6, part 1, may not, for

any taxing jurisdiction, exceed the amount levied for texable tax
year E986 1996.

Section 7. Section 15-10-412, MCa, is amended to read:
A5-10-4132. Property tax limited to1986-tevels limit --
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e%afé%éea%éen»_——ex%enﬂéeﬁw£e~a%%-pfepereyme%aeﬂeﬁ exception.
Section 15-10- 402 15 dpterpretod-and-elarified ilmplemented as
follows:

(l) [sa) TSNS B TR SEENE U RPN S W 10905 1 amzal 1 e s e « Eeere N
= L i J S S 4 quu AnpLENE 7 S S S \er B A § = e - ) A St g WL S el o g 4 - [ ut}yij S
r

g I Y

2+ The limitation on the amount of taxes lev1ed 3
interpreted—to—mean means that, except as otherwise provided in
this section, the ae&&&%%ﬁﬁ&%&&%f}ﬁﬁ%4EE—aﬁ—&ﬁé&%&éﬂa%wpfepef€y

total amount of taxes levied by each taxing unit is capped at the
dollar amount due levied in each taxing unit for the 398& 1896

tax year—Ip—taz-—years—thereafter—tho-property-must—be—taxed—3n
eaeh4ﬁﬁEHﬁf%ﬁ&%“&E4HﬁF&9%6~aﬁ}{Hh%ﬁe—ﬁﬁﬁ%ﬁﬁ%ﬁé—%ﬁ&%ﬁﬁﬁ&&e

laoama £
ot £

e PEPR LR SUP NP gy e
teas—for—eaehtaseinag—unit,
except in a taxing unit that levied a tax in tax years 1883 1993
through #9985 1995 but did not levy a tax in #5386 1996, in which
case the ae%ﬁa&—%aﬂm&&ab&%&ey—éef—aﬁ—&ﬁé&v&éea%—pfepefﬁy—é& taxes
ievied are capped at the dollar amcunt due in that taxing unit
for the #8585 1835 tax year.
433+ (2) The limitation on the amount of taxes levied does
ot prohibit e—further an increase in the total texsble—valuwatien
¥ taxes levied by a taxing unit as a result of:
(a) annexation of real property and improvements intoc a
taxing unit;
(b} construction, expansion, or remodeling of improvements;
(¢) transfer of property intoc a taxing unit;
(d) subdivision of real property;
fe) reclassification of property;
(f) increases in the amount of production or the value of
production for property described in 15-6-131 or 15-6-132;
{py transfer of property from tax-exempt to taxable status;

P . I PO BT - P | PR SNE I S0 T
%TCA.LL.( LA INT mi._-l—;) [ S S e agy huny we 2] Yywil.Ll LTV —_—

or
i

(h) revaluations caused by-+

~+t%~—eye%&ea%—feappfafsa}*-ef

(ii) expansion, addition, replacement, or remodeling of
improvements.

(3) The limitation on the amount of taxes levied does not
prohipit an increase in the total taxes levied by a taxing unit
in order tc compensate the taxing unit for any loss in the total

amount of nonlevy revenue received in 1996 from taxeg imposed
under Title 15, c¢hapter 23, part 7, and Title 15, chapter 36,

-+ £ ; —repiacement,—or—remedelingof
tmprovemento—ehat—adds—value—teo—the propertyr—or
L1 e sl
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saeh-—taxing—unit-based—en—1586—millastewiad-

47+(4) The limitation on the amount of taxes, as clarified
in this section, is intended to leave the property appraisal and
valuation methedeteogy methodologies of the department of revenue
intact . Detrerminations of county classifications, salaries of
local government officers, and all other matters in which total
taxable valuation is an integral component are not affected by
15-10-401 and 15- 10- 402 exeep%~éefu&he—aseweé—%aﬁab}e—va}uaeieﬂ

-g—taxable—valuation—deereases—byS5—ormore—fromEthe1586
tox—year— FE Except as provided in subsection (5){(d), if a taxing

unit’s taxable valuation decreases by—S%er-mere from the 3586
1996 tax year, it may levy additicnal mills to compensate for the
decreased taxable valuation, but the mills levied may not exceed
a number calculated to equal the revenue from property taxes for
the 3986 1996 tax year in that taxing unit.

(b)Y If a levy authorized under Title 20 raised legs revenue
in 3986 1996 than was raised in either 1584 1994 or %585 1995, *rn
which-ease the taxing unit may, after approval by the voters in
the taxing unit, raise each year thereafter an additional number
of mills but may not levy more revenue than the 3-year average of
revenue raised for that purpose during 4584 1994, +585 1995, and
986 19386+,
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(¢) If a levy authorized in 50-2-111 that was made in 198%&
996 was for less than the number of mills levied in either 31984
1934 or 985 1995, Fp—whieb-sagse the taxing unit may, after
approval by the voters in the taxing unit, levy each year
thereafter an additional number of mills but may not levy more
than the 3-year average number of mills levied for that purpose
during 584 1994, #9585 1985, and 3586 1996.

(d) If a taxing unit’s taxable valuation decreases by more

than 5% in any vear, it may levy additional mills by following
either procedure provided for in subsection (7) {a).

(8; (E‘ Breont oo B¥e L dod 3 EE H, f

-
e

subseetion—{Fta—are—gaktisiieds .

483-{6}) The limitation on the amount of taxes levied does
not apply to the following levy or special assessment categories,
whether or not they are based on commitments made before or after
apprcval of 15-10-401 and 15-10-402:

{(a) rural improvement districts;

{b) special improvement districts;

(c) levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

{d) city street maintenance districts;

(e} tax increment financing districts;

(£) satisfaction of judgments against a taxing unit;

(g) street lighting assessments;

(h) revolving funds to support any categories specified in
this subsection 45+ (6}

(1) levies for economic development authorized pursuant to
90-5-112(4) ;

(j) levies authorized under 7-6-502 for juvenile detenticn
programs;

(k) levies authorized under 76-15-531 and 76-15-532 for
conservation district special administrative assessments;

{1) elementary and high school districts; and

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

4+38+(7) (a) The limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing unit
approve an increase in tax liability:

(i) following a resolution of the governing body of the

B21106CC.STS



April 17, 1997
Page 11 of 15

taxing unit containing:

4a+(A) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401 and
15-10-402;

-+ (B) an explanation of the nature of the financial
emergency;

“e}-(C) an estimate of the amount of funding shortfall
expected by the taxing unit;

“&+(D) a statement that applicable fund balances are or by
the end of the fiscal year will be depleted;

e+ (E) a finding that there are no alternative sources of
revenue;

+£+(F) a summary of the alternatives that the governing
body of the taxing unit has considered; and

4g+{G) a statement of the need for the increased revenue
and how it will be used—; or

(i) by a vote pursuant to this subsection (7)(a) {ii). The
approval or redection of a levy that does not follow the
procedure in subsection (7)(a) (i) is decided in the following
manney :

‘AY determine the total number of qualified electors of the
taxing unit from the list of electors supplied by the county
registrar for the election;

‘B determine the total number of gualified electors who
voted at the taxing unit election from the tally sheets for the
glect:ion; and _

(C)  ecalculate the percentagqe of qgualified electors voting
at the election by dividing the number determined in subsection
(7)) (a) (11) (A} by the number determined in subsection
(7) (a) (11) (B),

(b) _ When the calculated percentage in subsection
(7M1{a){11)(C) is 40% or more, the levy is considered to have been
approved and adopted if a majority of the votes are cast in favor
of the propogiticn, otherwise it is considered to have been
rejected.

(¢) _The election provigions of thisg section do_not apply to
school levy elections.

4333-(8) (a) The limitation on the amount of taxes levied
does not apply to levies required to address the funding of
relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity.

(b} The limitation set forth in this chapter on the amount
of taxes levied does not apply to levies to support:

(1) & city-county board of health as provided in Title 50,
chapter 2, if the governing bodies of the taxing units served by
the board of health determine, after a public hearing, that
public health programs require funds to ensure the public health.
A levy for the support of a local board of health may not exceed
the 5-mill limit established in 50-2-111.
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(ii) county, city, or town ambulance services authorized by
a vote of the electorate under 7-34-102(2); and

(iii) a rail autherity, as provided in Title 7, chapter 14,
part 16, authorized by a board of county commissioners. A levy
for the support of a rail authority may not exceed the 6-mill
limit established in 7-14-1632.

43+2+(9) The limitation cn the amount of taxes levied by a
taxing jurisdiction subject toc a statutory maximum mill levy does
not prevent a taxing jurisdiction from increasing its number of
mills beyond the statutory maximum mill levy to produce revenue
equal to its 586 13996 revenue.

423+ (10) The limitation on the amount of taxes levied does
not apply to a levy increase to repay taxes paid under protest in
accordance with 15-1-402.

4+ (11) A taxing jurisdiction that included special
improvement district revelving fund levies in the limitation on
the amount of taxes levied prior to April 22, 1333, may continue
to include the amount of the levies within the dollar amount due
in each taxing unit for the 1986 tax year even if the necessity
for the revolving fund has diminished and the levy authority has
been transferred."

Section 8. Section 15-36-323, MCA, is amended to read:

"15-36-323. Calculation of unit value. For the purposes of
distribution of oil and natural gas production taxes to county
and school taxing units for production from pre-1985 wells, the
department shall determine the unit value of o0il and natural gas
for each taxing unit as follows:

(1) Subject to the conditions of subsection (3), the unit
value for oil for each taxing unit is the quotient obtained by
dividing the net proceeds taxes calculated on oil produced and
scld in that taxing unit in calendar year 1988 by the number of
barrels of o0il produced in that taxing unit during 1988,
excluding post-1985 wells.

{2) Subject to the conditions of subsection (3), the unit
value for natural gas is the quotient obtained by dividing the
net proceeds taxes calculated cn natural gas produced and sold in
that taxing unit in calendar year 1988 by the number of cubic
feet of natural gas produced in that taxing unit during 1988,
excluding post-1985 wells.

{(3) The amount of net proceeds taxes calculated under
subgections (1) and (2) may not include the amount of taxes that
are attributable to a finapeial-emergeney voted levy, as
described in 15-10-412-4363+(7)., for which additicnal mills were
levied in fiscal year 1990."

Section 9. Section 77-1-208, MCA, is amended to read:
n77-1-208. Cabin site licenses and leases -- method of
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establishing value. (1) The board shall set the annual fee based
on full market value for each cabin site and for each licensee or
lessee who at any time wishes to continue or assign the license
or lease. The fee must attain full market value based on
appraisal of the cabin site value as determined by the department
of revenue. The licensee or lessee has the option to pay the
entire fee on March 1 or to divide the fee into two equal
payments due March 1 and September 1. The value may be increased
or decreased as a result of the statewide periodic revaluation of
property pursuant to 15-7-111 without any adjustments as a result
of phasing in values. An appeal of a cabin site value determined
by the department of revenue must be conducted pursuant to Title
15, chapter 2.

(2) The board shall set the fee of each initial cabin site
license or lease or each current cabin site license or lease cf a
person who does not choose to retain the license or lease. The
initial fee must be based upon a system of competitive bidding.
The fee for a person who wishes to retain that license or lease
must be determined under the method provided for in subsection
(1) .

(3) The board shall follow the procedures set forth in 77-
6-302 through 77-6-306 for the disposal or valuation of any
fixtures or improvements placed upon the property by the then-
current licensee or lessee and shall require the subsequent
licensee or lessee whose bid is accepted by the board to purchase
those fixtures or improvements in the manner required by the
board."

NEW SECTION. Section 10. Property tax committee. (1)
There is an interim property tax committee. The committee
consists of 12 members. The speaker of the house shall appoint
six house members, three from each party, and the senate
committee on committees shall appoint six senate members, three
from each party.

(2) The committee may study all aspects of the state
property tax system and shall prepare a menu cof alternatives to
revige, reform, or replace the property tax system. The
alternatives should include methods that remove volatility from
the valuation of property. The alternative methods should
include options designed to supplement or replace the current
valuation system in order to prevent the exclusive reliance on
market value. ‘ ‘

(3) In order to provide a wide-ranging series of options for
consideration, each individual member of the committee may pursue
proposals independently and receive staff assistance on the
proposals. The committee may discuss and make suggestions on all
proposals. A vote of one-fourth of the members may include a
propesal on the menu of alternativesg. The menu of alternatives
must be presented to the 56th legislature.
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{4) The committee may solicit the advice of appropriate
persons and entities as the committee considers necessary.

(5} The legislative branch shall provide staff support toc
the committee. The committee may contract for services as the
committee considers necessary.

NEW SECTION. Section 11. Extension of 1997 deadlines
relating to property taxation. As a result of the change in the
phasein of reappraisal for class three, four, and ten property
enacted by the 55th legislature, it is not possible to comply
with certain statutory deadlines relating to appraisals,
agsessmentg, reimbursements, budgets, and collection of property
taxes. The state apprailsal and assessment process will be
delayed, which in turn will cause delays for the tax appeal
boards and local government taxing jurisdiction budgeting and
collection prcecesses. Therefore, for tax yesar 19597, all
deadlines are extended as necessary and reascnable, except the
time limits allowed for filing an appeal remain the same as
provided by law in order to allow for the orderly and efficient
assessment and collection of taxes.

NEW SECTION. Section 12. Appropriation. There is
appropriated from the general fund to the legislative branch
$100,000 for the biennium for operating expenses and personnel
services for operations of the property tax committee established
in [section 10].

NEW SECTION. Section 13. Appropriation carryover,
Notwithstanding the provisions of 17-7-304, the department of
revenue may carry over into the fiscal year commencing July 1,
1837, up to $425,000 of the unexpended portion of the
appropriation to the department for the biennium ending June 30,
18S87.

NEW_SECTION. Section 14, Repealer. Section 15-10-411, MCA,
is repealed.

NEW SECTION. Section 15. Effective date -- retroactive
applicability. [This act] is effective on passage and approval,
and [sections 1 through 9] apply retroactively, within the
meaning of 1-2-10%, to property tax vears beginning after
December 31, 1996."
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And that this FREE Conference Committee report be adopted.

For the Senate: For the/Holuse:

e
Rep. Chase Hlbbard ‘Chalr

- /‘/
T Zﬁj Mo,

Rep Robert Story

ok

Rep, Dan Harrington

Sec. of .Senate
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DATE.”

STATEMENT OF INTENT

A statement of intent is required for this bill because 15-7-111 gives rulemaking authority to the

e~ PHASING IN
NEWLY CONSTRUCTED, REMODELED, AND RECLASSIFIED PROPERTY CONSISTENT WITH THE PHASING

IN OF REAPPRAISED PROPERTY. THE LEGISLATURE CONTEMPLATES THAT THE RULES ADOPTED BY

THE DEPARTMENT SHQULD ADDRESS, AT A MINIMUM, THE MANNER IN WHICH THE REAPPRAISED

PORTION OF NEW, REMODELED, OR RECLASSIFIED PROPERTY WILL BE DETERMINED AND PHASED IN.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
(Refer to Reference Bill)

Strike everything after the enacting clause and insert:

Section 1. Section 7-6-2514, MCA, is amended to read:

"7-6-2514. Tax limitation applicable. The property tax limitation to-1986-levels-urdas contained
in Title 15, chapter 10, part 4, applies to the county public safety levy authorized in 7-6-2513. The
limitation is determined by the total tax levied for the county general fund. The first year that a county
public safety tax is levied, the public safety levy and the genera! fund levy may not exceed the prior year's

county generat fund levy. In subsequent years, any increases in the public safety levy and the general fund

| Le, islative
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levy are limited under Title 15, chapter 10, part 4."

Section 2. Section 15-6-134, MCA, is amended to read:

"156-6-134. Class four property -- description -- taxable percentage. (1) Class four property
includes:

{a) all land, except that specifically included in another class;

{b} all improvements, including trailers or mobile homes used as a residence, except those
specifically included in another class;

(c) the first $100,000 or less of the market value of any improvement on real property, inciuding
trailers or mobile homes, and appurtenant land not exceeding 5 acres owned or under contract for deed and
actually accupied for at least 7 months a year as the primary residential dwelling of any person whose total
income from all sources, including net business income and otherwise tax-exempt income of all types but
not including social security income paid directly to a nursing home, is not more than $15,000 for a singte
person or $20,000 for a married couple or a head of household, as adjusted according to subsection
{2}{b)(ii). For the purposes of this subsection (1}(c), net business income is gross income less ordinary
operating expenses but before deducting depreciation or depletion allowance, or both.

(d) all golf courses, including land and improvements actually and necessarily used for that
purpose, that consist of at least nine holes and not less than 3,000 lineal yards; and

(e) all improvements on land that is eligible for valuation, assessment, and taxation as agricultural
land under 15-7-202, including 1 acre of real property beneath improvements on land described in
15-8-133(1}{c). The 1 acre must be valued at market value.

(2) Class four property is taxed as follows:

(a) (i} Except as provided in 15-24-1402 or 15-24-1501 and subsection (2}{a)(ji) of this section,

property described in subsections {1}{a), (1)(b), and (1)(e} of this section is taxed at 3.86% of its market

value.

{ii}_The taxable percentage rate in subsection (2)(a}{i} must be adjusted downward by subtracting

0.022 percentage points each year until the tax rate is equal to_or iess than 2.78%.

(b) (i) Property qualifying under the praperty tax assistance program in subsection (1}(c) is taxed

at 3-86% the_rate provided in subsection {2}(a}{i} of its market value multiplied by a percentage figure

based an income and determined from the following table:

Rl.;gr’s{ative
ervices .3
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11

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Income Income Percentage
Single Person Married Couple Multiplier

Head of Household

$ 0-%6,000 $ 0-%$8,000 20%
6,001 - 9,200 . 8,001 - 14,000 50%
9,201 - 15,000 14,001 - 20,000 70%

{ii} The income levels contained in the table in subsection (2)(b}i}] must be adjusted for inflation
annually by the department of revenue. The adjustment to the income levels is determined by:

(A} muitiplying the appropriate dollar amount from the table in subsection (2)(b}(i) by the ratio of
the PCE for the second quarter of the year prior to the vear of application to the PCE for the second guarter
of 1995; and

(B) rounding the product thus obtained to the nearest whole dollar amount,

(iii} "PCE" means the implicit price deflator for personal consumption expenditures as published
quarterly in the Survey of Current Business by the bureau of econamic analysis of the U.S. dep.artment of
commerce.

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

(3) Within the meaning of comparable property, as defined in 15-1-101, property assessed as
commercial property is comparable only to other property assessed as commercial property and property
assessed as other than commercial property is comparable only to other property assessed as other than

commercial property.”

Section 3. Section 15-7-102, MCA, is amended to read:

"16-7-102. Notice of classification and appraisal to owners -- appeals. {1} (a) The department
shall mail to each owner ar purchaser under contract for deed a notice of the classification of the land
owned or being purchased and the appraisal of the improvements on the land only if one or more of the
following changes pertaining to the land or improvements have been made since the last notice;

{i) change in ownership;

(i) change in classification;

{iii) except as provided in subsection {1}(b), change in valuation; or

{ Legislative
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{iv) addition or subtraction of personal property affixed to the land.

{b) After the first vear, the department is not required 1o mail the notice provided for in subsaction

{1){a){iii) if the change in valuation is the result of an incremental change in valuation caused by the phasing

in of a reappraisal,

{bi{c) The notice must include the following for the taxpayer’s informational purposes:

{i) the total amount of mills levied against the property in the prior year;

{iv}ii) a statement that the notice is not a tax bili.

{e¥(d) Any misinformation provided in the information required by subsection 4k} {1}{c) does not
affect the validity of the notice and may not be used as a basis for a challenge of the legality of the notice,

{2} (a) The department shall assign each assessment to the correct owner or purchaser under
contract for deed and mail the notice of classification and appraisal on a standardized form, adopted by the
department, containing sufficient information in a comprehensible manner designed to fully inform the
taxpayer as to the classification and appraisai of the property and of changes over the prior tax year.

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

(3} If the owner of any land and improvements is dissatisfied with the appraisal as it reflects the
market value of the proberty as determined by the department or with the classification aof the land or
improvements, the owner may request an assessment review by submitting an objection in writing to the
department, on forms provided by the department for that purpose, within 30 days after receiving the
notice of classification and appraisal from the department. The review must be conducted informally and
is not subject to the contested case broceduras of the Montana Administrative Procedure Act. As a part
of the review, the department may consider the actual selling price of the property, independent appraisals
of the property, and other relevant information presented by the taxpayer in support of the taxpayer’'s
opinion as to the market value of the property. The department shali give reasonable notice to the taxpayer
of the time and place of the review, After the review, the department shall determine the correct appraisal
and classification of the land or improvements and notify the taxpayer of its determination. In-the

notification, the department shail state its reasons for revising the classification or appraisal. When the
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praper appraisal and classification have been determined, the land must be classified and the improvements
appraised in the manner ordered by the department.

(4) Whether a review as provided in subsection (3) is held or not, the department may not adjust
an appraisal or classification upon the taxpayer's objection unless:

la) the taxpayer has submitted an objection in writing; and

{(b) the department has stated its reason in writing for making the adjustment.

(5) A taxpayer’'s written objection to a classification or appraisal and the department’s notification
to the taxpayer of its determination and the reason for that determination are public records. The
department shall make the records available for inspection during reguiar office hours.

(6} If any property owner feels aggrieved by the classification or appraisal made by the department
after the review provided for in subsection (3), the property owner has the right to first appeal to the
county tax appeal board and then to the state tax appeal board, whose findings are final subject to the right
of review in the courts. The appeal to the county tax appeal board must be filed within 30 days after notice
of the department’s determination is maited to the taxpayer. A county tax appeal board ar the state tax
appeal board may consider the actual selling price of the property, independent appraisals of the property,
and other relevant information presented by the taxpayer as evidence of the market value of the property.
If the county tax appeal board or the state tax appeal board determines that an adjustment should be mads,

the department shall adjust the base value of the property in accordance with the board’s order.”

Section 4. S'ection 16-7-111, MCA, is amended to read:

"15-7-111. Periodic revaluation of certain taxable property. (1) The department of revenue shall

administer and supervise a program for the revaluation of all taxable property within the-state classes three,

four, and ten. All other property must be revalued annually. The department-shall-sormplate-this revaluation

program-by of clasg three, four, and ten property is complete on December 31, 1996. A-comprohensive

amount of the change in_valuation from the 1996 base year for each property in classes three, four, and

ten must be phased in each year at the rate of 2% of the total change in valuation.

{2) The department shall value and phase in the value of newly constructed, temodsled, or
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reclassified property in a manner _consistent with the valuation within the same class and the values

established pursuant to subsectiocn (1). The department shall adopt rules for determining the assessed

valuation and phased-in value of new, remodeled, or reclassified property within the same class.

+2H3) Beginning January 1, 488¢ 2007, the department of revenue shall administer and supervise
a program for the revaluation of all taxable property within the-state-atleast-every-3—years classes three

four, and ten. A comprehensive written reappraisal plan must be promulgated by the department. The

reappraisal plan adopted must provide that all class three, four, and ten property in each county be is

revalued atleast-overy by January 1, 2010, and each succeeding 3 years. The department shall furnish a

copy of the plan and all amendments to the plan to the beard of county commissioners of each county.”

Section 5. Section 15-10-401, MCA, is amended 10 read:

"15-10-401. Declaration of policy. (1) The state of Montana’s reliance on the taxation of property
to support education and local government has placed an unreasonable burden on the owners of all classes
threa—four—sik—hire—twelvo—and-fourtean of property—asthoso-classes-aro-defined described in Title 15,
chapter 6, part 1,

{84{2) The Except as provided in 15-10-412, the people of the state of Montana declare that it is

the policy of the state of Montana that no further property tax increases be imposed on property slasses

thraa—four—shhire—twelve—and-fourtean. |n order to reduca volatility in property taxation and in order

to reduce taxpayer uncertainty, it is the policy of the legisiature to develop alternatives to market value for

purposes of taxation.”

Section 6. Section 15-10-402, MCA, is amended to read:

r
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"15-10-402. Property tax limited to 1988 1996 levels. {1 Except as provided in subsections+2}
andg{3} 15-10-412, the amount of taxes levied on property described in 3b-6-133-16-68-134-and-16-6-136

Title 15, chapter 6, part 1, may not, for any taxing jurisdiction, exceed the amount levied for taxable tax

yvear +886 1996.

Section 7. Section 15-10-412, MCA, is amended to read:
"16-10-412. Property tax limited-to—1886-levale limit -- clarification———oxtencion-to-all-prepsity
classas exception. Section 15-10-402 is irterpreted-and-clarified implemented as follows:

&4 The limitation on the amount of taxes levied is-interpreted—to-mean means that, except as
otherwise provided in this section, the actualtax-tability for-an-individual-propecty total amount of taxes

levied by each taxing unit is capped at the dollar amount due levied in each taxing unit for the 3986 1996

&, except in a taxing unit
that levied a tax in tax years 1983 1993 through 3888 1995 but did not levy a tax in 3886 1996, in which
case the astual-tax-liabilityfer-anindividual-preperty-is taxes levied are capped at the dollar amount due

in that taxing unit for the 38886 1995 tax year.

£3}{2) The limitation on the amount of taxes levied does not prohibit a-further an increase in the

total taxable—valuation-of taxes [evied by a taxing unit as a result of:

{Le islative
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1 {a) annexation of real property and improvements into a taxing unit;
2 (b} construction, expansion, or remodeling of improvements;

(c) transfer of property into a taxing unit;

(d) subdivision of reai property;

(e} reclassification of property;

{f} increases in the amount of production or the value of production for property described in
15-6-131 or 15-6-132;

{(g) transfer of property from tax-exempt to taxable status; or

{h) revaluations caused bys

{—eyehcal-reappraical—or

o O W N bW

—_

11 #i} expansion, addition, repiacement, or remodeling of improvements.
12 {3} The limitation on the amount of taxes levied does not prohibit an_increase in the total taxes
13 levied by a taxing unit in order to compensate the taxing unit for any loss in the total amount of nonlevy

14 revenue received in 19986 from taxes imposed under Title 15, chapter 23, part 7, and Titie 15, chapter 36

156 part 3.
16

17
18
19
20
21
22
23
24
25
26
27
28
29

30
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1
2
3
4
5
6
7
8 {7H4) The limitation on the amount of taxes, as clarified in this section, is intended to leave the
9  property appraisal and valuation methedolegy methodologies of the department of revenue intact.
10 Determinations of county classifications, salaries of local government officers, and all other matters in

11 which total taxabie valuation is an integral component are not affected by 15-10-401 and 15-10-402 except

17 or—rore—from—the-1886tax—year- H Except as provided in subsection (5)(d), if a taxing unit's taxabie
18 valuation decreases by—b%—or—rmere from the 1886 1996 tax vyear, it may levy additional mills to

19 compeansate for the decreased taxable valuation, but the mills levied may not exceed a number calculated
20 to equal the revenue from property taxes for the 3988 1996 tax year in that taxing unit.

21 {b) If a levy authorized under Title 20 raised less revenue in 1986 1996 than was raised in either
22 ~ 38984 1994 or 1886 1995, in-whish-case the taxing unit may, after approval by the voters in the taxing
23 unit, raise each year thereafter an additional number of mills but may not levy more revenue than the 3-year
24 average of revenue raised for that purpose during 4884 1994, 1988 1995, and 4988 1996;.

25 (c} If alevy authorized in 50-2-111 that was made in 3886 1996 was for less than the number of
26 mills ievied in either 1884 1994 or 1886 1335, in-which-case the taxing unit may, after approval by the
27  votersin the taxing uni_t, levy each year thereatter an additional number of mills but may not levy more than
28  the 3-year average number of mills ievied for that purpose during 4884 1994, 1986 1995, and 1988 1996.

29 {d} If a taxing unit’s taxable valuation decreases by more than 5% in any year, it may levy

30 additional mills by following either procedure provided for in_subsection_{7){a).
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8M6) The limitation on the amount of taxes levied does not apply to the following levy or special

assessment categories, whether or not they are based on commitments made before or after approval of

15-10-401 and 15-10-402:

(@) rural improvement districts;

(b) special improvement districts;

(c) levies pledged for the repayment of bonded indebtedness, including tax increment bonds;
(d} city street maintenance districts;

{e) tax increment financing districts;

{f) satisfaction of judgments against a taxing unit;

(g) street lighting assessments;

{n} revolving funds to support any categories specified in this subsection {8} (6);

{i) levies for economic development authorized pursuant to 90-5-112{4};

{j} levies authorized under 7-6-602 for juvenile detention programs;

(k) levies authorized under 76-15-531 and 76-15-532 for conservation district special

administrative assessments;

] eleméntarv and high school districts; and
(m} voted poor fund levies authorized under 53-2-322,

H0)(7) {a) The limitation on the amount of taxes levied does not apply in a taxing unit if the voters

in the taxing unit approve an increase in tax liability;

(i) following a resolution of the governing body of the taxing unit containing:

{24 A) a finding that there are insufficient funds to adequately operate the taxing unit as a result

of 15-10-401 and 15-10-402;
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{b}(B] an explanation of the nature of the financial emergency;

{eHC) an estimate of the amount of funding shortfall expected by the taxing unit;

{e}{D) a statement that applicable fund balances are or by the end of the fiscal year will be
depleted;

{e}{E} a finding that there are no alternative sources of revenue;

{8(F) asummary of the alternatives that the governing body of the taxing unit has considered; and

tgH(G) a statement of the need for the increased revenue and how it will be used-; or

{ii}_by a vote pursuant to this subsection {7}{a}lii). The approval or rejection of a levy that does

not follow the procedure in subsection (7}(alli) is decided in the following manner:

(A) determine the totai number of qualified electors of the taxing unit from the list of electors

supplier by the county registrar for the election;

{B) determine the total number of gqualified electors who voted at the taxing unit election from the

tally sheets for the election; and

{C] calculate the percentage of quailified electors voting at the election by dividing the number

determined in subsection (7){a)(ii)(A] by the number determined in subsection {7}{a}(ii}{B}.

{b) When the calculated percentage in_subsection (7)(a){ii}{C) is 40% or more, the levy is

considered to have been approved and adopted if a majeority of the votes are cast in favor of the

proposition, otherwise it is considered to have been rejected,
(c)_The election provisions of this section do _not apply to schoal levy elections.

443(8) {a) The limitation on the amount of taxes levied does not apply to levies required to address

the funding of relief of suffering of inhabitants caused by famine, conflagration, or other public calamity.

{b) The limitation set forth in this chapter on the amount of taxes levied does not appiy to levies
to support:

(i} acity-county board of heaith as provided in Title 50, chapter 2, if the governing bodies of the
taxing units served by the board of health determine, after a public hearing, that public health programs
require funds to ensure the public health. A levy for the support of a local board of health may not exceed
the 5-mill limit established in 50-2-111,

(ii) county, city, or town ambulance services authorized by a vote of the electorate under
7-34-102(2); and

(iii} a rail authority, as provided in Title 7, chapter 14, part 16, authorized by a board of county

{Legistative
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commissioners. A levy for the support of a rail authority may not exceed the 6-mill limit established in
7-14-1632.

£-24(9) The limitation on the amount of taxes levied by a taxing jurisdiction subject to a statutory
maximum mill levy does not prevent a taxing jurisdiction from increasing its number of mills beyond the
statutory maximum mill levy to produce revenue equal to its 4886 1996 revenue.

+433+{10] The limitation on the amount of taxes levied does not apply to a levy increase to repay
taxes paid under protest in accordance with 15-1-402.

4H4{11) A taxing jurisdiction that included special improvement district revolving fund levies in the
limitation on the amount of taxes levied prior to April 22, 1993, may continue to include the amount of the
levies within the dollar amount due in each taxing unit for the 1986 tax year even if the necessity for the

revolving fund has diminished and the levy authority has been transferred.”

Section B. Section 156-36-323, MCA, is amended to read:

"156-36-323. Calculation of unit value. For the purposes of distribution of oil and natural gas
production taxes to county and school taxing units for production from pre-1985 wells, the department
shall determine the unit value of oil and natural gas for each taxing unit as follows:

(1} Subject to the conditions of subsection (3}, the unit value for oil for each taxing unit ic the
quotient obtained by dividing the net proceeds taxes calculated on oil produced and sold in that taxing unit
in calendar year 1988 by the number of barrels of oil produced in that taxing unit during 1988, excluding
post-1985 wells.

(2) Subject to the conditions of subsection (3), the unit value for natural gas is the quotient
obtained by dividing the net proceeds taxes calculated on natural gas produced and sold in that taxing unit
in calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988,
excluding post-1285 wells.

{3) The amount of net proceeds taxes calculated under subsections (1) and {2) may not include
the amount of taxes that are attributable to a firansial—emergensy voted levy, as described in
15-10-41 28847}, for which additional mills were levied in fiscal year 1990."

Section 9. Section 77-1-208, MCA, is amended to read:

"77-1-208. Cabin site licenses and leases -- method of establishing value. (1) The board shall set
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the annual fee based on full market value for each cabin site and for each licensee or lessee who at any
time wishes to continue or assign the license or lease. The fee must attain full market value based on
appraisal of the cabin site value as determined by the department of revenue. The licensee or lessee has
the option to pay the entire fee an March 1 or to divide the fee into two equal payments due March 1 and
September 1. The value may be increased or decreased as a result of the statewide periodic revaiuation of

property pursuant to 15-7-111 without any adjustments as a result of phasing in values. An appeal of a

cabin site value determined by the department of revenue must he conducted pursuant to Title 15, chapter
2.

(2} The hoard shall set the fee of each initial cabin site license or lease or each current cabin site
license or lease of a person who does not choose to retain the license or lease. The initial fee must be
based upon a system of competitive bidding. The fee for a person who wishes to retain that license or lease
must be determined under the method provided for in subsection (1).

{3} The board shall follow the procedures set forth in 77-6-302 through 77-6-306 for the disposal
or valuation of any fixtures or improvements placed upon the property by the then-current licensee or lessee
and shall require the subsequent licensee or lessee whose bid is accepted by the board to purchase those

fixtures or improvements in the manner required by the board.”

NEW SECTION. Section 10. Property tax committee. (1) There is an interim property tax

committea. The committee consists of 12 members. The speaker of the house shall appaint six house
members, three from each party, and the senate committee on committees shall appoint six senate
members, three from each party.

(2) The committee méy study all aspects of the state property tax system and shall prepare a menu
of alternatives to revise, reform, or replace the property tax system. The alternatives should include
methods that remove volatility from the valuation of property. The alternative methods should include
options designed to supplement or replace the current valuation system in order ta prevent the exclusive
reliance on market value.

{3} In order to provide a wide-ranging series of options for consideration, each individual member
of the committee may pursue proposals independently and receive staff assistance on the proposals. The
committee may discuss and make suggestions on all propasals. A vote of ane-fourth of the members may

include a proposal en the menu of alternatives. The menu of alternatives must be presented to the 56th
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legislature.

{4) The committee may solicit the advice of appropriate persons and entities as the committee
considers necessary.

(5) The legislative branch shall provide staff support to the committee. The committee may

contract for services as the committee considers necessary.

NEW SECTION. Section 11. Extension of 1997 deadlines relating to property taxation. As a resuit
of the change in the phasein of reappraisal for class three, four, and ten property enacted by the 55th
legislature, it is not possible to comply with certain statutory deadlines relating to appraisals, assessments,
reimbursements, budgets, and collection of property taxes. The state appraisal and assessment process
will be delayed, which in turn will cause delays for the tax appeal boards and local government taxing
jurisdiction budgeting and collection processes. Therefore, for tax year 1997, all deadlines are extended
as necessary and reasonable, except the time limits allowed for filing an appeal remain the same as

provided by law in order to allow for the orderly and efficient assessment and collection of taxes.

NEW SECTION. Section 12, Appropriation. There is appropriated from the general fund to the

legislative branch $100,000 for the biennium for operating expenses and personnel services for operations

of the property tax committee established in {secticn 10].

NEW SECTION. Section 13. Appropriation carryover. Notwithstanding the provisions of 17-7-304,
the department of revenue may carry over into the fiscal year commencing July 1, 1997, up to $425,000

of the unexpended portion of the apprapriation to the department for the biennium ending June 30, 1997.
NEW SECTION. Section 14. Repealer. Section 15-10-411, MCA, is repealed,

NEW SECTION. Section 15. Effective date -- retroactive applicability. [This act] is effective on
passage and approval, and [sections 1 through 9] apply retroactively, within the meaning of 1-2-109, ic
property tax years beginning after December 31, 1996, A

-END-
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