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A Bill for an Act entitled: "An Act revising the classification

of real property beneath a residential inprovenent on
agricultural land; providing that 1 acre of real property beneath
a residential inprovenent is classified as class four property
and val ued at nmarket val ue; anendi ng sections 15-6-134, 15-6-229,
15-7-202, and 15-7-206, MCA; and providing an imedi ate effective

date and a retroactive applicability date."

Section 1. Section 15-6-134, MCA, is anended to read:

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

(a) subject to subsection thHtey (1)(e), all land, except
that specifically included in another class;

(b) subject to subsection thtdyr (1) (e)

(1) all inmprovenents, including single-fam |y residences,
trailers, manufactured honmes, or nobile honmes used as a
resi dence, except those specifically included in another class;

(1i1) appurtenant inprovenents to the residences, including
the parcels of |and upon which the residences are | ocated and any
| easehol d i nprovenents;

(1i1) vacant residential lots; and

(tv) rental multifamly dwelling units.

(c) all inprovenents on land that is eligible for
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val uation, assessnent, and taxation as agricultural |and under
15- 7- 202;—netuding—t—acre—of —real—propertybenreath [and

i nprovenents on nonqualified agricultural |and described in

15-6-133(1)(c)]:

(d) 1 acre of real property beneath an i nprovenent used as

a residence on land that is eligible for valuati on, assessnent,

and taxation as agricultural | and under 15-7-202 [or as

nonqual i fied agricultural | and under 15-6-133(1)(c)]. The 1 acre

nmust be val ued at market val ue.

teh-(e) all commercial and industrial property, as defined
in 15-1-101, and i ncl uding:

(i) all comrercial and industrial property that is used or
owned by an individual, a business, a trade, a corporation, a
l[imted liability conpany, or a partnership and that is used
primarily for the production of incone;

(1i) all golf courses, including | and and i nprovenents
actually and necessarily used for that purpose, that consist of
at least nine holes and not |ess than 700 |ineal yards;

(ti1) comercial buildings and parcels of |and upon which
the buil dings are situated; and

(1v) vacant comrercial |ots.

(2) If a property includes both residential and conmmerci al
uses, the property is classified and appraised as foll ows:

(a) the land use with the highest percentage of total value
is the use that is assigned to the property; and

(b) the inprovenents are apportioned according to the use

of the inprovenents.
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(3) (a) Except as provided in 15-24-1402, 15-24-1501,

15- 24- 1502, and subsection (3)(b), class four residential
property described in subsections (1)(a) through tH€te) (1)(d) of
this section is taxed at 1.35% of market val ue.

(b) The tax rate for the portion of the market value of a
single-famly residential dwelling in excess of $1.5 mllion is
the residential property tax rate in subsection (3)(a) multiplied
by 1.4.

(c) The tax rate for commercial property is the residential
property tax rate in subsection (3)(a) nmultiplied by 1.4.

(4) Property described in subsection tHhteh{++) (1) (e)(ii)

is taxed at one-half the tax rate established in subsection

(3)(c)."

{Internal References to 15-6-134:
15-1-101x 15- 2-301x 15- 6- 156x 15- 6- 302x
15- 6- 305x 15- 6- 311x 15- 6- 311x 15- 7-102x
15- 7-102x 15- 7-103x 15-7-111x 15-8-111x
15-8-111x 15-8-111x 15- 8- 205x 15- 10- 420x

15-24-3001x 15-24-3201x 15- 24- 3201x  15- 30- 2336x }

Section 2. Section 15-6-229, MCA, is anended to read:

"15-6-229. Exenption for |land adjacent to transm ssion |ine
right-of-way easenent -- application -- limtations. (1) Subject
to the conditions of this section, foer—tax—yearsbeginnngafter
Pecerber—31,—266+- there is allowed an exenption from property
taxes for land that is within 660 feet on either side of the
m dpoi nt of a transm ssion |line right-of-way or easenent.

(2) (a) An owner or operator of a transm ssion |line shal

apply to the departnent for an exenption under this section on a
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form provided by the departnment. The application nust include a
| egal description ant, a digitized certificate of survey of the

property in the county for which the exenption is sought prepared

by a surveyor registered with the board of professional engineers
and professional |and surveyors provided for in 2-15-1763 ef—the
property—+nthe—ecountyfFor—whireh—the—exenption—+s—sought, and
other information required by the departnment. A separate
application nust be nmade for each county in which an exenption is
sought..

(b) An application for an exenption that would be in effect
for the tax year and subsequent tax years nmust be filed with the
departnment by March 1 in the tax year that the exenption is
sought..

(3) (a) The owner or operator of a transm ssion |ine shal
informthe departnment of any change in ownership of the land or
ot her circunstances that may affect the eligibility of the |and
for the exenption. The departnent shall determ ne whet her any
changes have occurred that affect the eligibility of the land for
t he exenpti on.

(b) The exenption allowed under this section does not apply
to:

(1) the boundaries of an incorporated or unincorporated
city or town;

(ii) a platted and filed subdi vision;

(ti1) tracts of land used for residential, comrercial, or
i ndustrial purposes; or

(tv) the 1 acre of |land beneath inprovenents on | and
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described in 15-6-133(1)(c) and—15-+266(2).
(4) For the purposes of this section, "transm ssion |ine"
means an electric line with a design capacity of 30
megavol tanperes or greater that is constructed after January 1,

2007."

{Internal References to 15-6-229: None.}

Section 3. Section 15-7-202, MCA, is anended to read:

"15-7-202. Eligibility of land for valuation as
agricultural. (1) (a) Contiguous parcels of land totaling 160
acres or nore under one ownership are eligible for valuation,
assessnment, and taxation as agricultural |and each year that none
of the parcels is devoted to a residential, comercial, or
i ndustrial use.

(b) (i) Contiguous parcels of |land of 20 acres or nore but
| ess than 160 acres under one ownership that are actively devoted
to agricultural use are eligible for valuation, assessnent, and
taxation as agricultural land if:

(A) the land is used primarily for raising and marketing,
as defined in subsection (1)(c), products that neet the
definition of agricultural in 15-1-101 and if, except as provided
in subsection (3), the owner or the owner's imediate famly
nmenbers, agent, enployee, or |essee markets not |ess than $1, 500
i n annual gross income fromthe raising of agricultural products
produced by the | and; or

(B) the parcels would have net the qualification set out in

subsection (1)(b)(i)(A were it not for independent, intervening
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causes of production failure beyond the control of the producer
or a marketing delay for econom c advantage, in which case proof
of qualification in a prior year wll suffice.

(11) Noncontiguous parcels of land that neet the incone
requi renment of subsection (1)(b)(i) are eligible for valuation,
assessnent, and taxation as agricultural |and under subsection
(1) (b) (i) if:

(A) the land is an integral part of a bona fide
agricultural operation undertaken by the persons set forth in
subsection (1)(b)(i) as defined in this section; and

(B) the land is not devoted to a residential, comrercial,
or industrial use.

(ii1) Parcels of land that are part of a fam|ly-operated
farm famly corporation, famly partnership, sole
proprietorship, or famly trust that is involved in Mntana
agricultural production consisting of 20 acres or nore but |ess
than 160 acres that do not neet the inconme requirenent of
subsection (1)(b)(i) may al so be val ued, assessed, and taxed as
agricultural land if the owner:

(A) applies to the departnment requesting classification of
the parcel as agricultural;

(B) wverifies that the parcel of land is greater than 20
acres but |less than 160 acres and that the parcel is |ocated
within 15 air mles of the famly-operated farmng entity
referred to in subsection (1)(b)(iii)(C; and

(C verifies that:

(I') the owner of the parcel is involved in agricultural
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production by submtting proof that 51% or nore of the owner's
Mont ana annual gross inconme is derived fromagricul tural
production; and

(I'l') property taxes on the property are paid by a famly
corporation, famly partnership, sole proprietorship, or famly
trust that is involved in Mntana agricultural production and 51%
of the entity's Montana annual gross incone is derived from
agricul tural production; or

(I'11) the owner is a sharehol der, partner, owner, or nenber
of the famly corporation, famly partnership, sole
proprietorship, or famly trust that is involved in Mntana
agricultural production and 51% of the person's or entity's
Mont ana annual gross inconme is derived fromagricul tural
pr oducti on.

(c) For the purposes of this subsection (1):

(1) "marketing" nmeans the selling of agricultural products
produced by the land and includes but is not [imted to:

(A) rental or lease of the land as long as the land is
actively used for grazing livestock or for other agricultural
pur poses; and

(B) rental paynents made under the federal conservation
reserve programor a successor to that program

(1i) land that is deveted—to+restdential—use—or—that—+s used
for agricultural buildings and is included in or is contiguous to
| and under the sanme ownership that is classified as agricultural
| and, other than nonqualified agricultural |and described in

15-6-133(1)(c), nust be classified as agricul tural |and;—ant—the

7 LC ag01



Unofficial Draft Copy
As of: August 23, 2016 (1:15pm
LCagO1
Fand—rrust—be—valved—as—provided—+n—15-7206.

(2) Contiguous or noncontiguous parcels of land totaling
| ess than 20 acres under one ownership that are actively devoted
to agricultural use are eligible for valuation, assessnent, and
taxation as agricultural each year that the parcels neet any of
the follow ng qualifications:

(a) except as provided in subsection (3), the parcels
produce and the owner or the owner's agent, enployee, or |essee
mar kets not | ess than $1,500 in annual gross incone fromthe
rai sing of agricultural products as defined in 15-1-101;

(b) the parcels would have net the qualification set out in
subsection (2)(a) were it not for independent, intervening causes
of production failure beyond the control of the producer or
mar keti ng delay for econom c advantage, in which case proof of
qualification in a prior year will suffice; or

(c) in a prior year, the parcels totaled 20 acres or nore
and qualified as agricultural |and under this section, but the
nunber of acres was reduced to | ess than 20 acres for a public
use described in 70-30-102 by the federal government, the state,
a county, or a nunicipality, and since that reduction in acres,

t he parcels have not been further divided.

(3) For grazing land to be eligible for classification as
agricultural |and under subsections (1)(b) and (2), the |and nust
be capabl e of sustaining a m ni num nunber of animal unit nonths
of carrying capacity. The m ni mum nunber of animal unit nonths of
carrying capacity nust equate to $1,500 in annual gross incone as

determ ned by the Montana state university-Bozeman departnent of
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agricultural econom cs and econom cs.

(4) The grazing on |land by a horse or other aninals kept as
a hobby and not as a part of a bona fide agricultural enterprise
is not considered a bona fide agricultural operation.

(5) The departnent may not classify land | ess than 160
acres as agricultural unless the owner has applied to have | and
classified as agricultural |and. Land of 20 acres or nore but
| ess than 160 acres for which no application for agricultural
classification has been made is valued as provided in
15-6-133(1)(c) and is taxed as provided in 15-6-133(3). If |and
has been val ued, assessed, and taxed as agricultural land in any
year, it nmust continue to be valued, assessed, and taxed as
agricultural until the departnment reclassifies the property. A
recl assification does not nean reval uation pursuant to 15-7-111

(6) For the purposes of this part, growing tinber is not an
agricultural use."

{Internal References to 15-7-202:

15-6-133x  15- 6- 133X 15-6-134a  15-7- 206a
15-7-208x  15-8- 111x 76-2-205x  76- 6- 109X
80-12-102x }

Section 4. Section 15-7-206, MCA, is anended to read:
"15-7-206. Inprovenents on agricultural land. 3 In
determining the total area of |and actively devoted to
agricultural use, there is included the area of all |and under
barns, sheds, silos, cribs, greenhouses, and |ike structures,
| akes, dams, ponds, streans, irrigation ditches, and |like

facilities.
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{Internal References to 15-7-206:
15- 6- 229a 15-7-202a }

NEW SECTI ON. Section 5. {standard} Effective date. [This

act] is effective on passage and approval.

NEW SECTI ON.  Section 6. {standard} Retroactive

applicability. [This act] applies retroactively, within the
meani ng of 1-2-109, to tax years beginning after Decenber 31,

2016, and to the reappraisal cycle beginning January 1, 2017.

- END -
{ Nane : Megan M Moor e
Title : Resear ch Anal yst
Agency : Mont ana Legi sl ative Services
Phone : 406- 444- 4496
E- Mai | : menoor e@t . gov}
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