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Historical Trends of Property Tax - Pertinent Legislation
(1995 — 2007)

54th Legislative Session — 1995

SB417 This bill reduced the taxable valuation rate applied to Class 8 business
equipment as follows:

Tax Year Tax Rate
1995 9%
1996 8%
1997 7%
1998+ 6%

55th Legislative Session — 1997

SB26/SB57 These bills exempted from property tax, and implemented fees in lieu of
tax on, truck canopy covers/toppers; campers; trailers, semitrailers, pole
trailers and travel trailers (SB26); buses, heavy trucks, truck tractors, and
the personal property attached to these vehicles; and quadricycles
(SB57).

SB195 This bill addressed the impact of the 1997 reappraisal by:

e phasing in the change in class 4 residential and commercial
properties at a rate of 2% per year (the Department adopted rules
providing for the phase-in of new construction and remodeling),

¢ reducing the taxable valuation rate applied to Class 4 properties by
0.022 percentage points each year; and

e requiring local governments (other than school districts) to levy no
more in property taxes (allowing for new construction) than the
amount levied for tax year 1996, without a vote of the electorate.

56th Legislative Session — 1999

HB128 This bill moved centrally assessed telecommunications property from
class 9 (taxed at 12%) to a newly created class 13 (taxed at 6%). In
addition, telecom service provider property was moved from class 7 (taxed
at 8%) to class 5 (taxed at 3%). Due to the federal 4R’s Act, these
reductions in taxable value for telecommunications property resulted in a




HB 174

SB111

SB184

reduction in the taxable valuation rate applied to class 12 railroad and
airline property.

This bill moved electrical generation property, including coal fired
generation plants and hydroelectric producing dams, from class 9 (taxed
at 12%) to the new class 13 (taxed at 6%). These reductions in taxable
value for electrical energy generation property resulted in an additional
reduction in the taxable valuation rate applied to class 12 railroad and
airline property.

This bill exempted all intangible personal property from property taxation.
Historically the department only taxed intangible personal property through
the unit valuation method that is associated with centrally assessed
properties.

This bill addressed the 1997 reappraisal as follows:

The assessed values of class 3 (agricultural land), class 4 (residential and
commercial real), and class 10 (forestland) properties were phased-in to
the full 1997 reappraisal value over a four-year period, beginning with tax
year 1999. Taxable valuation rates applied to property in classes 3, 4,
and 10 were reduced each year of the phase-in to offset the increase in
assessed value as follows:

Tax Year Class 3and 4 TV Rate Class 10 TV Rate
1999 3.7105% 0.68%
2000 3.6270% 0.57%
2001 3.5435% 0.46%
2002 3.4600% 0.35%

For the first time in Montana residential properties were provided with a
“homestead exemption” and commercial properties were provided with a
“‘comstead exemption” as follows:

Tax Year Homestead Exemption Comstead Exemption
1999 16.0% 6.5%
2000 23.0% 9.0%
2001 27.5% 11.0%
2002 31.0% 13.0%

SB184 also included the following provisions affecting property taxes and
local governments:




SB200

e provided a method for calculating maximum mill levies for local
government taxing units;

e implemented a six-year reappraisal cycle; and
provided reimbursements to local governments for certain losses in
revenue.

SB200 reduced the taxable valuation percentage applied to class 8
business equipment from 6% to 3% beginning with tax year 2000. In
addition, the bill contained a mechanism that would have triggered a
phased out elimination of property taxes on business equipment following
the first year in which inflation-adjusted growth in Montana wage and,
salary income equaled or exceeded 2.85%. (See SB48, 2005 Session,
below.)

SB200 phased out property taxes on livestock (class 6 property), with the
phase out complete in tax year 2003.

SB200 also provided that the equipment at business locations where the
market value of class 8 property is $5,000 or less is exempt from taxation
(beginning with tax year 2000).

58th Legislative Session — 2003

SB 461

This bill addressed increases in assessed values stemming from the 2003
reappraisal cycle by reducing the class 4 taxable valuation rate, and
increasing class 4 homestead and comstead exemptions as follows:

SB461 Tax Rates for Class 3 and 4 Property
Exemption Percentages for Class 4 Residential and Commercial

Tax Class 3&4 | [Class 4 Exemption?égrcenta“ jes..
Year Tax Rate Residential Commercial
©..2002 3.46% 31.00% ©13.00%
2003 3.40% 31.00% 13.00%
2004 3.30% ) 31.40% 13.30%
2005 3.22% 32.00% 13.80%
2006 3.14% 32.60% 14.20%
2007 3.07% 33.20% 14.60%
2008 3.01% 34.00% 15.00%




59th Legislative Session — 2005

SB 48

SB 524

This bill repealed the class 8 property tax reduction mechanism provided
for in SB200 (2001), and increased the class 8 property tax exemption to
$20,000.

SB48 removes the “trigger” that could have phased-out the 3% tax rate on
Class 8 business equipment. The reduction was contingent on an
increase in inflation-adjusted Montana wage and salary income equal to or
exceeding 2.85%. Under the prior law, this increase would have triggered
a decrease in the taxable valuation percentage applied to Class 8 property
by 1% per year for three years until the taxable percentage reached zero.

SBA48 also increased the cap on the aggregate market value of Class 8
business equipment that is exempt from property taxation. Under prior
law, entities that owned Class 8 property with an aggregate market value
of $5,000 or less were exempt from taxation. Those with Class 8 property
with a market value worth, in aggregate, more than $5,000 did not receive
any exemption.

Under the new law, the cap for the exemption is raised from $5,000 to
$20,000 in aggregate market value. Those entities with $20,000 or more in
Class 8 property will be subject to the statutory taxable valuation rate of
3% of the equipment’s market value on all their business equipment.

This bill revised the completion date for the cyclical revaluation of certain
types of property.

SB 524 extends by one year the statutory date for completing the cyclical
revaluation of all taxable property within Class 3 (agricultural land), Class
4 (residential and commercial real property and improvements), and Class
10 (forestland). The law extends the due date for completion of the
revaluation process and legislative submission of a reappraisal plan from
January 1, 2008 to January 1, 2009.

The reappraisal of the 51 million acres of agricultural land in Class 3 is
scheduled to begin July 1, 2005 and be completed December 31, 2008.
The agricuitural land reappraisal will be a “phased in approach” to ensure
that all elements being incorporated are accurate and that the several new
computer applications used in the processes are working properly.

Moving the date forward one year is consistent with the statutory
requirement of a 6-year reappraisal cycle, and provides the Department of
Revenue sufficient time to test the new systems and processes for




. revaluing Class 3 property as well as complete the appraisals of Class 4
and Class 10 properties.

60th Legislative Session — 2007

SB549 This bill clarifies what agricultural land parcels qualify for favorable
property tax treatment, consistent with current classification practices by
the Department. This legislation arose in response to a recent STAB
decision about the qualification process, which may have resulted in non-
qualifying land receiving preferential tax treatment as agricultural land,
therefore reducing taxable values and tax revenues. The fiscal impacts
are estimates of the losses that are avoided by the clarifications in this bill.
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Montana Property Tax — Portion Of Market Value, Taxable Value, and Property Taxes Levied

By Broad Property Class For Tax Years 1993, 1997, 2001, and 2005

Market Value

TY 1993

Utities, Mining
17% 1%

Residential
%

TV 1997 Miing

Utilties 1%

13% J\

Commercial
16%

Residential
52%

TY 2008

Utilties
12%

Mining
1%
Business
Equipment
7%

Commercial
16%

Residential
53%

Utilities 9TY 2005

9%
Business Miring
Equipment Y 1%

%

Commercial
7%

Residential
59%

Taxable Value

Mining

Unities
29%

TY 1997

Utilties.
3%

TY 2001

Utittes B Miring
%% -

Utilities TY2005
24%
Mining

Residential Residentiat
2% 44%
Residertial
Commercial |  Residential 35% " Commercial
ool w0 Comnercs o
Commercial
2%
s \\
Taxes Levied
TY 1993 ’ TY 2001 TY 2005 ’
Mining Mining Utiltties Mining Uilities Mining

Lhilities
24%

1%

Residential
33%

Commercial
15%

Utilities
26%

Residential

39%

Commercial
15%

23%

Residential
43%

Commercial
18%

21% 1%

Residential
48%

Commercial
18%




