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Real Property Tax Exemptions
M o n t a n a  D e p a r t m e n t  o f  R e v e n u e

P r o p e r t y  A s s e s s m e n t  D i v i s i o n



Property Tax Exemptions – eliminate obligation to pay taxes

on property

Real Property – land and buildings and immovable things 

affixed to land

Real Property Tax Exemptions

Real property tax exemption information managed by PAD



Automatical ly  Exempt Versus  Appl icat ion Necessary
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Impacts  of  Real  Property  Tax  Exemptions
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Objective 1: Is the department collecting and effectively managing information to 

ensure accuracy of real property tax exemption data? 

Objectives

Objective 2: Do Montana’s real property tax exemptions achieve their intended purpose 

while maintaining equal treatment for similar types of taxpayers?



1 .  Propert ies  inappropr iate ly  rece iv ing exemptions

 E x e m p t i o n  s t a t u s  n o t a l w a y s  u p d a t e d

 O v e r  $ 9 0 , 0 0 0  i m p a c t  t o  t a x p a y e r s  a n d  s t a t e  i n  2 0 2 1

Review of exempt real property data not 
consistently occurring

2 .  Propert ies  rece iv ing exemptions  without  support ing 
exemption informat ion

 O v e r  1 0 0  p r o p e r t i e s



Recommendation #1:

We recommend that  the  Department  of  Revenue 

implement  per iodic  qual i ty  contro l  test ing and rev iew of  

exempt rea l  property  data .

Department Response:  Concur



Department Can Improve Processes that Affect 
Reporting of Exempt Property Information

 Lack of  establ ished processes  has  led  to :

• D i m i n i s h e d  d a t a  q u a l i t y

• R e d u c e d  a c c u r a c y  o f  r e p o r t i n g



Recommendation #2:  

We recommend that  the  Department  of  Revenue establ ish  

and implement  processes  to  improve the  accuracy  and 

usefu lness  of  data  to  enhance report ing on exempt rea l  

propert ies .

Department Response:  Condit ional ly  Concur



Site  V is i ts :
• P a r t  o f  a p p l i c a t i o n  r e v i e w  

p r o c e s s

• R e q u i r e d b y a d m i n i s t r a t i v e
r u l e

• V i s i t  a  p r o p e r t y  t o  c o n f i r m  
b e i n g  u s e d  f o r  i t s  e x e m p t e d  
p u r p o s e

Site visits not consistently conducted and 
documented as part of  application review process

• Over  600 exemptions  granted with  no recorded v is i t  
o f  any  k ind for  at  least  5  years



Recommendation #3:  

We recommend the Department  of  Revenue cons istent ly  

conduct  and document  s i te  v is i ts .

Department Response: Conditionally Concur



 F W P  p r o p e r t i e s  h a d  p o s i t i v e  t a x a b l e  v a l u e

 I n c o n s i s t e n t  w i t h  s t a t u t e

Instead :
 F W P  p r o p e r t i e s  s h o u l d  b e  e x e m p t f r o m  t a x a t i o n  

 C o u n t y  t r e a s u r e r  r e q u e s t s  d r a w i n g  o f  w a r r a n t a n d  F W P  m a k e s  a  

p a y m e n t  i n  l i e u  o f  t a x e s

C o u n t i e s  &  F W P  s a y  c u r r e n t  p r o c e s s ,  t h o u g h  i n c o n s i s t e n t  w i t h  s t a t u t e ,  

w o r k s  w e l l .

Property Owned by Montana Department of Fish 
Wildlife & Parks (FWP) Inappropriately Indicated as 

Taxable



Recommendation #4:

We recommend that  the  Department  of  Revenue update  

processes  and as  necessary  seek legis lat ion to  make statute  

and pract ices  re lated to  determining and recording the  

taxable  status  or  payment  in  l ieu  of  tax  amount  of  

Department  of  F ish  Wi ld l i fe  and Park ’s  property  cons istent .

Department Response:  Concur



Tracking exclusive and beneficial  use of exempt 
property

Exempt property is taxable when:

 Lessee has exclusive use of federally owned property

 Beneficial use of exempt real property for business purposes enjoyed 

by private individual, association, or corporation

Treat similar types of taxpayers equally 



Reporting and tracking of beneficial  and exclusive 
use can be improved

 Benef ic ia l  and exc lus ive  use  of  exempt property  under-

reported
• G o v e r n m e n t  e n t i t i e s  n o t  r e q u i r e d  t o  r e p o r t

 Poor  documentat ion in  database



Recommendation #5:

We recommend the Department  of  Revenue :

A . Develop ef fect ive  ident i f icat ion and tracking of  

exempt property  leased out  to  nonexempt ent i t ies  

for  the i r  benef ic ia l  or  exc lus ive  use .

B .  Seek legis lat ion that  requires  governmental  

ent i t ies  to  report  benef ic ia l  and exc lus ive  use  to  the  

department .

Department Response:  Condit ional ly  Concur



Review of Implementation of HB 389 (2015)
and

Considerations for Future Reviews



Department reviewed reapplications from 2016 through 2021 
Granted or denied exemptions

HB 389 (2015) required most entities that applied and were 
receiving exemption to submit a new application to department 
(reapplication)



B e n e f i t s  t o  t a x p a y e r s  a n d  s t a t e  f r o m  d e n i e d  e x e m p t i o n s  
o u t w e i g h e d  c o s t s  t o  i m p l e m e n t  b i l l

R e s u l t e d  i n  i m p r o v e m e n t s  i n  t r a c k i n g  a n d  c o m m u n i c a t i o n  o f  
e x e m p t i o n  i n f o r m a t i o n

HB 389 (2015) was beneficial

We found:



How often should properties have to reapply?

Analys is  supports  13-year  reappl icat ion and rev iew interva l
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More focused reapplication and review based
on risk

Exemption Type Benefit per Exemption Reviewed

Nonprofit Healthcare $1,058

Education Exemptions $963

Community Service Building/Fraternal $956



Recommendation #6:

We recommend that  the  Montana Legis lature  require  a  

per iodic  reappl icat ion and rev iew of  exempt rea l  property ,  

cons ider ing the  costs  and benef i ts  of  e i ther  a  broad or  

targeted reappl icat ion process .



Objective 2:  Review of Montana’s Real Property Tax 
Exemptions,  Reporting,  and Evaluation Efforts,  and 

Best Practices



Biennial  report does not provide al l  required 
exemption information:

• Y e a r  e x e m p t i o n s  e n a c t e d  a n d  i n d i v i d u a l  s t a t u t o r y  r e f e r e n c e s

• N u m b e r  o f  a n d  l o s t  r e v e n u e  a t t r i b u t a b l e  t o  s e v e r a l  l e s s  
c o m m o n l y  u s e d  e x e m p t i o n s

• K n o w n  p u r p o s e  o f  o n e  e x e m p t i o n  w i t h  e x p l i c i t l e g i s l a t i v e  p u r p o s e  
i n  s t a t u t e



Recommendation #7:

We recommend that  the  Department  of  Revenue prov ide  

required informat ion re lated to  rea l  property  tax  

exemptions ,  as  ava i lab le ,  in  the  b iennia l  report  to  better  

inform legis lat ive  dec is ion-making.

Department Response:  Concur



Observations from our review of Montana’s real  
property tax exemptions:

 A p p e a r  i n  3 7  s e c t i o n s  o f  s t a t u t e

 S e v e r a l  b i l l s  p r o p o s e d  e a c h  o f  r e c e n t  l e g i s l a t i v e  s e s s i o n s

 N o  c o n s i s t e n t  e v a l u a t i o n  a n d  r e v i e w

 U n c l e a r  i f  s o m e  a c h i e v i n g  i n t e n d e d  p u r p o s e s

 M u l t i p l e  e x e m p t i o n s  n o t  b e i n g  u s e d

B e s t  p r a c t i c e s  c a l l  f o r  e s t a b l i s h i n g  p r o c e s s e s  t o  a l l o w  f o r  e v a l u a t i o n  
a n d  r e v i e w  o f  e x e m p t i o n s



Legislative best practices in property 
tax exemption policy:

• E x e m p t i o n s  t r e a t  s i m i l a r  t y p e s  o f  t a x p a y e r s  e q u a l l y

• C o n s i s t e n t l y  e s t a b l i s h  e x p l i c i t ,  k n o w n  p u r p o s e s  a n d  m e t r i c s  t o  b e  

u s e d  i n  e v a l u a t i o n  t o  d e t e r m i n e  i f  e x e m p t i o n  m e e t s  p u r p o s e

• E s t a b l i s h  f o r m a l  p r o c e s s  w h e r e  l a w m a k e r s  c o n s i d e r  t h e  r e s u l t s  o f  

e v a l u a t i o n

• R e q u i r e  s u n s e t  o r  p e r i o d i c  r e v i e w



Recommendation #8: 

We recommend the Montana Legis lature :

A . Require  new rea l  property  tax  exemptions  inc lude pol icy  

goals  and eva luat ion metr ics  that  can be used to  

determine i f  exemptions  are  meet ing thei r  purposes .

B .  Ass ign respons ib i l i ty  for  eva luat ion and rev iew of  rea l  

property  tax  exemptions .



Thank you! 

Happy to  answer  any quest ions .
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