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IINNTTRROODDUUCCTTIIOONN  
During the last legislative session, HB 658 was enacted by the legislature.  This legislation was 
designed to mitigate the effects of property tax reappraisal on class 3 (agricultural land), class 4 
(residential and commercial property), and class 10 (forest land).  Because property reappraisal is 
such a complex issue and impacts a significant portion of Montana taxpayers, the legislature 
appointed a special sub-committee to review and recommend legislation to address the potential 
tax increases due to reappraisal.  The sub-committee members were senators Gebhardt-Chair, 
Gillan, Kaufmann, Tutvedt and representatives Jopek-Vice-chair, Pomnichowski, Hoven and 
Stahl.  These members worked endless hours with assistance from Department of Revenue 
(DOR) and Legislative Branch staff to craft legislation that would mitigate the effects of 
reappraisal and to provide revenue neutrality at the state level. 

ISSUE 
As the sub-committee worked through the information provided by the DOR, the focus of the 
committee was on residential property taxpayers although information was provided on 
commercial, agricultural, and timber land values.  The data provided to the committee 
throughout the session, represented a “snapshot” of property market values at that point in time 
and did not reflect the “final” values.  This was because DOR staff continued, as in every six-
year reappraisal cycle, to update and refine their reappraisal numbers for each of the three classes 
of property especially for commercial, agricultural, and timber values. 
 
As the legislative session drew to an end, the legislature generally agreed that their goal was to 
maintain revenue neutrality at the state level (imposition of the 95 and 6 mills).  To achieve this 
goal, the legislature incorporated property tax rates and exemptions into HB 658 that would 
provide revenue neutrality at the state level.  Revenue neutrality at the local level was expected 
because of MCA 15-10-420, which limits the growth in local revenues to one half the rate of 
inflation for the previous 3 years. The tax policies implemented in HB 658, however, were based 
on a “snapshot” of property market values provided by the DOR towards the end of the session. 



Legislative Fiscal Division 2 of 2 9/24/2009 

At the September 18, Revenue and Transportation Interim Committee, the DOR presented the 
attached information addressing an updated “snapshot” that illustrates the changes in property 
values due to reappraisal.  As shown in Table 1 on Page 2 of the attachment, the bottom line 
summarizes the change in property values by class when comparing the estimates used during 
the session versus the post assessment notice that was recently sent to the counties.  As shown in 
Table 1, the most recently released values have increased from the estimates used during the 
session for all classes except residential property.  This begs the question “are the tax policy 
parameters implemented in HB 658 still providing the same amount of revenue neutrality at the 
state level?”  To answer this question, the DOR was asked to prepare a document that shows the 
state revenue differential using the legislative session estimates for property values versus the 
post assessment notice values.  Attachment 2 is the document supplied by the DOR.  This 
document shows (Table Z) that state property tax revenues will increase by $0.5 million in FY 
2010 and $1.0 million in FY 2011 for a biennial increase of $1.5 million due to the change in 
values.  In other words, the mitigation strategy contained in HB 658 no longer maintains the 
same amount of revenue neutrality at the state level.  Table Z also shows that residential 
taxpayers will experience a state revenue reduction while commercial, agricultural, and timber 
property owners will pay higher state property taxes. 

CONCLUSION 
The mitigation parameters contained in HB 658 were based on a “snapshot” of property tax 
values prior to the adjournment of the 61st Legislature.  This snapshot represented work in 
progress by DOR staff at the time the snapshot was taken.  Five months later, the DOR has 
finalized the property tax values for assessment notice mailing and because the values for 
commercial, agricultural, and timber properties are higher than presented during the session, the 
mitigation parameters contained in HB 658 no longer maintain the same level of revenue 
neutrality at the state level as noted in the fiscal note. 
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In this report, we provide information about the cyclically reappraised classes of property - Class 4 
Residential, Class 4 Commercial, Class 3 Agricultural Land and Class 10 Forest Land. The tables and 
graphs on the following three pages compare the 2009 legislative session estimates to the actual values 
on assessment notices, as well as show the change in tax liability and the percentage of change. 

Page 2: Comparison of legislative session estimated values to post assessment-notice values 
Table 1 on page 2 compares the estimates of reappraised property values used during the legislative 
session to those values actually mailed as assessment notices of like properties. It is important to note 
that we continuously refine the reappraisal valuations to ensure maximum accuracy right up to the 
distribution of assessment notices. 

For residential property, the Legislature used the estimated statewide average increase of 55.50 percent 
to help determine a strategy to mitigate increases in property tax. When comparing properties that fit the 
same statistical screens as used during the legislative session - HB658 data set -the change was 
54.14 percent. 

For commercial property, the increase was 43.38 percent. The estimate used during the legislative 
session was 34.06 percent. 

For agricultural property, the increase was 32.8 percent. The estimate used during the legislative session 
was 29.29 percent. 

The estimate for forest land used during the legislative session was 19.06 percent. This figure was never 
formatted into a county-by-county change like the rest of the classes of property, but was the value used 
to set policy. 

These percentage changes in value may decline after informal reviews are completed 

Page 3: Change in tax liability for residential properties 
The third page shows the change in tax liability for residential properties that met the same statistical 
tests as used during the legislative session. Comparing 2008 to 2009, assuming that the mills are 
constant, 58 percent of all Montana property taxpayers are projected to see a tax change of plus or minus 
$40 in 2009 because of reappraisal. The policy in HB 658 is based on 321,798 properties. There are 
321,400 properties that meet the same statistical criteria based on the values printed on assessment 
notices. 

Page 4: Percentage change in tax liability for residential properties 
The fourth page shows the percentage change in tax liability for the same properties used on page two's 
graph. Between 2008 and 2009, 94 percent of taxpayers will see an increase of less than 10 percent, 
assuming mills do not change. No properties in the data set will have more than an 18 percent increase in 
2009 than 2008. 



lab lc  1 

Percent Chanae in  P r o ~ e r t v  Values Due to R e a ~ ~ r a i s a l  I I 
L Comparison between Estimates During 201% ~ e ~ i s l a t l v e  Session and Post Assessment Values (HE3 658 Data Set) 1 

County 

Beaverhead 
Big Horn 
elalne 
Broadwater 
Carbon 
Carter 
Cascade 
Chouteau 
Custer 
Dan~els 
Dawson 
Deer Lodge 
Fallon 
Fergus 
Flathead 
Gallat~n 
Garfeld 
Glac~er 
Golden Valley 
Gran~le 
H~ l l  
Jefferson 
Jud~lh Basin 
Lake 
Lew~s And Clark 
L~berty 
L~ncoln 
Mad~son 
McCone 
Meagher 
M~neral 
Missoula 
Musselshell 
Park 
Petroleuni 
F'h~llips 
fJondera 
Powder R~ver 
Powell 
Pralrle 
Ravall~ 
Richland 
Roosevelt 
Rosebud 

2009 
Leg~slal~ve 

Session 
Estlmate 

57 07% 
40 92% 
38 03% 
6 1 1 1 % 
52 48% 
37 38"% 
39 86% 
41 82% 
54 94"6 
24 68% 
79 36% 
48 85% 
54 24% 
51 56% 
72 6 1")" 
51 09% 
76 92'6 
32 52% 
37 67% 
53 70% 
41 39% 
49 56'1 
44 031. 
7401% 
61 70% 
21 66% 
35 52% 
37 28% 
54 28% 
48 02% 
58 79% 
60 40% 
35 95% 
64 78% 
69 66% 
39 19Oo 
25 26% 
42 35% 
46 39% 
34 97% 
59 86O6 
79 63% 
26 13% 
60 48"/0 

Assessment I 
Notlce - HB 

658 Data Sell 

Sanders 61 68% 51 39% 50 43% 
Sherldan 30 96% 50 45% 21 42% 
Sllver Bow 61 94% 
St~llwater 41 45% 

2009 2009 Post 
Legislalive Assessmen 

Sesslon Not~ce - HE 
Est~~nate 658 Dala Sc 

2.49% 10.72% 
3.42% 10.6590 

53 15% 50.82% 
51 99% 58.47% 
11 49% 15.96% 
30 24% 37.85% 
19 08% 20 60% 
3 66% 4 02'/0 

56 25% 55 14"b 
43 01% 4277'Yo 
41 06% 44.07% 
24.03% 34.04% 
66 8494 75.25% 
20.84% 32.79% 
20.07% 36 43% 
3O.9O0io 54 47% 
40 35% 50 85% 
32 70";" 34.90% 
2568% 31 37% 
2 95% 24 72% 

31 62% 31.95% 
29.57% 32 3090 
15.40% 29.22% 
18.06% 30 65% 
29 07% 28.00% 
17 07% 17.50°6 
-30 62% 28.24% 
2265"b 32.85% 
51.26% 53.34% 
22.91% 22.56% 
-44.24% 3.58% 
-28.18% -8.43% 
6.46% 6 09% 

40.70% 52 81% 
16 28% 24 3496 
50.71% 54 68'1 
25.66% 27.50% 

2009 2009 Post 
Leglslaltve Assessment 

Sesslon Not~ce - HB 
Est~mate 658 Data Sel 

8.19% 164.31% 
-68.06% -38.81 % 

Sweet Grass 33 57% 28 52% 31 17% 
Teton 51 05% 5'3 93% 28 44% 
Toole 30 00% 0 00'6 
Treasure 28 88% 90 50% 54 27% 
Valley 44 67% 0 0O06 
Whealland 43 12% 67 47% 98 40% 
W~baux 0 00% 
Yellowslone 

btalewlde 

'Est~mates published durlng the sesslon showed a 52"i0 Increase In productlvlty value of forest land The flgure above of 19 06% is the estlrnate 
actually used as the bench mark for mltlgallng the Increase In forest land product~v~ty values based upon leg~slatlve declslons to use a we~ghted 
mean product~v~ty and an 8% capltaltrat~on rate 



Statewide 
Class 4 Residences 

Distribution of Estimated Percent Change in Property Tax Liability 
Post Assessment Notice HB 658 Data Set 

2008 to 2009, Mills Held Constant 

Range ~ 
Decreases in Tax Liability 
Range 

I More than 18% 
Residences 

1,752 
5,725 

18,118 
36.633 

lncreases in Tax Liability 

-2% to 0% 

Range 
0% to 2% 

55,256 

Residences 
62,728 ( 

More than 18% 
Total Becreases Total Increases 7 0 2 , 8 7 3  1 118.527 

Total Residential Taxpayers 321.400 
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Then: End of 2009 Legislative Session 

Table 7 - Summary of Change in General Fund Property Tax Revenue (95 + 1.5 Mills) - HB 658 as Passed 

Class 4 - Residential $92,450,461 $97,753,104 $1 00,851,669 $103,585,742 $105,999,116 $108,960,217 

I Class 4 - Commercial: Multifamily Property $4,224,5 1 1 $4,300,858 $4,308,789 $4,3 15,498 $4,3 19,644 $4,355,437 $4,406,922 1 
Class 4 - Commercial: All Other Property $25,020,866 $30,145,255 $30,989,475 $3 1,709,639 $32,430,939 $33,119,478 $33,985,587 

Subtotal Class 4 - Commercial: $32,245,377 $34,446,113 $35,298,264 $36,025,136 $36,760,583 $37,474,915 $38,392,509 

Class 4 Total $124,695,838 $132,199,217 $136,149,933 $139,610,879 $142,759,699 $146,435,132 $150,549,873 

Class - 10 Forest Land $651,100 $652,565 $652,849 $646,803 $639,793 $631,830 

s622926 1 I Total 
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