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1 HOUSE BILL NO. 848
2 INTRODUCED BY J. DOOLING
3

4  ABILL FOR AN ACT ENTITLED: “AN ACT PROVIDING A PROPERTY TAX EXEMPTION FOR CERTAIN

5 RESIDENTIAL PROPERTY RENTED FOR LESS THAN FAIR MARKET RENT; PROVIDING FOR

6  ELIGIBILITY FOR THE EXEMPTION; PROVIDING THAT THE BOARD OF HOUSING DETERMINES FAIR

7 MARKET RENT; PROVIDING DEFINITIONS-AMENDING-SECHONS15-10-202-AND-15-16-104-MCA; AND

8 PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE.”

10 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
11

12 NEW SECTION. Section 1. Rent-limited dwelling exemption. (1) There is a rent-limited dwelling

13  exemption for a dwelling rented for less than fair market rent. To be eligible for the exemption, applicants must
14 meet the requirements of this section.

15 (2) (a) A rented dwelling with a lease term of not less than 1 year is eligible for an exemption of
16  50% of market value if the rent charged for the dwelling is at least 25% less than fair market rent.

17 (b) For the first 5 years after construction, an accessory dwelling unit rented for a term of not less
18  than 1 year is exempt from taxation if the rent charged for the accessory dwelling unit is at least 25% less than
19  fair market rent. The exemption provided for in this subsection (2)(b) applies only to the value of the accessory
20 dwelling unit and not to the land under the accessory dwelling unit. In the sixth year after construction and

21 afterward, an eligible accessory dwelling unit may receive the exemption provided for in subsection (2)(a).

22 (c) A trailer court with monthly lot rents of $500 or less and lot lease terms of not less than 1 year
23 is eligible for an exemption of 75% of the value of the land. The lot rent provided in this subsection (2)(c) must
24 be adjusted annually using the PCE inflation factor rounded to the nearest dollar amount.

25 (3) An applicant who files an exemption application by April 4+ 15 is eligible to receive the

26  exemption for-the-Nev

27 that tax year.
28 (4) (a) The application must be in the form provided by the department and must contain:
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1 (i) a copy of the rental agreement that lists the rent charged on the property and the term of the
2  lease;
3 (ii) if the rent includes utilities, information on the annual cost of the included utilities; and
4 (iii) any other information required by the department that is relevant to the applicant's eligibility.
5 (b) The information contained in an application for the exemption, including information about the
6 property owner and tenant, may only be used by the department for the purpose of determining eligibility for the
7 exemption.
8 (c) When providing information to the department for the exemption under this section, applicants
9  are subject to the false swearing penalties established in 45-7-202.
10 (d) The department may investigate the information provided in an application and an applicant's
1 continued eligibility.
12 (5) The exemption may not be claimed for a dwelling for which the rent is limited due to
13 participation in any other program that provides a benefit to the property owner for limiting the rent.
14 (6) The department may disallow the exemption when the landlord rents to an immediate family
15 member.
16 (7) A multiple dwelling unit may only qualify for the exemption provided for in subsection (2)(a) if all
17 units meet the requirements of this section.
18 (8) As provided in this section, the following definitions apply:
19 (a) "Accessory dwelling unit" means a self-contained living unit subordinate to and on the same
20 parcel as a single-family dwelling that includes its own cooking, sleeping, and sanitation facilities and is created
21 within or detached from the single-family dwelling, including but not limited to an attached or detached garage.
22 (b) "Dwelling" means a residential dwelling, manufactured home, trailer, mobile home, or multiple-
23 unit dwelling that is subject to property taxes in the state and as much of the surrounding land, but not in excess
24  of 1 acre, as is reasonably necessary for its use as a dwelling.
25 (c) "Fair market rent" means the fair market rent for the county, metropolitan area, or micropolitan
26  area established by the board of housing pursuant to [section 2].
27 (d) "Immediate family member" means a parent, spouse, or child.
28 (e) "PCE" means the implicit price deflator, or price index, for personal consumption expenditures
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as published in the national income and product accounts by the bureau of economic analysis of the U.S.
department of commerce;

(f) "PCE inflation factor" for a tax year means the PCE price index value for the first quarter of the
prior tax year before the tax year divided by the PCE price index value for the first quarter of 2023.

(9) "Trailer court" has the meaning provided in 50-52-101.

(h) "Utility" means a service provided to a dwelling or accessory dwelling unit that may be included

in a rent payment, including but not limited to energy, water and wastewater, and trash removal.

NEW SECTION. Section 2. Determination of fair market rent. (1) The board shall annually

determine the fair market rent for each county, metropolitan area, and micropolitan area in the state. By
January 1 of each year, the board shall provide the fair market rent determined pursuant to this section to the
department of revenue for the purpose of administering the rent-limited exemption provided for in [section 1].

(2) The board shall determine the fair market rent using an estimate of the median mortgage
payment for a three-bedroom dwelling in the county, metropolitan area, or micropolitan area based on:

(a) the median sales price of a three-bedroom dwelling in the county, metropolitan area, or
micropolitan area;

(b) the mortgage payment for a three-bedroom dwelling at the median sales price using the prime
interest rate as of January 1 plus 3%;

(c) the median property taxes levied on residential property in the county, metropolitan area, or
micropolitan area; and

(d) $180 a month for homeowners' insurance.

(3) The amount determined pursuant to subsection (2) must be used as the fair market rent for a

dwelling with three or more bedrooms and must be adjusted as follows for dwellings of other sizes:

(a) for a two-bedroom dwelling, the amount must be reduced by 45%;

(b) for a one-bedroom dwelling, the amount must be reduced by 65%; and

(c) for a studio, the amount must be reduced by 72%.

(4) As used in this section, "metropolitan area" and "micropolitan area" are census-designated

areas determined by the United States bureau of the census.
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7 NEW SECTION. Section 3. Transition. (1) For tax year 2023, an application pursuant to [section 1]

8 must be filed by July 1 to receive the exemption for the tax year.

9 (2) The board of housing shall calculate and provide to the department of revenue fair market rent

10  for 2023 as provided in [section 2] by July 1, 2023.
11

12 NEW SECTION. Section 4. Codification instruction. (1) [Section 1] is intended to be codified as an

13 integral part of Title 15, chapter 6, and the provisions of Title 15, chapter 6, apply to [section 1].
14 (2) [Section 2] is intended to be codified as an integral part of Title 90, chapter 6, part 1, and the

15 provisions of Title 90, chapter 6, part 1, apply to [section 2].

16

17 NEW SECTION. Section 5. Effective date. [This act] is effective on passage and approval.

18

19 NEW SECTION. Section 6. Retroactive applicability. [This act] applies retroactively, within the

20 meaning of 1-2-109, to property tax years beginning January 1, 2023.

21 -END -
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