
HOUSE BILL NO. 452 

INTRODUCED BY LARSON, BERGSAGEL, BENEDICT, DOLEZAL, 
GOULD, CROMLEY, DAVIS, O'KEEFE, G. BECK, SCOTT, 

SCHYE, DAILY, LYNCH, TOOLE, WILLIAMS, SWIFT, PIPINICH 

JANUARY 30, 1991 

MARCH 27, 1991 

MARCH 28, 1991 

APRIL 3, 1991 

APRIL 4, 1991 

APRIL 4, 1991 

APRIL 12, 1991 

APRIL 15, 1991 

APRIL 16, 1991 

APRIL 16, 1991 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ON MOTION, RULES SUSPENDED. BILL 
PLACED ON THIRD READING THIS DAY. 

THIRD READING, PASSED. 
AYES, 96; NOES, 4. 

ENGROSSING REPORT. 

TRANSMITTED TO THE SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 49; NOES, O. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

RECEIVED FROM SENATE. 



APRIL 18, 1991 

APRIL 19, 1991 

APRIL 20, 1991 

APRIL 22, 1991 

APRIL 23, 1991 

APRIL 24, 1991 

April 29, 1991 

SECOND READING, AMENDMENTS NOT 
CONCURRED IN. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE SENATE 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED, 

IN THE HOUSE 

FREE CONFERENCE COMMITTEE REPORTED. 

SECOND READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

THIRD READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE SENATE 

FREE CONFERENCE COMMITTEE 
REPORT ADOPTED. 

IN THE HOUSE 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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P.10PERTY TAX EXEMPTION FOR QUALIFYING PROPERTY OF NEW AND 

EXPANDING INDUSTRIES THAT PROCESS MONTANA RAW MATERIALS OR 

USE MONTANA SEMIFINISHED PRODUCTS IN MANUFACTURING; DEFINING 

QUALIFYING PROPERTY; PROVIDING FOR GOVERNING BODY APPROVAL; 

PROVIDING FOR THE RECAPTURE OF PROPERTY TAXES; AMENDING 

SECTION 15-6-134, MCA; AND PROVIDING A DELAYED EFFECTIVE 

DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration of this bill. 

The legislature contemplates that rules adopted by the 

18 department should, at a minimum, provide the following: 

19 

20 

21 

22 

23 

24 

25 

{l) guidelines for information that must be contained 

in the application for property tax exemption: 

(2) the forms to be used by a firm to apply for the 

property tax exemption and to report employment associated 

with the use of tax-exempt property; 

(3) the procedures to ensure that a taxpayer receiving 

a tax exemption under this bill does not receive any other 
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property tax exemption or reduction for qualifying property; 

(4) the procedures for determining when taxes on 

property receiving an exemption are subject to recapture; 

( 5) the method of assessing and collecting taxes 

subject to recapture; 

(6) the definition of terms and establishment of 

procedures that are appropriate for the efficient 

administration of the property tax exemption. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

NEW SECTION. Section 1. Purpose. The purpose of 

[sections 2 through 6] is to encourage value-added 

manufacturing in Montana by providing a 5-year property tax 

exemption for qualifying property of new and expanding 

industries that process Montana raw materials or use Montana 

semifinished products in manufacturing. 

NEW SECTION. Section 2. Definitions. The following 

definitions apply to [sections 2 through 6] unless the 

context requires otherwise: 

{l} "Direct labor" means labor applied directly to a 

product. 

(2) "Expansion" means that the industry has after 

January 1, 1992, added qualifying improvements or modernized 

processes to its property within the same jurisdiction 

25 either in the first tax year in which the tax exemption 
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provided for in [section 3] is to be received or in the 

preceding tax year. Expansion does not include property 

that: 

(a) has qualified for 

15-24-1402; or 

the tax reduction under 

(b) will create an adverse impact on existing state, 

county, or municipal services. 

(3) "Industry" includes but is not limited to a firm 

that engages in the mechanical or chemical transformation of 

materials or substances into products in the manner defined 

as manufacturing in the 1987 Standard Industrial 

Classification Manual prepared by the United States office 

of management and budget and engages in the: 

(a) processing of Montana raw materials such as 

minerals, ore, agricultural products, and forestry products; 

or 

(b) processing of semifinished products produced in 

Montana that are used by the industry as a raw material in 

further manufacturing. 

(4) "New industry" means that the industry is new to 

the jurisdiction and after January l, 1992, has invested in 

qualifying improvements or modernized processes in the 

jurisdiction either in the first tax year in which the tax 

exemption provided for in [section 3] is to be received or 

in the preceding tax year. New industry does not include 

-3-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

•14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0529/01 

property: 

(a) treated as new industrial property under 15-6-135; 

(b) that has qualified for the tax reduction under 

15-24-1402; or 

(c} that will create an adverse impact on existing 

state, county, or municipal services. 

(5) "Qualifying improvement" means an improvement or 

modernized process that results in the hiring of five or 

more new employees used as direct labor for the manufacture 

or processing of products described in subsection (3). 

NEW SECTION. Section 3. New or expanding industry 

exemption application -- approval -- reports. (1) After 

January 1, 1992, qualifying improvements or modernized 

processes that represent new industry or expansion of an 

existing industry are exempt from property taxation for 5 

years if: 

(a) the improvements or modernized processes result in 

the hiring of five or more new full-time employees for the 

entire period in which the tax exemption is in effect; and 

(b) the industry actively operates the improvements or 

modernized processes in the jurisdiction for a period of 10 

years following the date the tax exemption was granted~ 

(2) A person, firm, or other group seeking ta qualify 

its property for the tax exemption under subsection (1) 

shall apply to the department of revenue on a form provided 

-4-
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by the department. The application must include: 

(a) the description of the real property, other than 

land, persona: property, and improvements that may qualify 

for the exemption; 

(b) the date on which che qualifying property is 

intended to be operational; 

(c) the number of new employees to be used in the 

operation of the qualifying property; 

(d) a statement that the new employees are in addition 

to the existing workforce of the industry: 

{e) a statement that the industry intends to operate 

for a period of 10 years following the date the tax 

exemption is granted; and 

(f) a statement that all the applicant 1 s taxes are paid 

in full. 

(3) If the department of revenue makes an initial 

determination that the industry qualifies for the property 

tax exemption, it shall publish notice of and hold a public 

hearing to determine whether the property should be exempt 

from taxation, 

(4) (a) For a taxpayer to receive the tax exemption 

described in subsection (1), the governing body of the 

affected county or the incorporated city or town, following 

the public hearing described in subsection (3), shall give 

due notice as defined in 76-15-103 and hold a public 
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hearing. The governing body must approve the tax exemption 

provided for in subsection (1) by a separate resolution for 

each project in its respective jurisdiction. The governing 

body may not grant approval for the project until all of the 

applicant's taxes have been paid in full. Taxes paid under 

protest do not preclude approval. 

(b) The resolution provided for in subsection (4)(a) 

must include the application submitted to the department of 

revenue by the taxpayer seeking the exemption. 

(c) Upon receipt of approval of the governing body of 

the affected taxing jurisdiction, the assessor shall make 

the assessment change for the tax exemption provided for in 

this section. 

{5) The tax benefit described in subsection (1) applies 

to: 

(a) the number of mills levied and assessed for local 

high school district and 

purposes: 

elementary school district 

(b) the number of mills levied and assessed by the 

governing body approving the benefit over 

governing body has sole discretion; and 

{c) statewide levies. 

which the 

(6} The tax exemption described in subsection (1) 

applies to all of the mills levied and assessed in the 

jurisdiction in which the qualifying property is located. 
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(7) For each year that the tax exemption is in effect, 

the taxpayer shall report by June 1 of each year to the 

department of revenue on forms prescribed by the department 

the number of additional, new full-time employees used in 

the operation of the qualifying property for which the tax 

exemption was granted. 

NEW SECTION. Section 4. Ezclusion froa other property 

tax reductions or exemptions. If a property tax exemption is 

taken pursuant to [sections 1 through 6], other property tax 

reductions or exemptions, including but not limited to 

15-6-135, 15-24-1402, and 15-24-1501, are not allowed for 

the qualifying property. 

NEW SECTION. Section 5. Recapture of exempt taxes 

exception. (1) Except as provided in subsection (2), if an 

industry that owns property receiving a tax exemption under 

(sections l through 6] fails, without cause, to comply with 

the requirement contained in [section 3(l)(a) or (l)(b)], 

the property receiving the e~ernption is subject to the 

recapture of all taxes that would have been levied on the 

qualifying property, plus penalty as provided in Title 15, 

chapter 16, part 1. The recapture is a lien on the property 

and is due and payable by the owner of the property at the 

time the industry fails to comply with the requirements in 

[section 3(l)(a) or (l)(b)]. 

(2) There is no recapture of exempt taxes on the 
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transfer of ownership of exempt property if the new owner 

complies with the requirements contained in [section 3(l)(a) 

and (l)(b) J. 

NEW SECTION. Section 6. Rules. The department of 

revenue shall prescribe rules necessary to carry out the 

purposes of [sections 1 through 6]. 

Section 7. Section 15-6-134, MCA, is amended to read: 

"15-6-134. Class four property description 

taxable percentage. (1) Class four property includes: 

(a) all land except that specifically included in 

another class; 

(b) all improvements except those specifically included 

in another class; 

(c) the first $80,000 or less of the market value of 

any improvement on real property and appurtenant land not 

exceeding 5 acres owned or under contract for deed and 

actually occupied for at least 10 months a year as the 

primary residential dwelling of any person whose total 

income from all sources including otherwise tax-exempt 

income of all types is not more than $10,000 for a single 

person or $12,000 for a married couple, as adjusted 

according to subsection (2)(b)(ii); 

(d) all golf courses, including land and improvements 

actually and necessarily used for that purpose, that consist 

of at least 9 holes and not less than 3,000 lineal yards. 
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(2) Class four property is taxed as follows: 

(a) Except as provided in 15-24-1402 erL 15-24-1501, or 

[section 3], property described in subsections (l)(a) and 

(l)(b) is taxed at 3.86% of its market value. 

(b) (i) Property described in subsection (l)(c) is 

taxed at 3.86% of its market value multiplied by a 

percentage figure based on income and determined from the 

following table: 

Income Income Percentage 

Single Person Married Couple Multiplier 

$ 0 - $1,000 $ 0 - $1,200 0\ 

1,001 - 2,000 1,201 - 2,400 10\ 

2,001 - 3,000 2,401 - 3,600 20% 

3,001 - 4,000 3,601 - 4,800 30% 

4,001 - 5,000 4,801 - 6,000 40% 

5,001 - 6,000 6,001 - 7,200 50\ 

6,001 - 7,000 7,201 - 8,400 60\ 

7,001 - 8,000 8,401 - 9,600 70\ 

8,001 - 9,000 9,601 - 10,800 80\ 

9,001 - 10,000 10,801 - 12,000 90\ 

(ii) The income levels contained in the table in 

subsection (2)(b)(i) must be adjusted for inflation annually 

by the department of revenue. The adjustment to the income 

levels is determined by: 

{A) multiplying the appropriate dollar amounl from the 
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table in subsection (2)(b)(i) by the ratio of the PCE for 

the second quarter of the year prior to the year of 

application to the PCE for the second quarter of 1986; and 

(B) rounding the product thus obtained to the nearest 

whole dollar amount. 

(iii) 1'PCE11 means the implicit price deflator for 

personal consumption expenditures as published quarterly in 

the Survey of Current Business by the bureau of economic 

analysis of the U.S. department of commerce. 

(c) Property desccibed in subsection (l)(d) is taxed at 

one-half the taxable percentage rate established in 

subsection (2)(a). 

(3) After July 1, 1986, no adjustment may be made by 

the department to the taxable percentage rate for class four 

property until a revaluation has been made as provided in 

15-7-111. 

(4) Within the meaning of comparable property as 

defined in 15-1-101, property assessed as commercial 

property is comparable only to other property assessed as 

commercial property, and property assessed as other than 

commercial property is comparable only to other property 

assessed as other than commercial property." 

NEW SECTION. Section 8. Codification instruction. 

[Sections l through 6] are intended to be codified as an 

integral pdrt of Title 15, chapter 24, and the provisions of 

-10-
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1 Title 15, chapter 24, apply to [sections 1 through 6]. 

2 NEW SECTION, Section 9. Effective date. [This act] is 

3 effective January 1, 1992. 

-End-
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APPROVED BY COMMITTEE 
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HOUSE BILL NO, 452 

INTRODUCED BY LARSON, BERGSAGEL, BENEDICT, DOLEZAL, 

GOULD, CROMLEY, DAVIS, O'REEFE, G. BECK, SCOTT, 

SCHYE, DAILY, LYNCH, TOOLE, WILLIAMS, SWIFT, PIPINICH 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A 5-YEAR 

PR8PER~¥--~AJE--EHE!MX'f0N 7-YEAR TAXABLE VALUE DECREASE FOR 

QUALIFYING PR0PER~¥ MACHINERY AND EQUIPMENT OF NBW--ANB 

EXPANDING INDUSTRIES THAT PROCESS MONTANA RAW MATERIALS OR 

USE MONTANA SEMIFINISHED PRODUCTS IN MANUFACTURING; DEFINING 

QUALIFYING PROPERTY; PROVIDING FOR GOVERNING BODY APPROVAL; 

PR8V%8%N8--P8R--~HB--RBEAP'fl!RB--8P--PR0PBR~lf-~AHBS7-AMBNB%H6 

see~f0N-¼5-6-¼347-MEA7 AND PROVIDING A-BBbAlfBB AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE," 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administ~ation of this bill. 

The legislature contemplates that rules adopted by the 

department should, at a minimum, provide the following: 

t¼t--9tt±d@~tftee-Eor-±n£orma~¼en-that-mtt~t--be--containee 

tn-the-appi±eat±on-for-property-tax-exempt~on; 

t~t--tke--£orm~--to--b~--tl3ee-ey-a-Eirm-to-apply-£~r-~he 

prope~ty-tax-exemption-ane-to-report--emp¼oyment--a~3oci~t~d 
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w±th-the-ttse-e£-tax-exempt-property; 

f3t--the--proeedttres-to-eftsttre-thet-a-taxpayer-reee±Y±ng 

a-tax-exempt±on-ttnder-th±s-b±¼¼-does-ftot-reee±ve--any--other 

pro~rty-tax-exemption-or-redttetieft-£er-~tta%±£y±ng-property; 

t47--the---proeedttree--ror--determ±ning--wheft--taxes--on 

property-reee±•±ng-an-exemption-are-sttb;eet-~o-reeapture, 

t5t--t~e--method--ef--aseessing--and--eo¼¼ee~±ng---ta~e& 

sttb;eet-to-reeaptttre7 

t6t--the---de£in±t±on--o£--terms--and--estab¼±shment--o£ 

proeedttres--that---are---appropr¼ate---ror---efte---efr±e±ent 

adm±nistretion-0£-the-property-tax-e~empt±ono 

(1) GUIDELINES FOR INFORMATION THAT MUST BE CONTAINED 

IN THE APPLICATION FOR TAXABLE VALUE DECREASE: 

(2) THE FORMS TO BE USED BY A FIRM TO APPLY FOR THE 

TAXABLE VALUE DECREASE AND TO REPORT EMPLOYMENT ASSOCIATED 

WITH THE USE OF QUALIFYING PROPERTY; 

(3) THE PROCEDURES TO ENSURE THAT A TAXPAYER RECEIVING 

A TAXABLE VALUE DECREASE UNDER THIS BILL DOES NOT RECEIVE 

ANY OTHER PROPERTY TAX REDUCTION FOR QUALIFYING PROPERTY; 

ill THE DEFINITION OF TERMS AND ESTABLISHMENT OF 

PROCEDURES THAT ARE APPROPRIATE FOR THE EFFICIENT 

ADMINISTRATION OF THE TAXABLE VALUE DECREASE, 

(5) PROCEDURES FOR THE ANNUAL RECOMPUTATION OF NUMBERS 

OF EXISTING EMPLOYEES AND NUMBERS OF NEW EMPLOYEES; 

ill CRITERIA THE DEPARTMENT INTENDS TO USE TO SAFEGUARD 

-2- HB 452 
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THE FAITHFUL REPORTING OF EXISTING AND NEW EMPLOYEES TO 

DETER TAXPAYERS FROM USING TEMPORARY MEASURES OR OTHER 

ARTIFICES TO DEFLATE THE NUMBER OF EXISTING EMPLOYEES OR 

INFLATE THE NUMBER OF NEW EMPLOYEES CONTRARY TO THE SPIRIT 

OF THE PROGRAM, AND 

ill PROCEDURES FOR THE DEPARTMENT TO REVIEW THE 

SPECIFIC RESPONSIBILITIES OF E:ACH NEW EMPLOYEE TO ENSURE 

THAT THE EMPLOYEE IS A _Q_UALIFYING EMPLOYEE. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

(Refer to Introduced Bill} 

Strike everything after the enacting clause and insert: 

NEW SECTION. Section 1. Purpose. The purpose of 

(sections l through SJ is to encourage value-added 

manufacturing in Montana by providing a taxable value 

decrease for a 7-year period for qualifying personal 

property of expanding industries that process Montana raw 

materials or use Montana semifinished products in 

manufacturing. 

NEW SECTION, Section 2. Definitions. Unless the 

context requires otherwise, in [sections l through 5], the 

following definitions apply: 

(1) "Expansion" means that after January 1, 1992, the 

industry has added qualifying property within the 

jurisdiction either in the first tax year in which the 

-3- HB 452 
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taxable value decrease provided for in [section JI is to be 

received or in the preceding tax year. Expansion does not 

include property that: 

(a) has qualified for the tax exemption under 

15-24-1402; or 

(bJ will create an adverse impact on existing state, 

county, or municipal services. 

(2) "tndustry 11 is a firm that engages in the mechanical 

or chemical transformation of materials or substances into 

new products in the manner defined as manufacturing in the 

1987 Standard Industrial Classification Manual prepared by 

the united States office of management and budget and that 

engages in the: 

(a) processing of Montana raw materials such as 

minerals, ore, oil, gas, coal, agricultural products, and 

forestry products; or 

(b) processing of semifinished products produced in 

Montana that are used by the industry as a raw material in 

further manufacturing. 

(3) "Qualifying employee" means a person: 

(a) whose job was created as a result of expansion; and 

(b) whose position pays not less than three-quarters of 

the amount of the average wage as determined by the 

quarterly statistical report published by the department of 

labor and industry. 
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(4) "Qualifying property" means machinery and equipment 

that results in the hiring of qualifying employees used for 

the manufacture or processing of products described in 

subsection (2). 

NEW SECTION. Section 3. Expanding industry tazable 

value decrease application -- approval reports. (1) 

After January l, 1992, an existing industry with qualifying 

property that represents an expansion of the industry is 

entitled to receive a decrease in the tax rate for class 

eight property if the property results in the hiring of 

full-time qualifying employees for each year in which the 

taxable value decrease is in effect. 

(2) A person, firm, or other group seeking to qualify 

its property for the taxable value decrease under subsection 

(1) shall apply to the department of revenue on a form 

provided by the department. The application must include: 

(a) the description of the personal property that may 

qualify for the taxable value decrease~ 

(b) the date on which the qualifying property is 

intended to be operational; 

(C) the rate of pay and number of existing employees 

and new employees to be used in the operation of the 

qualifying property; 

(d) a statement that the new employees are in addition 

to the existing workforce of the industry and the specific 
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responsibilities of each new employee; and 

(e) a statement that all the applicant 1 s taxes are paid 

in full. 

(3) The department shall make an initial determination 

as to whether the industry qualifies for the taxable value 

decrease. 

(4) (a) If the department determines that the property 

qualifies for a taxable value decrease, the governing body 

of the affected county or the incorporated city or town 

shall give due notice as defined in 76-15-103 and hold a 

public hearing. The governing body may either approve or 

disapprove the grant of taxable value decrease. The 

governing body may not grant approval for the project until 

all of the applicant's taxes have been paid in full. Taxes 

paid under protest do not preclude approval. 

(b) The resolution provided for in subsection (4)(a) 

must include the document that grants approval of the 

application that was submitted to the department by the 

taxpayer seeking the taxable value decrease. 

(5) The tax reduction described in subsection (1) 

applies to: 

(a) the number of mills levied and assessed for local 

high school district and elementary school district 

purposes: 

(b) the number of mills levied and assessed by the 

-6- HB 452 
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(c) statewide levies. 
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over which the 

(6) The number of new employees used by the department 

to calculate the taxable value decrease in subsection (7), 

must be determined by the wages paid to qualifying 

employees. A qualifying employee paid the amount of the 

average wage as determined by the quarterly statistical 

report published by the department of labor and industry is 

considered one new employee. Qualifying employees are 

considered equivalent new employees if they are paid 

three-quarters of the average wage or more. The qualifying 

employee is the equivalent of a new employee in the same 

fraction that his wages are to the average wage, but a 

qualifying employee may not be considered more than two new 

employees. 

(7) (a) Qualifying property is entitled to a decrease 

in the taxable rate of class eight property based upon a 

percentage difference between a possible low rate of 3% and 

a high rate of the existing class eight property tax rate. 

The reduced taxable value rate is determined by calculating 

the inverse of the number of equivalent new employees 

divided by the number of existing employees and multiplying 

the product of that calculation by the decimal equivalent of 

25 the tax rate for class eight property. 
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( b) 

effect, 

For each year that the taxable value decrease is in 

the taxpayer shall report by March l to the 

department on forms prescribed by the department the wages 

of and the number of qualifying employees that are used in 

the operation of the qualifying property for which the 

taxable value decrease was granted. 

NEW SECTION. Section 4. Exclusion from other property 

tax reductions or exemptions. If a taxable value decrease is 

taken pursuant to [sections l through 51, other property tax 

reductions or exemptions, including but not limited to those 

provided in lS-6-135, 15-24-1402, and 15-24-1501, are not 

allowed for the qualifying property. 

NEW SECTION, Section 5. Rules. The department of 

revenue shall prescribe rules necessary to carry out the 

purposes of (sections l through SJ. 

NEW SECTION. Section 6. Codification instruction. 

[Sections 1 through 5] are intended to be codified as an 

integral part of Title 15, chapter 24, and the provisions of 

Title 15, chapter 24, apply to [sections l through 5]. 

NEW SECTION. Section 7. Effective date 

applicability. [This act] is effective on passage and 

approval and applies to tax years beginning after December 

31, 1991. 

-End-
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BOOSE BILL NO. 452 

INTRODUCED B'l LARSON, BERGSAGEL, BENEDICT, DOLEZAL, 

GOULD, CROMLEY, DAVIS, O'KEEFE, G. BECK, SCOTT, 

SCBYE, DAIL'l, LYNCH, TOOLE, WILLIAMS, SWIFT, PIPINICH 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A 5-'IBAR 

PR8PBR~'l--~AJI--BMl!MP~feN 7-YEAR TAXABLE VALUE DECREASE FOR 

QUALIFYING PR8PBR~'I MACHINERY AND EQUIPMENT OF Nl!lf--ANB 

EXPANDING INDUSTRIES THAT PROCESS MONTANA RAW MATERIALS OR 

USE MONTANA SEMIFINISHED PRODUCTS IN MANUFACTURING; DEFINING 

QUALIFYING PROPERTY; PROVIDING FOR GOVERNING BODY APPROVAL; 

PR8Y%9%NEI--PEJR--~HB--RBE!AP'l'l!RB--8P--PR8PER'f'l-~AMB9~-AMBNMN8 

see~%8N-¼S-6-¼~47-IIE!A~ AND PROVIDING A-BBbA'IBB AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration of this bill, 

The legislature contemplates that rules adopted by the 

department should, at a minimum, provide the following: 

t¼t--gaide¼ines-fer-in£erma~ien-thaC-mttsC--be--ee"~ained 

¼n-Che-app¼ieaCien-fer-preperty-tax-exemption, 

tit--the--rorms--~e--be--tt~ed-ey-a-firm-~e-app¼y-fer-~~e 

preperty-tax-exempt¼on-and-to-repert--emp¼oyment--assec±ated 
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witft-the-ase-0£-tax-exempt-preperty~ 

t3t--the--proeedttres-to-ensare-that-a-taxpayer-reeeiY¼ng 

a-tax-exemptioft-ander-th¼s-h¼½¼-dees-net-reeeive--afty--other 

property-eax-exemption-or-redttet¼on-£er-qtta¼¼£y¼ng-preperty~ 

t4t--the---preeedttres--fer--determininq--when--taxes--on 

preperty-reeeivin~-an-exemption-are-sub;eet-te-reeaptttre~ 

t5t--the--method--of--asses9inq--and--eo¼¼eet¼n~---taxes 

sttbjeet-to-reeaptttre~ 

tOt--tfte---def½nit¼en--0£--term9--and--estab¼istunent--e£ 

preeedares--that---are---apprepriate---£er---t~e---ef£ieient 

adlllinistratien-of-the-propert7-tax-exempt¼en~ 

(1) GUIDELINES FOR INFORMATION TBAT MUST BE CONTAINED 

IN THE APPLICATION FOR TAXABLE VALUE DECREASE; 

(2) THE FORMS TO BE USED BY A FIRM TO APPLY FOR THE 

TAXABLE VALOE DECREASE AND TO REPORT EMPLOYMENT ASSOCIATED 

WITH THE USE OF QUALIFYING PROPERTY; 

(3) THE PROCEDURES TO ENSURE THAT A TAXPAYER RECEIVING 

A TAXABLE VALUE DECREASE UNDER THIS BILL DOES NOT RECEIVE 

ANY OTHER PROPERTY TAX REDUCTION FOR _QUALIFYING PROPERTY; 

i.!l THE DEFINITION OF TERMS AND ESTABLISHMENT OF 

PROCEDURES THAT ARE APPROPRIATE FOR THE EFFICIENT 

ADMINISTRATION OF THE TAXABLE VALUE DECREASE, 

(5) PROCEDURES FOR THE ANNUAL RECOMPUTATION OF NUMBERS 

OF EXISTING EMPLOYEES AND NUMBERS OF NEW EMPLOYEES; 

ill CRITERIA THE DEPARTMENT INTENDS TO USE TO SAFEGOARD 
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THE FAITHFUL REPORTING OF EXISTING AND NEW EIIPLOYEES TO 

DETER TAXPAYERS FROM OSING TEMPORARY MEASURES OR OTHER 

ARTIFICES TO DEFLATE THE NOIIBER OF EXISTING EIIPLOYEES OR 

INFLATE THE lillMBER OF NEW EMPLOYEES CONTRARY TO THE SPIRIT 

OF THE PROGRNI.; AND 

ill_PROCEDORES FOR THE OEPARTM~NT TO REVIEW THE 

SPECIFIC RESPONSIBILITIES OF EACH NEW EMPLOYEE TO ENSURE 

THAT THE EMPLOYEE IS A 9_UALIFYING EMPLOYEE. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

(Refer to Introduced Bill) 

Strike everything after the enacting clause and insert: 

NEW SECTION. Sect ion l. Purpose. The purpose of 

[sections l through 5) is to encourage value-added 

manufacturing in Montana by providing a taxable value 

decrease for a 7-year period for qualifying personal 

property of expanding industries that process Montana raw 

materials or use Montana se11ifinished products in 

.manufacturing. 

NEW SECTI:9N. Section 2. Definitions • Unless the 

conteU requires otherwise. in {sections l through 5), the 

fol1-iog definitions apply: 

(ll "-Ezpana-ion• means that after January 1, 1992, the 

industry has added qualifying property within the 

jurisdi~tion either in the fi.rst tax year in which the 
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taxable value decrease provided for in (section 3] is to be 

received or in the preceding tax year. Expansion does not 

include property that: 

(a) has qualified for the tax exemption under 

15-24-1402; or 

(b) will create an adverse impact on existing state, 

county, or municipal services. 

(2) "Industry .. is a firm that engages in the mechanical 

or chemical transformation of materials or substances into 

new products in the manner defined as manufacturing in the 

1987 Standard Industrial Classification Manual prepared by 

the United States office of management and budget and that 

engages in the: 

ta) processing of MOntana raw materials such as 

minerals, ore, oil, gas, coal, agricultural products, and 

forestry p~C>ducts: or 

(b) processing of semifinished products produced in 

Montana. that are used by the industry as a raw material irt 

further manu'factut" ing .. 

(3) "Qualifying nployee• m-eans a person: 

ta) whos@ jol'I wall creatt!d as a result of expansion; and 

(bl whose position pay11 not lesll than three~quarters of 

the alllOunt of the average wag<! as detenliilied by the 

quarterly statistical report pulllishi!d tty the departlilent of 

labor and industry. 
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(4) "Qualifying property" means machinery and equipment 

that results in the hiring of qualifying employees used for 

the manufacture or processing of products described in 

subsection (2). 

NEW SECTION. Section J. Expanding industry tazable 

value decrease application -- approvai reports. (1) 

After January 1, 1992, an existing industry with qualifying 

property that represents an expansion of the industry is 

entitled to receive a decrease in the tax rate for class 

eight property if the property results in the hiring of 

full-time qualifying employees for each year in which the 

taxable value decrease is in effect. 

(2) A person, firm, or other group seeking to qualify 

its property for the taxable value decrease under subsection 

(1) shall apply to the department of revenue on a form 

provided by the department. The application must include: 

(a) the description of the personal property that may 

qualify for the taxable value decrease; 

(b) the date on which the qualifying property is 

intended to be operational; 

{c) the rate of pay and number of existing employees 

and new employees to be used in the operation of the 

qualifying property: 

(d) a statement that the new employees are in addition 

to the existing workforce of the industry and the specific 

-5- HB 452 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0452/02 

responsibilities of each new employee; and 

(e} a statement that all the applicant 1 s taxes are paid 

in full. 

(3) The department shall make an initial determination 

as to whether the industry qualifies for the taxable value 

decrease. 

(4) (a) If the department determines that the property 

qualifies for a taxable value decrease, the governing body 

of the affected county or the incorporated city or town 

shall give due notice as defined in 76-15-103 and hold a 

public hearing. The governing body may either approve or 

disapprove the grant of taxable value decrease. The 

governing body may not grant approval for the project until 

all of the applicant's taxes have been paid in full. Taxes 

paid under protest do not preclude approval. 

(bJ The resolution provided for in subsection (4)(a) 

must include the document that grants approval of the 

application that was submitted to the department by the 

taxpayer seeking the taxable value decrease. 

(5) The tax reduction described in subsection (1) 

applies to: 

(a) the number of mills levied and assessed for local 

high school district and elementary school district 

purposes: 

(b) the number of mills levied and assessed by the 
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over which the 

(6) The nWlher of new employees used by the department 

to calculate the taxable value decrease in subsection (7), 

aust be determined by the wages paid to qualifying 

employees. A qualifying employee paid the amount of the 

avera.)e wage as determined by the quarterly statistical 

report published by the department of labor and industry is 

considered one new employeea Qualifying 

considered equivalent new employees if 

employees are 

they are paid 

three-quarters of the average wage or more. The qualifying 

e11ployee is the equivalent of a new employee in the same 

fraction tba.t his wages are to the average vage, but a 

qualifying employee may not be considered more than two new 

employees. 

(7) (a) Qualifying property is entitled to a decrease 

in the taxable rate of class eight property based upon a 

percentage difference between a possible low rate of 31 and 

a high rate of the existing claas eight property ta• rate. 

The redilced ta.able value rate is determined by calculating 

the inverse of the n-,:; of equivalent new eaployees 

divided by the- ~r of -isting employees and multiplying 

the- psoduct af that ca.u::ulation by tbe decimal equivalent of 

25 the ta&. rate for class eight property. 
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For each year that the taxable value decrease is in 

the taxpayer shall report by March 1 to the 

department on forfts prescribed by the department the wages 

of and the number of qualifying employees that are used in 

the operation of the qualifying property for which the 

taxable value decrease was granted. 

NEW SECTION. Section 4. Ezclueion froa other property 

taz. reductions or eZl!lllptions. If a taxable value decrease is 

taken pursuant to (sections l througb 5), other property tax 

reductions or exemptions, including but not limited to those 

provided in 15-6-135, 15-24-1402, and 15-24-1501, are not 

allowed for the qualifying property. 

NEW SECTION. Sections. Rules. The department of 

revenue shall prescribe rules necessary to carry out the 

purposes of [sections l through 5). 

NEW SECTION. Section 6. Codification instruction. 

[Sections l through 51 are intended to b@ codified as an 

integral part of Title 15, chapter 24, and the provisions of 

Title 15, chapter 24, apply to (sections l through 5). 

NEW SECTION. section 7. Bt'fective date 

applicability. [This act] is effective on passage and 

approval and applies to tax years beginning after Dec-r 

31, 1991. 

-End-
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MR. PRESIDENT: 

SENATE STANDING COMMITTEE REPORT 

Page 1 of 1 
April 12, 1991 

We, your committee on Taxation having had under consideration 
House Bill No. 452 (third reading copy -- blue), respectfully 
report that House Bill No. 452 be amended and as so amended be 
concurred in: 

1. Page 3, line 23. 
Strike: ''January 1, 1992" 
Ensert: "December 31, 1991" 

2. Page 6, line 9. 
Strike, "or the" 
Insert: ", consolidated government," 
Following: "town" 
Insert, " or school district" 

3. Page 6, line 11. 
Strike: "The" 
Insert, "Each" 

4. Page 6 I line 12. 
Strike: "The" 
Insert: "A'' 

5. Page 6, lines 22 through 24. 
Strike: subsection (a) in its entirety 
Renumber, subsequent subsections 

6. Page 6, line 25. 
Following: "by" 
Strike, "the" 
Insert: "each" 

7. Page 7, line 3. 
Following, "levies" 
Insert, "if the governing body approving the tax reduqtion is a 

county, consolidated government, or incorporated city or 
town" 

Sec. of Senate 
/) ':? < .,;, ..._)_, 

781336SC.SLB 
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HOUSE BILL NO. 452 

INTRODUCED BY LARSON, BERGSAGEL, BENEDICT, DOLEZAL, 

GOOLD, CROMLEY, DAVIS, O'KEEFE, G. BECK, SCOTT, 

SCHYE, DAILY, LYNCH, TOOLE, WILLIAMS, SWIFT, PIPINICH 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A 5-!lBAR 

PR8PBRT!l--TAJI--BHBMPT¼8N 7-YEAR TAXABLE VALUE DECREASE FOR 

QUALIFYING PR0PBRT!l MACHINERY AND EQUIPMENT OF NBW--ANB 

EXPANDING INDUSTRIES THAT PROCESS MONTANA RAW MATERIALS OR 

USE MONTANA SEMIFINISHED PRODUCTS IN MANUFACTURING; DEFINING 

QUALIFYING PROPERTY; PROVIDING FOR GOVERNING BODY APPROVAL; 

PR0Y¼B¼N6--P0R--THB--RBBAPTHRB--6P--PR8PBRT!l-TAHBS7-AMBNB¼N6 

SBBT¼8N-l5-6-l34,-MeA7 AND PROVIDING A-BBbA!lBB AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration of this bill. 

The legislature contemplates that rules adopted by the 

department should, at a minimum, provide the following: 

t¼t--gttideiines-rer-tnfe~mation-tnat-mHst--be--eentatned 

in-the-epp¼ieatien-rer-preperty-tax-exempt±en~ 

tit--the--fo~ms--te--be--~~ed-by-a-£trm-to-~~p¼y-fer-the 

preperty-tax-exemptton-and-to-~eport--emp¼oyffle~~--assoeiated 
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w±th-the-ttse-ef-tax-exempt-property7 

t3t--the--proeedttres-to-ensttre-that-a-taxpayer-reee±•±ng 

a-tax-exempt±on-ttnder-th±s-b±%¼-dee~-net-reee±ve--any--other 

property-tax-exempt±on-er-redttet±on-for-qaal±fying-propertyT 

t•t--the---proeedttres--for--determt~tng--when--taxes--on 

property-reee±v±ng-an-exempt±on-are-sabjeet-to-reeapt~re7 

t5t--the--methed--ef--a~~esstng--and--eo¼lecting---taxes 

stte;eet-to-reeaptttre; 

f6t--the---def±n±t±en--or--terms--and--establishfflent--o£ 

proeedttres--that---are---apprepr±ate---for---the---eff±eient 

adm±n±strat±en-ef-the-property-~ax-exemption7 

(l) GUIDELINES FOR INFORMATION THAT MUST BE CONTAINED 

IN THE APPLICATION FOR TAXABLE VALUE DECREASE; 

(2) THE FORMS TO BE USED BY A FIRM TO APPLY FOR THE 

TAXABLE VALUE DECREASE AND TO REPORT EMPLOYMENT ASSOCIATED 

WITH THE USE OF QUALIFYING PROPERTY; 

(3) THE PROCEDURES TO ENSURE THAT A TAXPAYER RECEIVING 

A TAXABLE VALUE DECREASE UNDER THIS BILL DOES NOT RECEIVE 

ANY OTHER PROPERTY TAX REDUCTION FOR ~UALIFYING PROPERTY; 

(4) THE DEF~NITION OF TERMS AND ESTABLISHMENT OF 

PROCEDURES THAT ARE APPROPRIATE FOR THE EFFICIENT 

ADMINISTRATION OF THE TAXABLE VALUE DECREASE; 

(5) PROCEDURES FOR THE ANNUAL RECOMPUTATION OF NUMBERS 

,,,
0 EXISTING EMPLOYEES AND NUMBERS OF :-lEW EMPc,OiEES; 

ill CRITERIA THE DEPARTMENT INTENDS TO uSE TO SAFEGUARD 
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THE FAITHFUL REPORTING OF EXISTING AND NEW EMPLOYEES TO 

DETER TAXPAYERS FROM USING TEMPORARY MEASURES OR OTHER 

ARTIFICES TO DEFLATE THE NUMBER OF EXISTING EMPLOYEES OR 

INFLATE THE NUMBER OF NEW EMPLOYEES CONTRARY TO THE SPIRIT 

OF THE PROGRAM, AND 

ill PROCEDURES FOR THE DEPARTMENT TO REVIEW THE 

SPECIFIC RESPONSIBILITIES OF EACH NEW EMPLOYEE TO ENSURE 

THAT THE EMPLOYEE IS A guALIFYING EMPLOYEE. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

(Refer to Introduced Bill) 

Strike everything after the enacting clause and insert: 

NEW SECTION. Section 1. Purpose. The purpose of 

[sections l through 5) is to encou[age value-added 

manufacturing in Montana by providing a taxable value 

decrease for a 7-year period for qualifying personal 

property of expanding industries that process Montana raw 

materials or use Montana semi finished products in 

manufacturing. 

NEW SECTION. Section 2. Definitions. Unless the 

context requires otherwise, in {sections 1 through SJ, the 

following definitions apply: 

(1) "Expansion" means that after deu,1:2e:'l'y--t7---¼99~ 

DECEMBER 31, 1991, the industry has added qual lfying 

property within the jurisdiction either in the first tax 
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year in which the taxable value decrease provided for in 

[section 3] is to be received or in the preceding tax year. 

Expansion does not include property that: 

(a) has qualified for the tax exemption under 

15-24-1402; or 

(b} will create an adverse impact on existing state, 

county, or municipal services. 

(2) "Industry" is a firm that engages in the mechanical 

or chemical transformation of materials or substances into 

new products in the manner defined as manufacturing in the 

1987 Standard Industrial Classification Manual prepared by 

the United States office of management and budget and that 

engages in the: 

(a) processing of Montana raw materials such as 

minerals, ore, oil, gas, coal, agricultural products, and 

forestry products; or 

(b) processing of semifinished products produced in 

Montana that are used by the industry as a raw material in 

further manufacturing. 

(3} "Qualifying employee" means a person: 

(a) whose job was created as a result of expansion: and 

(b) whose position pays not less than three-quarters of 

the amount of the average wage as determined by the 

quarterly statisticdl report published by the department of 

labor and industry. 
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(4) "Qualifying property 11 means machinery and equipment 

that results in the hiring of qualifying employees used for 

the manufacture or processing of products described in 

subsection (2). 

NEW SECTION. Section 3. EJCpanding industry taxable 

value decrease application -- approval reports. ( l) 

After January l, 1992, an existing industry with qualifying 

property that represents an expansion of the industry is 

entitled to receive a decrease in the tax rate for class 

eight property if the property results in the hiring of 

full-time qualifying employees for each year in which the 

taxable value decrease is in effect. 

(2) A person, firm, or other group seeking to qualify 

its property for the taxable value decrease under subsection 

(1) shall apply to the department of revenue on a form 

provided by the department. The application must include: 

(a) the description of the personal property that may 

qualify for the taxable value decrease; 

(b) the date on which the qualifying property is 

intended to be operational; 

(c) the rate of pay and number of existing employees 

and new employees to be used in the operation of the 

qualifying property: 

(d) a statement that the new employees are in addition 

to the existing workforce of the industry and the specific 
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responsibilities of each new employee; and 

(e} a statement that all the applicant's taxes are paid 

in full. 

(3} The department shall make an initial determination 

as to whether the industry qualifies for the taxable value 

decrease. 

(4) (a) If the department determines that the property 

qualifies for a taxable value decrease, the governing body 

of the affected county o~--the, CONSOLIDATED GOVERNMENT, 

incorporated city or town, OR SCHOOL DISTRICT shall give due 

notice as defined in 76-15-103 and hold a public hearing. 

~he EACH governing body may either approve or disapprove the 

grant of taxable value decrease. ~he~ governing body may 

not grant approval for the project until all of the 

applicant's taxes have been paid in full. Taxes paid under 

protest do not preclude approval. 

(b) The resolution provided 

must include the document that 

application that was submitted 

for in subsection {4){a) 

grants approval of the 

to the department by the 

taxpayer seeking the taxable value decrease. 

(SJ The tax reduction described in subsection (1) 

applies to: 

tet--~he-"ttmbe~-o~-m±¼¼~-¼e~ied-aftd-a~~e~~ed--for--¼oea± 

~±gh---sehee½---di~trie~---a~e--e¼emen~ary--~ehoot--di~tr±e~ 

purpo~~~~ 
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tBtfil_ the number of mills levied and assessed by ~he 

EACH governing body approving the benefit over which the 

governing body has sole discretion; and 

tetfil statewide levies IF THE GOVERNING BODY APPROVING 

THE TAX REDUCTION IS A COUNTY, CONSOLIDAT~ GOVERNME_NT, OR 

INCORPORATED CITY OR TOWN. 

(6) The number of new employees used by the department 

to calculate the taxable value decrease in subsection (7), 

must be determined by the wages paid to qualifying 

employees. A qualifying employee paid the amount of the 

average wage as determined by the quarterly statistical 

report published by the department of labor and industry is 

considered one new employee. Qualifying employees are 

considered equivalent new employees if they are paid 

three-quarters of the average wage O[ more. The qualifying 

employee is the equivalent of a new employee in the same 

fraction that his wages are to the average wage, but a 

qualifying employee may not be considered more than two new 

employees. 

(7) la) Qualifying property is entitled to a decrease 

in the taxable rate of class eight property based upon a 

percentage difference between a possible low rate of 3% and 

a high rate of the existing class eight property tax rate. 

The reduced taxable value rate is determined by calculating 

the inverse of the number of equivalent ne...., employees 
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divided by the number of existing employees and multiplying 

the product of that calculation by the decimal equivalent of 

the tax rate for class eight property. 

(b) For each year that the taxable value decrease is in 

effect, the taxpayer shall report by March 1 to the 

department on forms prescribed by the department the wages 

of and the number of qualifying employees that are used in 

the operation of the qualifying property for which the 

taxable value decrease was granted. 

NEW SECTION. Section 4. Exclusion from other property 

tax reductions or exemptions. If a taxable value decrease is 

taken pursuant to [sections l through 51, other property tax 

reductions or exemptions, including but not limited to those 

provided in 15-6-135, 15-24-1402, and 

allowed for the qualifying property. 

NEW SECTION. Section 5. Rules. 

15-24-1501, are 

The department 

not 

of 

revenue shall prescribe rules necessary to carry out the 

purposes of [sections l through 5}. 

NEW SECTION. Section 6. Codification instruction. 

[Sections 1 through 5] are intended to be codified as an 

integral part of Title 15, chapter 24, and the provisions of 

Title 15, chapter 24, apply to [sections 1 through 5). 

NEW SECTION. Section 7. Effective date 

applicability. [ Th1 s act.] is etfective on passage and 

25 approval and applies to tax years beginning after December 
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Free Conference Committee 
on House Bill 452 

Report No. 1, April 22, 1991 

Mr.·speaker and Mr. President: 

Page 1 of 1 

We, your Free Conference Committee met and considered House Bill 
452 and recommend that House Bill 452 (reference copy -- salmon) 
be amended as follows: 

1. Page 5, line 7. 
Strike: "January 1, 1992" 
Insert: "December 31, 1991" 

And this Free Conference Committee report be adopted. 

For the House: 

Rep.Larson, Chair 

Re 

ADOPT 

REJECT 

. '. 

For the Senate: 

Sen!i~M--

FCC ti I 
H~ VS'.l. 

860845CC.HSF 
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HOUSE BILL NO. 452 

INTRODUCED BY LARSON, BERGSAGEL, BENEDICT, DOLEZAL, 

GOULD, CROMLEY, DAVIS, O'KEEFE, G. BECK, SCOTT, 

SCHYE, DAILY, LYNCH, TOOLE, WILLIAMS, SWIFT, PIPINICH 

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING A 5-Y.E.AR 

PR0PBRT¥--TAH--BHBMPTf0N 7-YEAR TAXABLE VALUE DECREASE FOR 

QUALIFYING PR6PBRT¥ MACHINERY AND EQUIPMENT OF NfJW--ANB 

EXPANDING INDUSTRIES THAT PROCESS MONTANA RAW MATERIALS OR 

USE MONTANA SEMIFINISHED PRODUCTS IN MANUFACTURING; DEFINING 

QUALIFYING PROPERTY; PROVIDING FOR GOVERNING BODY APPROVAL; 

PR0VI0IN6--P0R--THB--RH€APTHRB--0P--PR6PERT¥-TAHBSt-AMEN0fN6 

SS€Tf6N-l5-6-l347-M€A7 AND PROVIDING A-BBbA¥BB AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the department of revenue is granted authority to adopt 

rules for the administration of this bill. 

The legislature contemplates that rules adopted by the 

department should, at a minimum, provide the following: 

t¼t--9~ide%¼nes-£er-½n£ormat¼on-that-ffltt9t--be--eenta¼ned 

±n-the-ap~%ieatien-£or-property-tax-exemption7 

t~t--the--£orms--to--ee--~~ed-by-a-£±rm-to-~ppiy-£or-tne 

property-tax-exempe¼on-and-~o-report--emp±eymene--~~~oeiare~ 

~"' ,,.,.,.,, •• Cou=•' 
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wttk-the-tt~e-of-tax-exempt-property~ 

t3t--the--proeedttre9-to-ensttre-thet-a-taxpayer-reeeivin9 

a-tax-exempt±on-nnder-th±s-b±¼¼-does-not-reee±ve--any--other 

preperty-tax-exempt±e~-or-redttet±on-fer-qtta¼±fy±ng-property; 

t4t--the---proeed~res--£or--determ±n±ng--vhen--taxe~--en 

property-reee±v±n9-an-exempt±on-are-sttb;eet-to-reeap~ttre~ 

t5t--the--method--o£--as9e~s¼"g--afta--eo¼¼eettng---eaxes 

~ttbjeee-to-reea~tttre; 

t6t--the---de£initio"--o£--terM~--and--estab±ishment--o£ 

proeedttres--that---are---appropriate---£or---the---e£f~e±e"t 

admini9tration-o£-the-~ro~erty-tax-exem~tiono 

(1) GUIDELINES FOR INFORMATION THAT MUST BE CONTAINED 

IN THE APPLICATION FOR TAXABLE VALUE DECREASE, 

( 2) THE FORMS TO BE USED BY A FIRM TO APPLY FOR THE 

TAXABLE VALUE DECREASE AND TO REPORT EMPLOYMENT ASSOCIATED 

WITH THE USE OF QUALIFYING PROPERTY; 

(3) THE PROCEDURES TO ENSURE THAT A TAXPAYER RECEIVING 

A TAXABLE VALUE DECREASE UNDER THIS BILL DOES NOT RECEIVE 

ANY OTHER PROPERTY TAX REDUCTION FOR QUALIFYING PROPERTY; 

_Ll_L THE DEFINITION OF TERMS AND ESTABLISHMENT OF 

PROCEDURES THAT ARE APPROPRIATE FOR THE EFFICIENT 

ADMINISTRATION OF THE TAXABLE VALUE DECREASE; 

(5) PROCEDURES FOR THE ANNUAL RECOMPUTATION OF NUMBERS 

OF EXISTING EMPLOYEES AND NUMBERS OF NEW EMPLOYEES; 

J _ _S?_J CHlTl:R!A THE DEPARTMENT =:~TENDS I'O GSE ~C' S.~='EGCA~D 

-2- HB 452 
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THE FAITHFUL REPORTING OF EXISTING AND NEW EMPLOYEES TO 

DETER TAXPAYERS FROM USING TEMPORARY MEASURES OR OTHER 

ARTIFICES TO DEFLATE THE NUMBER OF EXISTING EMPLOYEES OR 

INFLATE THE NUMBER OF NEW EMPLOYEES CONTRARY TO THE SPIRIT 

OF THE PROGRAM; AND 

ill PROCEDURES FOR THE DEPARTMENT TO REVIEW THE 

SPECIFIC RESPONSIBILITIES OF EACH NEW EMPLOYEE TO ENSURE 

THAT THE EMPLOYEE IS A _QUALIFYING EMPLOYEE. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA, 

(Refer to Introduced Bill) 

Strike everything after the enacting clause and insert: 

NEW SECT~ON. Section ,. Purpose. The purpose of 

[sections 1 through 5) is to encourage value-added 

manufacturing 1n Montana by providing a taxable value 

decrease for a 7-year period for qualifying personal 

property of expanding industries that process ~ontana raw 

materials er use Montana semi finished products in 

manufacturing. 

NEW SECTION. Section 2. Definitions. Unless the 

context requires otherwise, in [sections 1 through 51, the 

following definitions apply: 

( 1) ''Expansion'' means that after da~~ary--½y---¼99i 

DECE~BF:rl 3 _:._ , l '::19 _:_, ~he industry has adJed 0G3lif~- ::~ 

property w1tnin the jurisdiction either 1n the firsc tax 
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year in which the taxable value decrease provided for in 

(section 3) is to be received or in the preceding tax year. 

Expansion does not include property that: 

(a) h~s qualified for the tax exemption under 

15-24-1402; or 

(b) will create an adverse impact on existing state, 

county, or municipal services. 

( 2) "Industry" is a firm that engages in the mechanical 

or chemical transformation of materials or substances into 

new products in the manner defined as manufacturing in the 

1987 Standard Industrial Classification Manual prepared by 

the United States office of management and budget and that 

engages in the: 

(a) processing of Montana raw materials such as 

minerals, ore, oil, gas, coal, agricultural products, and 

forestry products; or 

(b) processing of semifinished products produced in 

Montana that are used by the industry as a raw material in 

further manufacturing. 

( 3) "Qualifying employee" means a person~ 

{a) whose job was created as a result of expansion; and 

(b) whose position pays not less than three-quarters of 

the amount of the average wage as determined by the 

quarterly statistical rPpart publishPd by the department of 

ldbor and industry. 
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(4) "Qualifying property" means machinery and equipment 

that results in the hiring of qualifying employees used for 

the manufacture or processing of products described in 

subsection ( 2). 

NEW SECTION. Section 3. Expanding 

value decrease -- application -- approval 

After aan~~~y--¼,--¼99~ DECEMB_!:R 31, 

industry taxable 

reports. (1) 

1991, an existing 

industry with qualifying property that represents an 

expansion of the industry is entitled to receive a decrease 

in the tax rate for class eight property if the property 

results in the hiring of full-time qualifying employees for 

each year in which the taxable value decrease is in effect. 

(2) A person, firm, or other group seeking to qualify 

its property for the taxable value decrease under subsection 

(1) shall apply to the department of revenue on a form 

provided by the department. The application must include: 

(a) the description of the personal property that may 

qualify for the taxable value decrease; 

{b) the date on which the qualifying property is 

intended to be operational: 

( c) 

and new 

the rate of pay and number 

employees to be used 

qualifying property; 

of existing employees 

in the operation of the 

(d) a statement that the new employees dre in ddditi~n 

to the exist~ng worKforce of ~he industry and the spec1t12 
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responsibilities of each new employee; and 

(e) a statement that all the applicant's taxes are paid 

in full. 

(3) The department shall make an initial determination 

as to whether the industry qualifies :~r ~he taxable value 

decrease. 

{4) (a) If the department determines that the property 

qualifies for a taxable value decrease, the governing body 

of the affected county o~--the, CONSOLIDATED GOVERNMENT, 

incorporated city or town, OR SCHOOL DISTRICT shall give due 

notice as defined in 76-15-103 and hold a public hearing. 

The EACH governing body may either approve or disapprove the 

grant of taxable value decrease. ~he~ governing body may 

not grant approval for the project until all of the 

applicant's taxes have been paid in full. T·axes paid under 

protest do not preclude approval. 

(b) The resolution provided for in subsection (4)(a) 

must include the document that grants approval of the 

application that was submitted to the department by the 

taxpayer seeking the taxable value decrease. 

(5) The tax reduction described in subsection {l) 

applies to: 

tet--~he--nttmbe~--of-m¼li~-¼e~tee-~~d-~~~e~~ed-£or-ioe~i 

hi~n-~~eh~~t--M~~~r~~t--a~d---eieme~~~~y---~ehoet---~i~t~~e~ 

pttr-~~~t"~~ 
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fbt~ the number of mills levied and assessed by ~ke 

EACH governing body approving the benefit over which the 

governing body has sole discretion; and 

tetl!U_ statewide levies IF THE GOVERNING BODY APPROVING 

THE TAX REDuCTION rs A COUNTY, CONSOLIDATED GOVERNMENT, OR 

INCORPORATED CITY OR TOWN. 

(6) The r.umber of new employees used by the department 

to calculate the taxable value decrease in subsection (7), 

must be determined by the wages paid to qualifying 

employees. A qualifying employee paid the amount of the 

average wage as determi~ed by the quarterly statistical 

report published by the department of labor and industry is 

considered one new employee. Qualifying employees are 

considered equivalent new employees if they are paid 

three-quarters of the average wage or more. The qualifying 

employee is the equivalent of a new employee in the same 

fraction that his wages are to the average wage, but a 

qualifying employee may not be considered more than two new 

employees. 

(7) {a) Qualifying property is entitled to a decrease 

in the taxable rate of class eight property based upon a 

percentage difference between a possible low rate of 3% and 

a high rate of the existing class eight property tax rate. 

The reduced taxable value rate is determined by calculating 

the inverse of the number of eauivalent new employees 
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divided by the number of existing employees and multiplying 

the product of that calculation by the decimal equivalent of 

the tax rate for class eight property. 

{b) F~r each year that the taxable value decrease is in 

effect, the taxpayer shall report by March l to the 

department on forms prescribed by the department the wages 

of and the number of qualifying employees that are used in 

the operation of the qualifying property for which the 

taxable value decrease was granted. 

NEW SECTION. Section 4. &i<clusion from other property 

tax reductions or exemptions. If a taxable value decrease is 

taken pursuant to [sections l through S], other property tax 

reductions or exemptions, including but not limited to those 

provided in 15-6-135, 15-24-1402, and 15-24-1501, are not 

allowed for the qualifying property. 

NEW SECTION. Section 5. Rules. The department of 

revenue shall prescribe rules necessary to carry out the 

purposes of [sections 1 through 5]. 

NEW SECTION. Section 6. Codification instruction. 

[Sections l through 5] are intended to be codified as an 

integral part of Title 15, chapter 24, and the provisions of 

Title 15, chapter 24, apply to [sections l through 5]. 

NEW SECTION. Section 7. Effective date 

applicability. (This actj 1s effective on passage and 

25 approval and app~ies to tax years beginning after December 
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1 31, 1991. 

-End-

-9- HB 452 




