HOUSE BILL NO. $70
INTRODUCED BY COCCHIARELLA, BROOKE, O'KEEFE, QUILICI,
STANG, HARRINGTON, LARSON, HOFFMAN, GRADY, THOMAS, GILBERT,
DRISCOLL, FOSTER, DAILY, KILPATRICK, SQUIRES, BENEDICT,
PAVLOVICH, T. NELSON, KIMBERLEY, REAM, HALLIGAN
IN THE HOUSE

FEBRUARY 22, 1991 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION.

FIRST READING.

MARCH 23, 1991 COMMITTEE RECOMMEND BILL

DO PASS AS AMENDED. REPORT ADOPTED.
MARCH 25, 1991 PRINTING REPORT.
APRIL 3, 1991 SECOND READING, DO PASS A5 AMENDED.

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

THIRD READING, PASSED.
AYES, 93; NOES, 7.

APRIL 4, 1991 ENGROSSING REPORT.
IN THE SENATE

" APRIL 4, 1991 INTRODUCED AND REFERRED TC COMMITTEE
ON TAXATION,

FIRST READING.

APRIL 12, 1991 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

APRIL 15, 19591 SECOND READING, CONCURRED IN.

APRIL 16, 1591 THIRD READING, CONCURRED IN.

AYES, 49; NOEsS, 0.
RETURNED TO HQUSE WITH AMENDMENTS.
IN THE HOUSE

APRIL 18, 1991 RECEIVED FROM SENATE.



APRIL 19,

1991

SECOND READING, AMENDMENTS
CONCURRED IN,.

THIRD READING, AMENDMENTS
CONCURRED IN.

SENT TO ENROLLING.

REPORTED CORRECTLY ENRCLLED.
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PROPERTY TO

INCLUDE TRANSPORTATION, WAREHOUSING,
DISTRIBUTION, AND COMMUNICATION SERVICES; REQUIRING THAT A
NEW INDUSTRY RECEIVE S0 PERCENT OR MORE OF ITS INCOME FROM
OUT~OF-STATE SALES 1IN ORDER TO QUALIFY FOR CLASS FIVE
PROPERTY; REVISING THE DEFINITION OF A NEW OR EXPANDING
INDUSTRY THAT QUALIFIES FOR CERTAIN PROPERTY TAX BENEFITS;
REQUIRING THAT A QUALIFYING INDUSTRY RECEIVE 50 PERCENT OR
MORE OF ITS INCOME FROM SALES QUTSIDE THE JURISDICTION 1IN
WHICH IT IS LOCATED: APPLYING THE PROPERTY TAX BENEFIT TO
ALL MILLS LEVIED AGAINST THE QUALIFYING PROPERTY; REVISING
THE DEFINITION OF A NEW CORPORATION QUALIFYING FOR THE NEW
OR EXPANDED INDUSTRY CREDIT; AND AMENDING SECTIONS 15-6-135,

15-24-1401, 15-24-1402, AND 15-31-124, MCA."

BE IT ENACTED BY THE LEGISLATURE QF THE STATE OF MONTANA:
Section 1. section 15-6-135, MCA, is amended to read:
"“15-6-135. Class five property -- description -

taxable percentage. (1) Class five property includes:

{a) all property used and owned by ccoperative rural
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LC 1847/01

electrical and cooperative rural telephone associations
organized under the laws of Montana, except property owned
by c¢ooperative organizations described in subsection (l}{(b)
of 15-6-137;

(b) air and water pollution control eguipment as
defined in this section;

(c) new industrial property as defined in this section;

{d) any personal or real property used primarily in the
production of gasohel during construction and for the first
3 years of its operation:

(e) all land and improvements and all personal property
owned by a research and develcopment firm, provided that the
property is actively devoted to research and development;

{£) machinery and egquipment used in electrolytic

reduction facilities.

{2) {a) "ARir and water pollution equipment” means
facilities, machinery, or equipment used to reduce or
contrel water or atmospheric pollution or contamination by
removing, reducing, altering, disposing, or storing
pollutants, contaminants, wastes, or heat. The department of
health and environmental sciences shall determine if such
utilization is being made.
(b} The department of

health and environmental

sciences' determination as to air and water pollution

equipment may oe appealed to the board of health and
INTRQDUCED BILL
Hes qne
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environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal beard.
However, the appraised value of the equipment as determined
by the department of revenue may be appealed to the county
tax appeal board and the stale tax appeal board.

{3} "New industrial property" means any new industrial
plant, including land, buildings, machinery, and fixtures,
used by new industries during the first 3 years of their
operation. The property may nhot have been assessed within
the state of Montana prior to July 1., 1961.

t4) {a) "New industry" means any person, corperation,
firm, partnership, association, or other group that
establishes a new plant in Montana for the operation of a

new industrial endeavory and that earns 50% or more of its

gross operating  income from out-of-state sales. a3 New

industry is distinguished from a mere expansion,
reporganlization, or merger of an existing industry.

(b) New industry includes onty-those industries that:

(i) manufacture, mill, mine, produce, process, Oor
fabricate materials;

{ii) do similar work, employing capital and labor, in
which materials unserviceable in their natural state are
extracted, processed, or made fit for use or are
substantially altered or treated so as to create commercial

products or materials; or
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{iii) engage in the mechanical Qr chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 932 1987
Standard Industrial <{lassification Manual prepared by the
United States office of management and budget; or

{iv) provide transportation, warehousing, distribution,

or communications services.

(5) New industrial property dees not include:

{a) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or
professions;

{b) a plant that will create adverse impact on existing
state, county, or municipal services:; or

{¢) property used or employed in any industrial plant
that has been in operation in this state for 3 years or
longer,

{(6) <Class five property 1is taxed at 3% of its market
value."

Section 2. section 15-24~1401, MCA, is amended to read:

"15-24-1401. Definitions. The following definitions
apply to 15-24-1402 unless the context requires otherwise:

(1) “Expansion" meang that the industry has added after
July 1, 1987, at least $250,000 worth of qualifying
improvements or modernized processes to its property within

the same jurisdiction either in the first tax year in which

_4.,..
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the benefits provided for in 15-24-1402 are to be recelived
or in the preceding tax year.

(2) "Industry” means a firm that receives 50% or more

of its gross cperating income from sales outside the

jurisdiction approving the tax benefits described in

15-24-1402. industry includes but is not limited to a firm

that engages in the:

(a} mechanical or chemical transformaticn of materials
or substances into products in the manner defined as
manufacturing in the 1972 Standard Industrial Classification
Manual prepared by the United States office of management
and budget;

{b) extraction or harvesting of minerals, ore, or
forestry products; er

(c} processing of Montana raw materials such as
minerals, ore, agriculturai products, and forestry products;
or

{d} provision of transportation, warehousing,

distribution, or communications services.

{3) "New" means that the industry 1is new to the
jurisdiction approving the resoluticn provided for in
15-24~-1402¢3¥(2) and has invested after July 1, 1987, at
least $500,000 worth of qualifying improvements or
mocdernized processes in the jurisdiction either in the Eirst

tax year in which the benefits provided for in 15-24-1402
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are to be received or in the preceding tax year. New
industry does not inciude property treated as new industrial
property under 15-6-135.

(4) “"Qualifying" means meeting all the terms,
conditions, and requirements for a reduction in taxable
value under 15-24-1401 and 15-24-1402.°

Section 3. Section 15-24-1402, MCA, is amended to read:

"15-24-1402. New or expanding industry -- assessment.
t1) In the first 5 vyears after a construction permit is
issued, qualifying improvements or modernized processes that
represent new industry or expansion of an existing industry,
as designated in the approving resoluticn, shall be taxed at
50% of their taxable wvalue. Each year thereafter, the
percentage shall be increased by equal percentages until the
fuil taxable wvalue 1is attained in the 10th year. In
subseguent years., the property shall be taxed at 100% of its
taxable wvalue.

(2) {a) In order for a taxpayer to receive the tax
bpenefits described in subsection (1), the governing body of
the affected county or the incorporated city or town must
have approved by separate resolution for each project,
following due notice as defined in 76-15-103 and a public
hearing, the use of the schedule provided for in subsectiocn
(1) Ffor its respective jurisdiction. The governing body may

nct grant approval  for the project until all of the
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applicant's taxes have been paid in full, Taxes paid under
protest do not preclude approval.

(b} The governing body may end the tax benefits by
majority vote at any time, but the tax benefits may not be
denied an industrial facility that previously qualified for
the benefits.

(c) The resolution provided for in subsection (2)(a)
shall include a definition of the improvements or modernized
processes that qualify for the tax treatment that is to be
allowed in the taxing jurisdiction. The resolution may
provide that real property other than land, perscnal
property, improvements, or any combination thereof is
eligible for the tax benefits described in subsection (1l).

{3) The taxpayer must apply tc the county assessor on a
form provided by the department of revenue for the tax
treatment allowed under subsection (l). The application by
the taxpayer must first be approved by the governing body of
the appropriate local taxing jurisdiction, and the governing
body must indicate in its approval that the property of the
applicant qualifies for the tax treatment provided for in
this section. Upon receipt of the form with the approval of
the governing body of the affected taxing jurisdiction, the
assessor shall make the assessment change pursuant to this
section.

(4) The tax benefit described in subsection (1) applies

-7

()]

& o~

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1847/01

onty to the—-number--of all mills levied and assessed,
including fer--tocar--high--sehosi--district-and-eitemencary
acheat-district-purposes—and-to-the-number-of--miiis--tevied
and--assessed-—-by-—the--geverning-bedy-appreving—the-benefit
aver-which-the-governing-body-has--sate-~diserertonrs——in--no
case--may-—-the--henefic~-described-in-subsection-+iy-appiy—teo
levies or assessments required under Title 15, chapter 10,
20-9-331, 20-5-333, or otherwise required under state law in

the taxing units in which the gqualifying property is

located."”

Section 4. Section 15-31-124, MCA, is amended to read:

"15-31-124. New ° or expanded industry credit -—-—
definitions. As used ln 15-21-124 through 15-31-127, the
following definitions apply:

(1) "Department" means the department of revenue.

(2) "Expanding" means to expand or diversify a present
ovperation to increase total full-time jobs by 30% or more.

(3) "Manufacturing"” means the process of mechanical or
chemical transformation of materials or substances into new
products, as described in the standard industrial
classification manual of 1972 by the office of management
and budget of the United States.

{4) (a) "New corporation” means a corporation engaging
in manufacturing for the first time in this state, and

manufastering-—-a--product-—-not-—cgrrentiy—-mancfactyred-—-—-or

_8...



o

o w o o~

12
13
14
15
16
17
18

19

LC 1B47/01

substantiatiy-simitar-to-a-preduct-currentiy-manufactured-by
that-corporation-or-any-affitiate-corporation-in-this-seates

A new corpeoration includes:

{i} a manufacturing corporation existing outside of

Montana that enters into manufacturing in the state;

{ii) a nonmanufacturing corporation within the state

that enters into manufacturing in the state; or

({iii) a corporation newly formed in Montana and entering

into manufacturing operations in the state.

(b} 4t A new corporation does not include:

{1} reeorganizimng--am a corporation reorganized from a

previocusly existing corporation that has been engaged in

manufacturing in this state; or

tii) the--ecreation-of a corporation created as a parent,

subsidiary, or affiliate of an existing corporation that has

been engaged in manufacturing in this state of which 58% 20%

or more of the ownership is ewmed-er-ceneretied held by the

same--persony--corporatisny-sr-association corporation or by

the stockholders of the corporation."

~End-



STATE OF MONTANA - FISCAL NOTE
Form BD-15

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0970, as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act to generally revise the tax treatment of new and expanding industry; revising the definition of a new industry that
qualifies as class five property to include transportation, warehousing, distribution, and communication services; requiring
that a new industry receive 50 percent or more of its income from out-of state sales in order to qualify for class five
property; revising the definition of a new or expanding industry that qualifies for certain property tax benefits; requiring
that a qualifying industry receive 50 percent or more of its income from sales outside the jurisdiction in which it is

located; applying the property tax benefit to all mills levied against the qualifying property; revising the definition of a
new corporation qualifying for the new or expanded industry credit.

F1SCAL JMPACT:

Under the proposal, class 5 new industry property is expanded to include industries that provide transportation,
warehousing, distribution, or communications services. To the extent that this additional language results in property
currently being taxed being provided class 5 status, local and state revenue could decline. This impact is expected to be

small. It also further restricts new industry to those industries which receive 50% or more of gross operating income from
cut-of-state sales.

Under the proposal, the benefit is extended to all mills levied and assessed against the property rather than just local

property. Also new and expanding industry is expanded to include industries that provide transportation, warehousing,
distribution, or communications services. To the extent that this additional language results in property currently being
fully taxed at the state and school level being provided with reduced rates, state and school revenues could decline. To
the extent that the expansion of the definiticn of new and expanding industry results in property currently being fully
taxed being provided with reduced rates; local, state, and school revenues could decline. The impact of these is expected

to be small. In addition, the proposal restricts new and expanding industry te those industries with 50% or more of gross
operating income from outside the jurisdiction approving the tax benefits.

This proposal would significantly expand the number of companies that could potentially qualify for the new or expanded
corporate tax benefit, impacting revenue to the state. Since the department does not have the number of potential
qualifiers nor the dollar value of the claims, it is not possible to quantify this impact.

-

Ay, Sl ks, oS54

ROD SUNDSTED, BUDGET DIRECTOR DATE VICKT COCCHTARELLA, PRIMARY SPONSOCR
0ffice of Budget and Program Planning

Fiscal Note for HBOY7Q. as introduced

HB G20



Fiscal Note Request, HBO970, as introduced
Form BD-15
Page 2

TECHNICAL NOTES:

Language in section 1, 4b(iv), allowing warehousing industries to be considered new industry, may conflict with language in
section 1 (5a), which excludes retail or wholesale merchants from new industry.

Language in section 1 (4a), restricting new industry to those industries with 50% or more of gross operating income from
sales out-of-statz and in section 2 (2), restricting new and expanding industry to those industries with 50% or more of gross

operating income from sales outside the jurisdiction approving the tax benefits, may restrict industries currently receiving
tax benefits under these sections.

HB 970
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APPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL NO. %70
INTRODUCED BY COCCHIARELLA, BROOKE, O'KEEFE, QUILICI,
STANG, HARRINGTON, LARSON, HOFFMAN, GRADY, THOMAS, GILBERT,
DRISCOLL, FOSTER, DAILY, KILPATRICK, SQUIRES, BENEDICT,

PAVLOVICH, T. NELSON, KIMBERLEY, REAM, HALLIGAN

B BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
TAX TREATMENT OF NEW AND EXPANDING INDUSTRY; REVISING THE
DEFINITION OQF A NEW INDUSTRY THAT QUALIFIES AS CLASS FIVE

PROPERTY TO INCLUDE COMPANIES THAT ENGAGE IN TRANSPORTATION,

WAREHOUSING, OR DISTRIBUTION; --ANB--ECOMMHNICAPION--SERVIEEST
REQUIREING - —~THAT-A-NEW-INPUSTRY -REEEIVE-50-PERCHNT-OR-MORE-OF
IPS-INEOME-FREM-OEP-OF-5PAPE-SALES—-IN-6RBBR-PO--9uAREPY--FOR

EhASS—-~FEIVE--PROPERTY QF COMMERCIAL PRODUCTS OR MATERIALS IF

50 PERCENT OR MORE OF THE INDUSTRY'S GROSS OPERATING SALES

OR RECEIPTS ARE EARNED FROM OUTSIDE THE STATE AND BUSINESSES

THAT EARN 50 PERCENT GR MORE OF THEIR ANNUAL GRQOSS OPERATING

INCOME FROM QUT-OF-STATE SALES; REVISING THE DEFINITION OF A

NEW OR EXPANDING INDUSTRY THAT QUALIFIES FOR CERTAIN
PROPERTY TAX BEREFITS; REQUIRING-PHAP-A-QHALTIPY¥EING--INDHSTRY
REEEBIVE~--56-PEREENF-OR-MORE-OP~-1PS-INEOME-PROM-SALES-OUTGIDE
FHE-JURESDICPEON--FN--WHIEH--¥P--35--REEAFEB+ APPLYING THE
PRCPERTY TAX BENEFIT TC ALL MILLS LEVIED AGAINST THE
QUALIFYING PROPERTY; REVISING THE DEFINITION OF A NEW

CORPORATION QUALIFYING FOR THE NEW OR EXPANDED INDUSTRY
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CREDIT; ANB AMENDING SECTIONS 15-6-135, 15-24-1401,

15-24-1402, AND 15-31-124, MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND A RETROACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE QF THE STATE OF MONTANA:
Saction 1. section 15-6-135, MCA, is amended to read:
"15-6-135. Class five property --— description -

taxable percentage. (1) Class five property includes:

{(a) all property used and owned by cooperative rural
electrical and cooperative rural telephone associations
organized under the laws of Montana, except property owned
by cooperative organizations described in subsection (1)(b)
of 15-6-137;

(b} air and water pollution control equipment as
defined in this section;

{c) new industrial property as defined in this section;

(d) any personal or real property used primarily in the
production of gasohol during construction and for the first
3 years of its operation;

(e) all land and improvements and all persconal property
owned by a research and development firm, provided that the
property is actively devoted to research and development:

(£) @machinery and equipment used 1In electrolytic
reduction facilities.

(2) {a) "Air and water polluricn egquipment” means

oo HB 970

SECOND READING
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facilities, machinery, or equipment used to reduce or
control water or atmeospheric pollution or contamination by
removing, reducing, altering, disposing, or storing
pollutants, contaminants, wastes, or heat. The department of
health and environmental sciences shall determine if such
utilization is being made.

{b) The department of health and environmental
sciences' determinaticn as to air and water pollution
equipment may be appealed to the board of health and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal board.
However, the appraised value of the equipment as determined
by the department of revenue may be appealed to the county
tax appeal board and the state tax appeal board.

{3) "New industrial property" means any new industrial
plant, including 1land, buildings, machinery, and fixtures,
used by new industries during the first 3 years of their
operation. The property may not have been assessed within
the state of Montana prior to July 1, 1961.

(4) {a) "New industry" means any person, corporation,
firm, partnership, association, or other group that
establishes a new plant in Montana for the operaticn of a

new industrial endeavory; and-that-sarme-58%-or-more-of-tts

gress—operating——income-—-£rom——out-of-state--sgtear as HNew

tndusery-——is, AS distinguished Erom a mere expansion,

-3- HB 970
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reorganization, or merger of an existing industry.

tb) New industry includes eniy--these ONLY THOSE
industries that:

(i} manufacture, mill, mine, produce, process, or
fabricate materials:

{ii) do similar work, employing capital and labor, in
which materials unserviceable in their natural state are
extracted, processed, or made fit for use or are
substantially altered or treated sc as to create commercial
products or materials; eor

(iii) engage in the mechanical or chemical
transformaticn of materials or substances into new products
in the manner defined as manufacturing in the 972 1987
Standard Industrial Classification Manual prepared by the

United States office of management and budget; eor

{iv) prewide ENGAGE IN THE transportation, warehousing,

OR distributionjy--or--communications-services OF COMMERCIAL

PRODUCTS OR MATERIALS IF 50% OR MORE OF THE INDUSTRY'S GROSS

OPERATING SALES OR RECEIPTS ARE EARNED FROM OUTSIDE THE

STATE:; OR

(V) EARN 50% OR MORE OF THEIR ANNUAL GROSS OPERATING

INCOME FROM OUT-OF-STATE SALES.

(5) New industrial property does not include:
(a) property used by retail or wholesale merchants,

commercial services of any type, agriculture, trades, or

-4- HB 970
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professions UNLESS THE _BUSINESS OR PROFESSION MEETS THE

REQUIREMENTS OF SUBSECTION (4}(B)(V):s

(b} a plant that will create adverse impact cn existing
state, county, or municipal services; or

{c) property used or employed in any industrial plant
that has been in operatien in this state for 3 vyears or
langer.

(6) Class five property is taxed at 3% of its market
value."

Section 2. Section 15-24-1401, MCA, is amended to read:

n15-24-1401. Definitions. The following definitions
apply to 15-24-1402 unless the context reguires otherwise:

(1) “Expansion" means that the industry has added after
July 1, 1987, at least $250,000 worth of qualifying
improvements or modernized processes to its property within
the same jurisdiction either in the first tax year in which
the benefits provided for in 15-24-1402 are to be recelved
or in the preceding tax year.

(2} “Industry" meamns--a—Eirm-that-reeceives-S8i-or-more

oé--its—-gro::-—opetating——inccme——frem—-sales—‘out:&de--the

jngisdictéon-—appreving—-the—-tax—-benefits~--de:cribed——-&n

315-24-+482:~-Industry includes but is not limited to a firm

that engages in the:
{a) mechanical er chemical transformation of materials

or substances into products in the manner defined as

-5- HE 970
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manufacturing in the 1972 Standard Industrial Classification
Manual prepared by the United States cffice of management
and budget;

{b) extraction or harvesting of minerals, ore, or
forestry products; er

{c) processing of Montana raw materials such as,

minerals, ore, agricultural products, and forestry products;

=3

(d) provisiem——-=f transportation, warehousing, OR

distributiony--er--communications-—-sserviceas OF COMMERCIAL

PRODUCTS OR MATERIALS IF 50% OR MORE OF THE INDUSTRY'S GROSS

OPERATING SALES OR RECEIPTS ARE EARNED FROM QUTSIDE THE

STATE; CR

(F) FEARN 50% OR MORE OF THEIR ANNUAL GROSS OPERATING

INCOME FROM QUT-OF-STATE SALES.

(3) "New" means that the tndustey FIRM is new to the
jurisdicticn approving the resclution provided for in
15-24-1402¢33(2) and has invested after July 1, 1987, at
least $500,000 worth of qualifying improvements or
modernized processes in the jurisdiction either in the first
tax year in which the benefits provided for in 15-24-1402
are to be received or in the preceding tax year. New
industry does not include property treated as new industrial

property under 15-6-135.

t4)  "Qualifying® means meeting all the terms,

-5~ HB 970
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conditions, and requirements for a reduction in taxable
value under 15-24-1401 and 15-24-1402."

Section 3. Section 15-24-1402, MCA, is amended to read:

"15-24-14G2, New or expanding industry -- assessment.
{1} In the first 5 vyears after a coastruction permit is
issued, qualifying improvements or modernized processes that
represent new industry or expansion of an existing industry,
as designated in the approving resoclution, shall be taxed at
50% of their taxable wvalue. Each year thereafter, the
percentage shall be increased by egqual percentages until the
full taxable value is attained in the 110th year. 1In
subsequent years, the property shall be taxed at 100% of its
taxable value.

{2) (a) In order for a taxpaver to receive the tax
benefits described in subsection {1), the governing body of
the affected county or the incorporated city or town must
have approved by separate resolution for each project,
following due notice as defined in 76-15-103 and a public
hearing, the use of the schedule provided for in subsection
{1} for 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 governing body may end the tax benelits by

majority vote at any time, but the tax benefits may not be

-7 HB 970
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denied an industrial facility that previously qualified for
the benefits.

{c} The resolution provided for in subsection (2)(a)
shall include a definition cf the improvements or modernized
processes that gualify for the tax treatment that is to be
allowed in the taxing jurisdictien. The resolution may
prowvide that real property other than 1land, personal
property, 1improvements, or any combination thereof is
eligible for the tax benefits described in subsection (1).

{3) The taxpayer must apply to the county assessor on a
form provided by the department of revenue for the tax
treatment allowed under subsection (l). The application by
the taxpayer must first be approved by the governing body of
the appropriate local taxing jurisdiction, and the governing
body must indicate in its approval that the property cf the
applicant gualifies for the tax treatment provided for in
this section. Upon receipt of the form with the approval of
the governing body of the affected taxing jurisdiction, the
assessor shall wmake the assessment change pursuant to this
section.

{4} The tax benefit described in subsection (1) applies
onty to the--number——of all mills levied and assessed,
including for--iocat--high--achooi—-disrrict-and-eiementary
schoot-dratricr-purpsscs-and-to—the-number-af--mitts-——tevied

and--assessed-—by-—the--governing-body-approving-the-benefit

—-8- HB 970
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sver-which-the-governing—bedy-has—-sote--discretionr--in-—ne
case--may-—the--benefit-described-in-subseection-+tij-appiy-te
levies or assessments required under Title 15, chapter 10,
20-9-331, 20-9-333, or otherwise required under state law in

the taxing wunits in which the qualifying property is

located.™

Section 4. section 15-31-124, MCA, is amended to read:

“*15-31-124, New or expanded induscry credit -
definitions. As used in 15-31-124 through 15-31-127, the
following definitions apply:

(1) "Department" means the department of revenue.

{2) "Expanding" means to expand or diversify a present
operation to increase total full-time jobs by 30% or more.

(3) “Manufacturing” means the process of mechanical or
chemical transformation of materials or substances into new
products, as described in  the standard industrial
classification manual of 1972 by the office of management
and budget of the United States.

{4) {a) "New corporation" means a corporation engaging
in manufacturing for the first time in this starte. and
manufacturing-—a--preduct--not--currentiy-—manufactured---or
substanttatiy-simitar-to-a-product-currentity-mannfactured-by
that-corporation-or-any-affittate-corporation-in-this-atates

A new corperation includes:

{i) a manufacturing corporation existing outside of
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Montana that enters into manufacturing in the state;

(ii) a nonmanufacturing corporaticon within the state

that enters into manufacturing in the state; or

{iii) a corporation newly formed in Montana and entering

into manufacturing operations in the state.

{b} *t A new corporation dces not include:

(i) rvesrganizing-—-am a corporation reorganized from a

previocusly existing corporation that has been engaged in

manufacturing in this state; or

{ii) the--ereation-of a corporation created as a parent,

subsidiary, or affiliate of an existing corporation that has

been engaged in manufacturing in this state of which 56% 20%

or more of the ownership is ewned-sr-contreiied held by the

same--persony-—corporationy-or-asseciatcion corporation or by

the stockholders of the corporation.”

NEW SECTION. SECTION 5. EFFECTIVE DATE ~- RETROACTIVE

APPLICABILITY. {[THIS ACT] IS EFFECTIVE ON PASSAGE AND

APPROVAL AND APPLIES RETROACTIVELY, WITHIN THE MEANING OF

1-2-109, TO TAXABLE YEARS BEGINNING AFTER DECEMBER 31, 19940.

-End-

-10- HE 970
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HOUSE BILL NO. 970
INTRODUCED BY COCCHEIARELLA, BROOKE, QO'KEEFE, QUILICI,
STANG, HARRINGTON, LARSON, HOFFMAN, GRADY, THOMAS, GILBERT,
DRISCOLL, FOSTER, DAILY, KILPATRICK, SQUIRES, BENEDICT,

PAVLOVICH, T. NELSON, KIMBERLEY, REAM, HALLIGAN

A BILL FOR AN ACT ENTITLED: "“AN ACT TO GENERALLY REVISE THE
TAX TREATMENT OF NEW AND EXPANDING INDUSTRY:; REVISING TEE
DEFINITION OF A NEW INDUSTRY THAT QUALIFIES AS CLASS FIVE
PROPERTY TO INCLUDE COMPANIES THAT ENGAGE IN TRANSPORTATION,

WAREHOUSING, OR DISTRIBUTIONy--ANB--E€OMMUNICAPFION--SERVIEEST
REQUIRING--FHAP-A-NEW-INDUSTRY-REEEIVE-50-PEREENT-OR-MORE-OF
PS5 - INCOMBE-FROM-05T-0P -3¢ ATE-JALES - I N-ORDER-F6--QUALIF¥——-FOR

EbASS--PIVE-~-PROPER?Y OF COMMERCIAL PRODUCTS OR MATERIALS IF

50 PERCENT OR MORE OF THE INDUSTRY'S GROSS OPERATING SALES

OR RECEIPTS ARE EARNED FROM OUTSIDE THE STATE AND BUSINESSES

THAT EARN 50 PERCENT OR MORE OF THEIR ANNUAL GROSS OPERATING

INCOME FROM OUT-OF-STATE SALES; REVISING THE DEFINITION QF A

NEW OR EXPANDING INDUSTRY THAT OQUALIFIES FOR CERTAIN
PROPERTY TAX BENEFITS; REQUIRING-PHAT-A-QUALIPY¥ING--INDUSERY
RECEIVE--50-PERCEN?-OR-MORE-OFP-1PS-INEOME-PROM-SALES-OUYSEBE
PHE-FJURESPICTION--IN--WHICH--I?--I5--DOCATED; APPBYING--THE
PROPERE¥——PAK--BENBPIP--PO--Abb--MIbbES--bEVEIEB--AGAINSY--FHE
QUALFIPY¥EING--PREPERT¥: REVISING THE DEFINITION OF A NEW

CORPORATION QUALIFYING FOR THE NEW OR EXPANDED INDUSTRY
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CREDIT; ANDP AMENDING SECTIONS 15-6-135, 15-24-1401,

+5-24-14627 AND 15-31-124, MCA; AND PROVIDING AN TMMEDIATE

EFFECTIVE DATE AND A RETROCACTIVE APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-6-135, MCA, is amended to read:
"15-6-135. (Class five property -—- description -

taxable percentage. (1) Class five property includes:

fa) all property used and owned by cooperative rural
electrical and cooperative rural telephone associlations
organized under the laws of Montana, except property owned
by cooperative organizations described in subsection (1}(b)
of 15-6-137;

{b) air and water pollution control eguipment as
defined in this section:

{c) new industrial property as defined in this section;

(d) any personal or real property used primarily in the
production of gaschol during construction and for the first
3 years of its operation;

(e} all land and improvements and all personal property
owned by a research and development firm, provided that the
property 1s actively devoted to research and development;

(f) machinery and equipment used in electrolytic
reduction facilities.

{2) {a) "Alr and water pollution: equipment” means

-2- HB 97¢
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facilities, machinery, or equipment used to reduce or
control water or atmospheric pellution or centamination by
removing, reéducing, altering, disposing, or storing
pollutants, contaminants, wastes, or heat. The department of
health and environmental sciences shall determine if such
utilization is being made.

(b} The department of health and environmental
sciences' determination as to air and water pellution
equipment may be appealed to the board of health and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal board.
However, the appraised value of the equipment as determined
by the department of revenue may be appealed to the county
tax appeal board and the state tax appeal board.

{3) "New industrial property® means any new industrial
pilant, including 1land, buildings, machinery, and fixtures,
used by new industries during the first 3 vyears of their
operation. The property may not have been assessed within
the state of Montana prior to July 1, 1961.

(4) (a) "New industry" means any person, corporation,
firm, partnership, association, or other group that

establishes a new plant in Montana for the operation of a

new industrial endeavory and-that-earns-58%-sr-more-cf-its

sross-sperating--income—-from--out-of-state-—-saiess as New

tndusktry-——~is, A5 distinguished from a mere expansion,

—3e HB 970
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rearganization, or merger of an existing industry.

(b) ©New industry includes onty--those ONLY THOSE
industries that:

(i) manufacture, mill, mine, preduce, process, oOr
fabricate materials;

(ii)} do similar work, employing capital and labor, in
which materials unserviceable in their natural state are
extracted, processed, or made fit for use or are
substantially altered or treated so as to create commercial
preoducts or materials; or

{iii) engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 932 1987
Standard Industrial Classification Manual prepared by the

United States office of management and budget; er

{(iv) previde ENGAGE IN THE transportaticen, warehousing,

OR distributiony——er--ecemmunications-services OF COMMERCIAL

PRODUCTS OR MATERIALS IF 50% OR MORE OF THE INDUSTRY'S GROSS

OPERATING SALES OR RECEIPTS ARE EARNED FROM OUTSIDE THE

STATE; OR

(V) EARN 50% OR MORE OF THEIR ANNUAL GROSS OFERATING

INCOME FROM OUT-OF-STATE SALES.
(5) MNew industrial property does not include:
(&) property used by retail or wholesale merchants,

commercial services of any type, agriculture, trades, or

-4- HB 970
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professions UNLESS THE BUSINESS OR PROFESSION MEETS THE

REQUIREMENTS OF SUBSECTION (4)(B](V):

fb} a plant that will create adverse impact on existing
state, county, or municipal services; or

[c}) property used or employed in any industrial plant
that has been in operation in this state for 3 vyears or
longer.

(6} Class five property is taxed at 3% of its market
value, ¥

Section 2. section 15-24-1401, MCA, is amended to read:

"15-24-1401. Definitions. The following definitions
apply to 15-24-1402 unless the context requires otherwise:

(1) "Expansion” means that the industry has added after
July 1, 1987, at least $2567868 $£50,000 worth of gqualifying
improvements or modernized processes to its property within
the same jurisdiction either in the first tax year in which
the benefits provided for in 15-24-1402 are to be received
or in the preceding tax year.

(2) “"Industry" means—-a—firm-that-receives-56%-or-more

of--its—-gross-—operating--inceme-—from-—sales——outside——the

durisdiction—--approving-—the--tax—--benefits---deseribed-—-in

+5-24-34927-~—Fndustry includes but is not limited to a firm

that engages in the:
{a) mechanical or chemical transformation of materials

ar substances into products in the manner defined as

-G HB 570
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manufacturing in the 1972 Standard Industrial Classification
Manual prepared by the United States office of management
and budget;

(b) extraction or harvesting of minerals, ore, or
forestry products; or

(c¢) proecessing of Montana raw materials such as
minerals, ore, agricultural products, and forestry products;

or

(d) previston———of transportation, warehousing, OR

distributiony--or--communications——services OF COMMERC IAL

PRODUCTS OR MATERIALS IF 50% OR MORE QF THE INDUSTRY'S GROSS

OPERATING SALES OR RECEIPTS ARE EARNED FROM OUTSIDE THE

STATE: OR

(E) EARN 50% OR MORE OF THEIR ANNUAL GROSS OPERATING

INCOME FROM OUT-OF-STATE SALES.

{3) "New" means that the industry FIRM is new to the
jurisdiction approving the resolution provided for in
15-24-1402¢33(2) and has invested after July 1, 1987, at
least $5667060 $125,000 worth of qualifying improvements or
modernized processes in the jurisdiction either in the first
tax year in which the benefits provided for in 15-24-1402
are to be received or in the preceding tax year, New
industry does not include property treated as new industrial
property under 15-6-135.

{4) "Qualifying" means mneeting all the terms,

-6- HB 970
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conditions, and reguirements for a reduction in taxable
value under 15-24-1401 and 15-24-1402."
Seerisn-3r--Section-15-24-2402y-MEA7-is-amended-to-rend:
4}15-24-1402r-—-New-or-expanding-indusery--———- assessment:
ti-~in-~che--firsp--5-~years-after—a-construction-permit-is
tassnedr—gquatrfying-tmprovements-pr-modecnized-processes—that
represent-new—indusery-or-expansion-of-an-existing-induserys
as-designated-in-the-approving-ressituciony—shaii-be-taxed-at
58%—of-—thetr--taxabie--vaines--Each——year--thereaftery;——the
percentage-shati-be-increased-by-equai-percentagea—untit-che
frit--taxabie-—vaine-—is——attained--in--the--i0th--year-——¥in
subsequenc-years;-the-property—-shail-be-taxed-at-180%-of-ite
taxable-vaiuvesr
t2y-—-te)—¥in--order——for--a-—taxpayer—-to-receive-the-tax
benefits-described-in-subsection—{¢iyr-the-governing-body——of
the--affected--county--or-the-incerporated-city-or-town-must
have-approved—-—by--ssparate--resolution--for--each--projectsr
foiiowing--~due--neotice--as-defined-in-36-15-+83-and-a-pubiic
hearingr-the-tse-of-the-schedunle-previded-for-in—-subseection
t13--fer-ies-reapective-jurisdictionc—Fhe—-governing-body-may
net--grant--approvai——Ser——ehe--preject-—untit--ati--of--the
appiteantts-taxes-have-been—paid-in-fuits-Paxes--patd--under
pracensc-de-net-prectude-approvats
tb}--Fhe--geveraing--pody--may-—end--tne-tax-bencfita-by

masority-veote-at-any-timey-bue-the—tax-benefita-may--noec~—pbe

-7- HB 970
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denied——an-industriat-Eaciitty-that-previousiy—guatrified-for
the-beneficas
tey-—-the-renaiuneian—provided-£for——in——-subsection--{2y{ad
shati-inciude—a-definition-of-the-improvements-or-modernized
processes——that—-quatify-for-the-tax-treatmenc—that-is-ra-be
aitowed-in--the--taring--jueiadieprionr-~Fhe——reseiution——may
provide---that——renl-—property--—other—-than--iand;-—personai
property;——improvementsy--or--any--combinatien--thereef-——is
etigibie~for-the-tax-benefits-described-in-subsection-ti}-
+34--Fhe-taxpayer-must-appiy-to-the-county-assessor-on-a
form--previded-—by--the-—departmenc--of-—revenne—for-the-tax
treatment-atiowed-under—subsection—tiys-Fhe--appiication-—by
the-taxpayer-must-£irst-be-approved-by-the-governing-body-of
the-appropriate-tocai-taxing-jurisdictiony-and-the-gaverning
body--must-indieate-tn-ttas-approvat-that-the-property-of-the
applticant-quatifiea-for-the—tax-ereatment-~provided--for-—in
this--seetienz-Upon-receipt-of-tha-ferm-with-the-approvai—of
the-governing—body-of-the-affected-taxing-juriadiceiony——the

assessor--shati--make—the-assessment-change-pursuant-to-this

sesrions

t4}-—-Fhe-tax-benefit-described-in-subsection-ti}-appiies

onty-to-—the-—number—-of at: miiits-—-itevied--and--assessedy

ineiuding Ffor-—-tocai--nigh--schoei--distriev-and-siementary
sehesi-disprice-porposes—-and—to-the-number—of--miiis-—-tevied

and--assessad--by--the-~geverning-body-approving—the-benefit

-8~ HB 870
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over-which-the-geverning-body-has--sele—-diseretions--in--no
case--may-—the--benefit-deseribed-in-subsection-ti}-appiy-to
tevies-or-asseasments-required-under-Pitie-t5r--chapeer--idy
28-3-33317-26-9-3337-or-otherwise-required-under-atata-iaw in

the--taxing-—units-——in-—which——the--guatifying--property——is

tocated:-t

Section 3. section 15-31-124, MCA, is amended to read:

"15-31-124. New or expanded industry credit -—-
definitions. As used in 15-31-124 through 15-31-127, the
following definitions apply:

{l) *"Department"™ means the department of revenue.

{2) "Expanding” means to expand or diversify a present
operation to increase total full-time jobs by 30% or more.

(3} "Manufacturing” means the process of mechanical or
chemical transformation of materials or substances into new
products, as described in the standard industrial
classification manual of 1972 by the office of management
and budget of the United States.

(4) (a) "New corporation" means a corporation engaging
in manufacturing for the first time in this state. and
manufacturing--a--produckt--net--esurrentiy--manufacktured---or
substantialtiy-simitar-to-a-product-currentiy-manufacturad-by
that-cerporation-or-any-affitiate~corporation-in-this-seate;

A new corperation includes:

(i) a manufacturing corporation existing outside of

=9 HB 870
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Montana that enters into manufacturing in the state;

{ii) a nonmanufacturing corporation within the state

that enters into manufacturing in the state; or

(iii) a corporation newly formed in Montana and entering

into manufacturing operations in the state.

(b) %t A new corporation does not include:

{i) reorganising--am a corporation reorganized from a

previously existing corporation that has been engaged in

manufacturing in this state; or

{ii) the—-sreation—of a corporation created as a parent,

subsidiary, or affiliate of an existing corporaticn that has

been engaged in manufacturing in this state of which 58% 20%

or more of the ownership is owned-sr-controiied held by the

same-—persony——corporatieny-sr-assactatton corporation or by

the stockholders of the corporation."

NEW secrion. SECTION 4. EFFECTIVE DATE —- RETROACTIVE

APPLICABILITY. ([THIS ACT] IS EFFECTIVE ON PASSAGE AND

APPROVAL AND APPLIES RETROACTIVELY, WITHIN THE MEANING OF

1-2-109, TO TAXABLE YEARS BEGINNING AFTER DECEMBER 31, 1990.

-End-—-

-10-~ HB 270



SERATE STARDING COMMITTEE REPORT

Page 1 of 2
April 12, 1991

HR. PRESIDENT:

We, your committee on Taxation having had under consideration
House Bill No. 97@ (third reading copy -- blue), respectfully

report that House Bill Ho. 972 be amended and as so amended be
concurred in.

1. Title, lines 15 and 17.
Strike: "QPERATING®

2. Title, page 2, line 1.
Following: "CREDIT:;"
Ingert: "REQUIRING THAT A GOVERNING BODY NOTIFY AFFECTED TAXING

JURISDICTIONS BY CERTIFIED HALL PRIOR TO APPROVAL OF A TAX
BENEFIT; "

3. Title, page 2, lipe 2.
Following: ~15—24—1402;"
Insert: "15-24-14@2,"

4. Title, page 2, line 3.

Strike: "A RETROACTIVE"
Insert: "AN"

5. Page 4, lines 19 and 21.
Page 6, lines 12 and 14.
Strike: "OPERATIRG™

6. Page 9,
Following: line 6

Insert: "Section 3. $ection 15-24-1402, MCA, is amended to read:

"15-24-1462. New or expanding industry -- assessment ——
notifjcation. (1) In the first 5 vears after a construction
permit 1s issued, qualifying improvements or modernized processes
that represent new industry or expansion of an existing industry,
as designated in.the approving resolution, shall be taxed at 50%
of their taxable value. Bach year thereafter, the percentage
shall be increased by equal percentages until the full taxable
value is attained in the 1eth year. In subseguent years, the
property shall be taxed at 122% of its taxable value.

{2} (a) In order for a taxpayer to receive the tax benefits
described in subsection (1}, the governing body of the affected
county or the incorporated city or town must have approved by
gseparate resclution for each project, following due notice as
defined in 76-15-103 and a public hearing, the use of the
schedule provided for in subsection (1) for 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.

{h) The governing hody may end the tax benefits by majority

7813335C.SLB

Page 2 of 2
April 12, 1991

vote at any time, but the tax benefits may not be denied an
industrial facility that previously qualified for the benefits.

{c} The rasolution provided for in subsection (2)(a) shall
include a definition of the improvements or modernized preocesses
that qualify for the tax treatment that is to be allowed in the
taxing jurisdiction. The resolution may provide that real
property other than land, personal property, imprqvelents, or any
combination therecf is eligible for thg tax benefits described in
subsection (1).

(3) The taxpayer must apply to the county asseSSor on a
form provided by the department of revenue for the tax treatment
allowed under subsection (1). The application by the taxpayer
must first be approved by the governing body of the appropriate
local taxing jurisdiction, and the governing body must indicate
in 1ts approval that the property of the applicant gualifies for
the tax treatment provided for in this section. Upon raceipt of
the form with the approval of the governing body of the affected
taxing jurisdiction, the assessor shall make the assessment
change pursuant to this section. .

{4) The tax benefit described in subsection (1) applies
only to the number of mills levied and assessed for local high
school district and elementary school district purposes and to
the number of mills levied and assessed by the governing body
approving the benefit over which the governing body has sole
discretion. In no case may the benefit described in subsection
{1) apply to levies oI assessments required under Title 15,
chapter 10, 2¢-5-331, 2@-9-333, or otherwise required under state
Law. {5) Prior to approving the resolution under this section,
the governing body shall notify by certified mail a}l taxing
jurisdictions affected hy the tax bensfit."" '

Renumber: subsequent sections

7. Page 1@, line 16.
Strike: "RETROACTIVE-

8. Page 19, lines 18 and 19. R ]
Strike: "RETROACTIVELY" on line 18 through "1-2-1@9," on line 13
9. Page 1@, line 19.
Strike: "199@"
Insert: "1991°

Signed:

Amd. ard. —
3 P55
Sec. of Eenate SENATE
WS ano

7813338C.SLB
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HOUSE BILL NO. 970
INTRODUCED BY COCCHIARELLA, BROOKE, O'KEEFE, QUILICI,
STANG, HARRINGTON, LARSON, HOFFMAN, GRADY, THOMAS, GILBERT,
DRISCOLL, FOSTER, DAILY, KILPATRICK, SQUIRES, BENEDICT,

PAVLOVICH, T. NELSON, KIMBERLEY, REAM, HALLIGAN

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
TAX TREATMENT OF NEW AND EXPANDING INDUSTRY; REVISING THE
DEFINITION OF A NEW INDUSTRY THAT QUALIFIES AS CLASS FIVE

PROPERTY TO INCLUDE COMPANIES THAT ENGAGE IN TRANSPORTATION,

WAREHOUSING, OR DISTRIBUTION;-—ANB--E6MMENICAPTION--SERVIEEST
REQUEIRING - - FPHAT-A-NEW- EINDBUSPRY¥-RECEIVE-50-PEREENT-OR-MORE-OF
IPS-INEOME-PROM-OET-OP-SPATE-SALES-iN-ORPER-T6--OQUALIPY --POR

EbASS—--PIVE--PROFPHER?¥ COF COMMERCIAL PRODUCTS OR MATERIALS IF

50 PERCENT OR MORE OF THE INDUSTRY'S GROSS OPERAT(NS& SALES

OR RECEIPTS ARE EARNED FROM OUTSIDE THE STATE AND BUSINESSES

THAT EARN 50 PERCENT OR MORE OF THEIR ANNUAL GROSS SPERATING

INCOME FROM QUT-OF-STATE SALES; REVISING THE DEFINITION OF A

NEW OR EXPANDING INDUSTRY THAT QUALIFIES FOR CERTAIN
PROPERTY TAX BENEFITS; REQUIRING-THAT-A-QUABIPY¥ING--INPUSTRY
RECEIVE--50-PEREENT-OR-MORE-OP-ITS5-INEOME-PROM-SALBS-BHPSEDE
PHE-JURISDECFION——IN--WHICH--1P--15-~LOEAFED; APPLY¥ING-—-THE
PROFPERTY~-FaAX--BENEFIP--P8--Abb--MIhhS--EEVIED--AGAINSP--FHE
QUALIPYINS--PROPERP¥+ REVISING THE DEFINITION OF A NEW

CORPORATION QUALIFYING FOR THE NEW OR EXPANDED INDUSTRY
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CREDIT; REQUIRING THAT A GOVERNING BODY NOTIFY AFFECTED

TAXING JURISDICTIONS BY CERTIFIED MAIL PRIQR TO APPROVAL OF

A TAX BENEFIT; AND AMENDING SECTIONS 15-6-115, 15-24-1401,

$5—-24-:46825 15-24-1402, AND 15-31-124, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND A-REPROACTIVE AN APPLICABILITY

DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. sSection 15-6-135, MCA, is amended to read:
"15-6-135. Class five property --— description -

taxable percentage. (1) Class f[ive prcpercy iacludes:

(a) all property used and owned by cooperative rural
electrical and cooperative rural telephone associations
organized under the laws of Montana, except property owned
by cooperative organizations described in subsection (1)(Db)
of 15-6-137;

(b) air and water pollution control equipment as
defined in this section;

tc) new industrial property as defined in this section:

{d) any perscnal or real property used primarily in the
production of gasohcl during construction and for the first
3 years of its operation;

(e} all land and improvements and all personal property
cwhed by a research and development :lrm, provided that the

property is actively devoted to research and develcpment;
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(f) machinery and eguipment wused in electrolytic
reduction facilities,

t2) (a) "Air and water pollution equipment® means
facilities, machinery, or equipment used to reduce or
control water or atmospheric pollution or contamination by
removing, reducing, altering, disposing, or storing
pollutants, contaminants, wastes, or heat. The department of
health and environmental scilences shall determine if such
utilization is being made,

{(b) The department of health and environmental
sciences' determination as to air and water pollution
equipment may be appealed to the board of health and
environmental sciences and may not be appealed teo either a
county tax appeal board or the state tax appeal board.
However, the appraised value of the equipment as determined
by the department of revenue may be appealed to the county
tax appeal board and the state tax appeal board.

(3} “New industrial property" means any new industrial
plant, including 1land, buildings, machinery, and fixtures,
used by new industries during the first 3 years of their
operation. The property may not have been assessed within
the atate of Montana prior to July 1, 1961.

(4) (a) "New industry" means any person, corporation,
Eirm, partnership, association, or other group that

establishes a new plant in Montana for the operation of a
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new industrial endeavory and-that-earns-58%k-sr-more-of-its

gross-sperating--income—-from--out-of-state--saiess as New

indusery---ta, AS distinguished from a mere expansion,

reorganization, or merger of an existing industry.

{b) New industry includes onty——those ONLY THOSE
industries that:

i} manufacture, mill, mine, produce, process, Or
fabricate materials;

(ii) do similar work, employing capital and labor, in
which materials unserviceable in their natutral state are
extracted, processed, or made £it for use or are
substantially altered or treated so as to create commercial
products or materials; er

(iii) engage in the mechanical or chemical
transformation of materials or substances intoc new products
in the manner defined as manufacturing in the *9%¥2 1987
Standard Industrial Classification Manual prepared by the

United States office of management and budget; er

{iv) provide ENGAGE IN THE transportation, warehousing,

OR distributiony-~or--communicatiens-services OF COMMERCIAL

PRODUCTS OR MATERIALS IF 50% OR MORE OF THE INDUSTRY'S GROSS

OPERAFING SALES OR RECEIPTS ARE EARNED FRCOM OUTSIDE THE

STATE; OR

(V) EARN 50% OR MORE OF THEIR ANNUAL GROSS BPERATING

INCOME FROM OUT-QF-STATE SALES.

bt HB 970
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($) New industrial property does not include:
ta) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or

professions UNLESS THE _BUSINESS OR PROFESSION MEETS THE

REQUIREMENTS OF SUBSECTION (4)(B)(V):

tb) a plant that will create adverse impact on existing
state, county, or municipal services; or

{c) property used or employed in any industrial plant
that has been in operation in this state for 3 years oOf
longer.

(6) Class five property is taxed at 3% of its market
value."

Section 2. Section 15-24-1401, MCA, is amended to read:

"15-24-1401. Definitions. The following definitions
apply to 15-24-1402 unless the context requires otherwise:

{1) "Expansion” means that the industry has added after
July 1, 1987, at least $2567688 $50,000 worth of gqualifying
improvements or modernized processes to its property within
the same jurisdiction either in the first tax year in which
the benefits provided for in 15-24-1402 are to be received
or in the preceding tax year.

{2) "Industry" meansa--a-firm-that-receives-58%-or-more

af-—ita--greas-—operating--income-—from--sates-—sueside-—the

jurfsdictéen—-appravingv—the-—tax--beneftts———deacrtbed-——ig

$5-24-1482v-—-fndusery includes but is not limited t0 a firm

5 HB 970
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that engages in the:

({a} mechanical or chemical transformation of materials
or substances into products in the manner defined as
manufacturing in the 1972 Standard Industrial Classification
Manual prepared by the United States office of management
and budget;

(b) extraction or harvesting of minerals, ore, or
forestry products: er

{c) processing of Montana raw materials such as
minerals, ore, agricultural products, and forestry products;
or

{d) prevision---of transportation, warehousing, OR

distributiony-—-s¢-—-communtearions—-services OF COMMERCIAL

PRODUCTS OR_MATERIALS IF 50% OR MCRE OF THE INDUSTRY'S GROSS

OPERATING SALES OR RECEIPTS ARE EARNED FROM OUTSIDE THE

STATE; OR

{(E} EARN 50% OR MORE OF THEIR ANNUAL GROSS ©PERATEINS

INCOME FROM OUT-OF-STATE SALES.

(3} "New" means rthat the tmdustey FIRM is new to the
jurisdiction approving the resolution provided for in
15-24-1402¢3+({2) and has invested after July 1, 1987, at
least $56076889 $125,000 worth of qualifying improvements or
modernized processes in the jurisdiction either in the first
tax  year in  which the benefits provided for in 15-24-1402

are te be recelved or  in the preceding tax year. New

—-5- HB 970
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industry does not include property treated as new industrial
property under 15-6-135.

(4) "Qualifying" means meeting all the terms,
condirions, and regquirements for a reduction in taxable
value under 15-24-1401 and 15-24-1402."

Seetian-3r--Seceion-15-24-14027-MEA7-ia-amended-to-reads

1315-24-14927--New-or-expanding-tndustry—-————- adsessments
t13--in-—the--first-—5-—-years-afeer-a-conseruction-permit-is
jasuedr;-quatifying-improvements-or-modernized-processes—+hae
represent-new—indusbrgTer-expansian—of—an-existing-industryr
as-destgnated-in—the-appreving-resointiony;-shati-be-taxed-at
S0%-ef-—thetr--taxabte--vatues—-Each--year—-thereafrers--the
percentage-shati-be-inereased-by-equal-percentages-unti:-the
fuit--tarable--vatue--is--attained--in--the—-i8th--year---in
subsequent-yearsy-the-property-shati-be-taxed-at-:86%-of-tts
taxabte-vatuer

t23--tay-fn--erder--for--a--raxpayer-—to-receive-the-tax
penefiea~-described-in-subsection-tiy;-the-governing-body--of
the—-affected-—-county——or—-the—-incorporated-city-or—town-must
have-approved--bBy-—separate--resotution—-for--each—-prejecey
fattowing--due--—notice--as-defined-+n-36-15-103-and-a-public
hearingr-the-use-of-the-ascheduie-provided-for—-in--subsection
tit--fer-tta-respective-Jurisdictions-Fhe-geverning-bedy-may
net--grane--approvai--far-—che--—praject——until--ati--ef--the

appitcaneis-carxes-have-been-pazd-rn-fuii--Ffaxes--patd--under
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protest-do-not-precinde-approvai-
tbi--FPhe--governing--body--may--end--the-tax-benefits-by
majerity-vote-at-any-timey-but-the-tax-benefits-msy—-not——be
dented--an—-industriat-facttity-that-previonsiy-quatified-far
the-benefiess
tej--Fhe-resciution-provided-for--in--subsecrion--{23tay
shaii—ineiude-a—deéinitéen-ef-the-émprovemepts—cr*mcderni:ed
processes——that——quatify-—fer-the-tax-treaemenc—that-is-to-ke
attowed-in--the--taxing--jurisdictions—-The--resniucion--may
provide--—that--reat--preperty--other--than--iand;—-perssnai
pPropertyy——imprevements;--ar-—-any—-—ecombinatien--thereef---is
ettgibie-for-the-tax-benefits-described-in-subsection-ti}+
t3}--Phe-taxpayer—-must-appiy-to-the-county-assessor-sn—-a
form--provided--by--the—-department——of--revenue-for-the-eax
treatment-atioved-under-subsection-{i}:-Phe--appiication——by
the-taxpayer-must-firat-be-approved-by-the-governing-bedy-of
the-appropriate-lecal-taxing-jurisdietiony-and-the-governing
body--must-indicate-in-its-approvat-that-the-property-of-the
appitcant-quatifies-for-the-tax~treatment--provided--foar——in
this--section--Hpon-receipt-af-tha-farm-with-the-approvai-of
the-governing-beody-of-the-affected-taxing-jurisdictiony——the
assesssr-—-shatl--make-the-assessment-change-putsnant-to-tchis
sections
t4y--Fhe-tax-benefrt-described-in-subsecttron—{tit-appttes

oniy-to--ehe--numpber-~-of ati mitta--tevied--snd--assessed;

-8~ HB 970
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inetuding for-—tocat--high--schooi--diserice-and-etemenecary
schooi-district-purposes-and-to-the-number-of——milis--ievied
and--asseased--by--the--governing-bedy-approving-the-benefit
aver—-whieh—+the-govarning-bady-has--sote--diseretions--In--no
ecase--may--the--benefit-described-in-subsectiton-ti-appity-to
tevies-ar-pusessments-reqeired-under-Pitie-iS7-—chapter--i8;
28-9-3317-20-9-333,-or-etherwise-requited-under-state—taw in

the--taxing——antes-—in--which--the--quatrifying--property-——is

iocated 1

SECTION 3. SECTION 15-24-1402, MCA, IS AMENDED TO READ:

*15-24-1402. New or expanding industry —- assessment -~
notification. (1) In the first 5 years after a construction
permit is 1issued, qualifying improvements or modernized
processes that represent new industry or expansion of an
existing industry, as designated in the approving
resolution, shall Dbe taxed at 50% of their taxable value.
Each year thereafter, the percentage shall be increased by
equal percentages until the full taxable value is attained
in the 10th year. In subsequent years, the property shall be
taxed at 100% of its taxable value.

(2) (a) In order for a taxpayer to receive the tax
benefits described in subsection (1), the governing body of
the affected county or the incorporated city or town must
have approved by separate resolution €for each project,

following due notice asg defined in 76-15-103 and a public
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hearing, the use of the schedule provided for in subsection
{1) for 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 governing body may end the tax benefits by
majority vote at any time, but the tax benefits may not be
denied an industrial facility that previcusly qualified for
the benefits.

(c}) The resoluticn provided for in subsection (2)(a)
shall include a definition of the improvements or modernized
processes that gqualify for the tax treatment that is to be
allowed in the taxing Jjurisdiction. The resolution may
provide that real property other than land, personal
property, improvements, orf any combinaticon thereof is
eligible for the tax benefits described in subsection {1).

(3) The taxpayer must apply to the county assesscr on a
form provided by the department of revenue for the tax
treatment allowed under subsection (l1). The applicaticn by
the taxpayer must first be approved by the governing body of
the appropriate local taxing jurisdiction, and the governing
body must indicate in its approval that the property of the
applicant gualifies for the tax treatment provided for in
this section. Upon receipt of the form with the approval of

the governing vody of the affected taxing jurisdicrion, che

-10- HB 270
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assessor shall make the assessment change pursuant to this
section.

(4) The tax benefit described in subsection (1) applies
only to the number of mills levied and assessed for 1local
high school district and elementary school district purposes
and to the npumber of mills levied and assessed by the
governing boedy approving the benefit over which the
governing body has sole discretion, In no case may the
benefit described in subsection (1) apply to levies or
assessments required under Title 15, chapter 10, 20-9-331,

20-9-333, or otherwise required under state law.

{S5) Prior to approving the resclution under this

section, the governing body shall notify by certified mail

all taxing jurisdictions affected by the tax benefit."

Section 4. Section 15-31-124, MCA, is amended to read:

"15-31-124. New or expanded industry credit -
definitions. As wused in 15-31-124 through 15-31-127, the
following definitions apply:

(1) "“Department” means the department of revenue.

{2) “Expanding™ means to expand or diversify a present
operation to increase total full-time jobs by 30% or more.

(3) “"Manufacturing” means the process of mechanical or
chemical transformation of materials or substances intoc new
products, as described in the standard industcrial

classification manual of 1972 by the office of management
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and budget of the United States.

(4) (a) "New corporation” means a corporation engaging
in manufacturing for the FEirst time in this state. and
manufacturing---a-—-product--not-—currentiy--manufactured--or
substantialliy-simitar-to-a-preduct-currentiy-manufackursd-by
that-corperation-or-any-affitiate-corperation-tn-this-seatesr

A new corporation includes:

(i) a manufacturing corporation existing outside of

Montana that enters into manufacturing in the state;

{ii) a nonmanufacturing corporation within the state

that enters into manufacturing in the state; or

{iii) a corporation newly formed in Montana and entering

into manufacturing operations in the state.

(b) it A new corporation does not include:

{i) reerganizing-an a corpeoration reorganized from a
previously existing corporation that has been engaged in

manufacturing in this state; or

{(ii) the-creation-of a corporation created as a parent,

subsidiary, or affiliate of an existing corporation that has

been engaged in manufacturing in this state of which 58% 20%

or more of the cwnership is ewned-or-econtroiied held by the

same-persony;-ecarperationy-or-asssciation corporation or by

the stockholders of the corporation.”

NEW SECTION. SECTION §. EFFECTIVE DATE -= HETHDAUTIVE
APPLICABILITY. |[THIS ACT] IS EFFECTIVE ON FASSAGE AND

-12- EB 970
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APPROVAL AND APPLIES REFROAEFIVEELY;-WIFHIN--FHE--MEANING--OF

1—-2-3897y TO TAXABLE YEARS BEGINNING AFTER DECEMBER 31, 998

1961.

-End-
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HOUSE BILL NO. 570
INTRODUCED BY COCCHIARELLA, BROOKE, Q'KEEFE, QUILICI.
STANG, HARRINGTOMN, LARSON, HOFFMAN, GRADY, THOMAS, GILBERT,
DRISCOLL, FOSTER, DAILY, KILPATRICK, SQUIRES, BENEDICT,

PAVLOVICH, T. NELSON, KIMRBERLEY, REAM, HALLIGAN

A BILL FOR AN ACT ENTITLED: "AN ACT TO GEMERALLY REVISE THE
TAX TREATMENT OF NEW AND EXPANDING INDUSTRY; REVISING THE
DEFINITION OF A NEW INDUSTRY THAT QUALIFIES AS CLASS FIVE

PROPERTY TO INCLUDE COMPANIES THAT ENGAGE IN TRANSPORTATION,

WAREHOUSING, OR DISTRIBUTION7--AND—-COMMUNIEATION--SERVIEEST
REQEIRING-—THAP-A-NEW-INDUSTRY-RECEIVE-50-PERCENT?-OR-MORE-BF
FFS-INCOME-PROM-OUT-0P-SPATE-SARES - IN-ORPER-P6--QEABIF¥ - -FOR

EbASS5--PIVE--PROPERTY OF COMMERCIAL PRODUCTS OR MATERIALS IF

50 PERCENT OR MORE OF THE INDUSTRY'S GROSS ©PERATINS SALES

OR RECEIPTS ARE EARNED FROM OUTSIDE THE STATE AND BUSINESSES

THAT EARN 50 PERCENT OR MORE OF THEIR ANNUAL GROSS GPERATING

INCOME FROM OUT-OF-STATE SALES; REVISING THE DEFINITION OF A

NEW OR EXPANDING INDUSTRY THAT QUALIFIES FOR CERTAIN
PROPERTY TAX BENEFITS: REQUEIRING-THAT-A-QUALIPY¥ING--iNBUSFRY
REEEIVE--50-PEREENT-OR-MORE-OF-1¥5- INEBME-FPRBM-SALES -OUTSEDE
PHE-JURISBICTION—IN--WHICH--¥P--I5--hOEATED+ APPBY¥EING--FHE
PROPERTY--FTAX--BENEPIT--FO--AbE~-MIbbS--LEVIED--AGAINST?--THE
SUARIP¥INS--PROPER¥Y¥+ REVISING THE DEFINITION GF A NEW

CORPORATION QUALIFYING FOR THE NEW OR EXPANDED INDUSTRY
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CREDIT; REQUIRING THAT A GOVERNING BODY NOTIFY AFFECTED

TAXING JURISDICTIONS BY CERTIFIED MAIL PRIOR TO APPROVAL OF

A TAX BENEFIT; ANP AMENDING SECTIONS 15-6-1135, 15-24-1401,

15-24-14025 15-24-1402, AND 15-31-124, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND A-REPROACTIVE AN APPLICABILITY

DATE, "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 15-6-135, MCA, is amended to read:
"15-6-135. Class five property -- description -

taxable percentage. {1) Class five prcpercy Includes:

(a) all property used and owned by cooperative rural
electrical and cooperative rural telephone associations
organized under the laws of Montana, except property owned
by cooperative organizations described in subsection (1}(b)
of 15-6-137;

{b) air and water pollution control equipment as
defined in this section;

{c) new industrial property as defined in this section;

(dy any personal or real prcperty used primarily in the
production of gasohol during construction and for the first
3 years of its operation:

(e) all land and improvements and all perscnal property
owhed by a research and development Zirm, prov.ded that  the

property is actively devoted to researcn and development;

-2- HB 970
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() machinery and equipment used in electrolytic
reduction facilities.

(2) {a) "Air and water pollution eqgquipment” means
facilities, machinery, or equipment used to reduce or
control water or atmospheric pollution or contamination by
removing, reducing, altering, disposing, or storing
pollutants, contaminants, wastes, or heat. The department of
health and environmental sciences shall determine if such
utilization is being made.

(b)) The department of health and environmental
sciences' determination as to air and water pollution
eguipment may be appealed to the board of health and
environmental sciences and may not be appealed to either a
county tax appeal bpard or the state tax appeal board.
However, the appraised value of the equipment as determined
by the department of revenue may be appealed t¢ the county
tax appeal board and the state tax appeal board.

{3) "New industrial property" means any new industrial
plant, including land, buildings, machinery, and fixtures,
used by new industries during the first 3 vyears of their
operation. The property may not have been assessed within
the state of Montana prior to July 1, 1961.

(4) (a) "New industry" means any person, corpeoration,
firm, partnership,

association, or other group that

establishes a new plant in Montana for the operation of a

-3- HB 970
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new industrial endeavory and-thatc-earns-58%-or-mare-of-ies

gross-sperating--income--from--out-of-state--satess as Hew

indusery-—-is, AS distinguished from a mere expansion,

reorganization, or merger of an existing industry.

{(by New industry includes onity——-those ONLY THOSE
industries that:

{i) manufacture, mill, mine, produce, process, oOr
fabricate materials;

{ii) do similar work, employing capital and labor., in
which materials unserviceable in their natural state are
extracted, processed, or made fit for use or are
substantially altered or treated so as to create commercial
products or materials; er

(iii) engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the %932 1987
Standard Industrial Classification Manual prepared by the

United States office of management and budget; or

{iv) provide ENGAGE IN THE transportation, warehousing,

OR distributiony--or—-—communications-services OF COMMERCIAL

PRODUCTS OR MATERIALS IF 50% OR MORE OF THE INDUSTRY'S GROSS

OPERAPING SALES OR RECEIPTS ARE EARNED FROM OQUTSIDE _THE

STATE; OR

(V) EARN 50% OR MORE OF THEIR ANNUAL CROSS OPERAPING

INCOME FROM QUT-OF-STATE SALES.

-4- HB 570
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{5} Mew industrial property does not include:
(a) property used by retail or wheolesale merchants,
commercial services of any type, agriculture, trades, or

professions UNLESS THE BUSINESS OR PROFESSION MEETS THE

REQUIREMENTS OF SUBSECTION (4){B){(V):

(b} a plant that will create adverse impact on existing
state, county, or municipal services; or

{¢) property used or employed in any industrial plant
that has been in coperation in this state for 3 years or
longer.

{6} Class five property is taxed at 3% of its market
value."

Section 2. Section 15-24-1401, MCA, is amended to read:

#15-24-1401. Definitions. The following definitions
apply to 15-24-1402 unless the context requires otherwise:

{1) “Expansion" means that the industry has added after
July 1, 1987, at least $2587088 $50,000 worth of qualifying
improvements or modernized processes to its property within
the same jurisdiction either in the first tax year in which
the benefits provided for in 15-24-1402 are to be received
or in the preceding tax year.

(2) MIndustry”® means--a—-fitm-that-receives-5gi—or-more

oé——its——g:oss—-cperating——&ncome—~fram——aaies——cutside-—the

jufisdicttcn——egproving-—the——tax——beneffts—~—de3cribed——~tn

315-24-3482z--induskry includes but is not limited te a Eirm
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that engages in the:

(a} mechanical or chemical transformation of materials
or substances into products in the manner defined as
manufacturing in the 1972 Standard Industrial Classification
Manual prepared by the United States office of management
and budget;

{b) extraction o¢r harvesting of minerals, ore, or
forestry products; er

{c) processing of Montana raw materials such as

minerals, ore, agricultural products, and forestry products;

or

(d) previsien---of transportation, warehousing, OR

distributiony--er——cammunications--serviees OF COMMERCIAL

PRODUCTS OR MATERIALS IF 50% OR MORE OF THE INDUSTRY'S GROSS

OPERATING SALES OR RECEIPTS ARE EARNED FROM OUTSIDE THE

STATE; OR

(E) EARN 50% OR MORE OF THEIR ANNUAL GROSS5 OFPERATING

INCOME FROM OUT-OF-STATE SALES.

{3) "New" means chat the tndustry FIRM is new to the
jurisdiction approving the resolution provided [or in
15-24-140243+{2}) and has 1invested after July 1, 1987, at
least 550078668 $125,000 worth of qualifying improvements or
modernized processes in the jurisdiction either in the first
tax year in which the benefits provided for in 15-24-14302

are to be received or in the preceding tax year. New

-&6- HB 970
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industry does not include property treated as new industrial
property under 15-6-135.

{4) "Qualifying" means meeting all the terms,
conditions, and requirements fer a reduction in taxable
value under 15-24-1401 and 15-24-1402."

Section-3Iz-—Seceion-15-24-14827-MEA;~ts-amended-to-reads

435-24-1402--~-New-or-expanding-industry———-== assessmentr
$t2y-——iIn--the--frrst——S—--years-after-a—construction-—permie-ta
isanedr—quatifying-imprevements-or-modernized-processes—that
represent-nev-industry-or-expansion-ef-an-existing-industryr
as-destgnated-in-the-approving-reseintien;-shati-be-taxed-at
S58k-af-~thetr——-taxablte--vaiuer—-Each--year-—thersafterz——the
percentage-shaiti-be-increased-by-equat-percentages—untii-the
fuli-—taxabie--valtue-—is--ateained--in--the--20th--year-——In
subsegquent-years;—the-property-shaii-be-texed-at-180%-o0f-ita
taxabie-vatuer

t2y--tat-fn--order-—-far--—a—-—eaypaysr-——-to-receive—che—tax
benafiva-described-in-subsection-{ijr;-the-governing-bedy—-of
the-—affected--eounty—-er-the—incorporated-city-or-town-must
hnve-appfoved—-by--sepurnte——re:o}ution—;far——each--projecty
fottewing--due-—notice-—-as-defined-in-76-15-183-and-a-pubiic
hearingr-the-use-of-the-scheduie-provided-£for-itn--subsection
tiy-—~for-tes-respective—jurisdictions-Fhe-geverning-body -may
nat--qrant--approvai--fer--rhe--preject—-—untiti--ari--of-—-the

applieantis—taxes—have-bean-patd-in-fuiiv-Faxes--patd--nnder
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protest-do-not-preciunde-approvais
thbi--FThe~~governing--body--may--end--the-tax-bensfits-by
majoriey-veee-at-any-timey—but-the-tax-kbenefits-may--not--be
dented--an-tnduscriai-factitty-that-previousiy-gquatified-for
the-benefivas
tec)-—Phe-resoliuntion-provided-for--in--aubseceion——{23tad
ahail—inciude—a—deEinition—of—the—improvemepts-o:—modern&:ed
processes——that-—quatify-for-the-cax-creatment-that-is—to-be
atiowed-in—-the--taxing--jurisdictionz--Fhe--resslucisn--may
provide-—--that--reat--property--other-—than--iand;--personat
propereyr-—impravementar-—-or-—any-—combination--therecf---is
etigibie—for-the-tax-benefits-deseribed-in-subsection-{13+
t3)-—Phe-taxpayer-must-appiy-to-che-county-assesser-on-a
form--provided--by--the——department——-of-—-revenue-for-che-eax
treatment-alicwed-under-subsection-{1}--Phe--appiication--by
the-taxpayer-muat-first-be-approved-by-the-governing-body—of
the-appropriate-locai-eaxwing-juriasdiction;—and-the-governing
body--muse-indicate-in-its-approvat-that-the-property-ocf-the
applicant-qualifies-for-the-tax-treatment—-provided-——-for--in
this--section--Bpon-reseipt-af-tha-form—with-the-approvei-ef
the-gaverning-body-of -the-affected-taxing—jnrisdictiony~—the
assesssr--shati--make-the-assessment-change-purseant-to-this
sections
té¢t--Fhe-tax-benefrt-described-in-subseetron-ti}-appties

onty-es-—the--aumber--of ait miiis--—ievied--esnd--assessed;
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inetuding £or-—-tocal--high--scheei--district-and-etementary
schoot-distriect-purposes-and-to-the-number-af--mitin-—-tavied
and--asspessed--by--the--governing-body-approving-the-benefit
sver—whieh-the-governing-bsdy-has--soite--discretion--~In--ne
case-——may--the--benefit-described-in-subsection-tiy-apply-te
levies-sr-pasessments-required-ander—-Picte-15;-—chapeer——10;
26-9-331;-26-9-333y-or-echerwise-regquired-under—sctate-iaw in

the--taxing——untta-—in-—-which--the--—quairifying--preparty-—is

tecated-t

SECTION 3. SECTION 15-24-1402, MCA, IS AMENDED TO READ:

"15-24-1402. New or expanding industry -— assessment --
notification. (1) In the first 5 years after a construction
permit is issued, qualifying improvements or modernized
processes that represent new industry or expansion of an
existing industry, as designated in the approving
resolution, shall be taxed at 50% of their taxable value.
Each year thereafter, the percentage shall be increased by
equal percentages until the full taxable value is attained
in the 10th year. In subsequent years, the property shall be
taxed at 100% of its taxable wvalue.

(2) (a) In order for a taxpayer to receive the tax
benefits described in subsection (1), the governing body of
the affected county or the incorporated city or town must
have approved by separate resolution for each project,

following due notice as defined in 76-15-103 and a public
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hearing, the use of the schedule provided for in subsection
(1) for 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 governing body may end the tax benefits by
majority vote at any time, but the tax benefits may not be
denied an industrial facility that previously gqualified for
the benefits.

(c} The resolution provided for in subsection (2}(a)
shall include a definition of the improvements or modernized
processes that qualify for the tax treatment that is to be
allowed in the taxing Jjurisdiction. The resoclution may
provide that real property other than land, personal
property, improvements, or any c¢ombination thereof is
eligible for the tax benefits described in subsection (1).

{3) The taxpayer must apply to the county assessor on a
form provided by the department of revenue for the tax
treatment allowed under subsection (1). The applicaticn by
the taxpayer must first be approved by the governing body of
the appropriate local taxing jurisdiction, and the governing
body wmust indicate in its approval that the property cf the
applicant qualifies for the tax treatment provided for in
this sSecticen, Upon receipt of the form with the approval ot

the governing pody of the affected taxing jurisdiction. che
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assessor shall make the assessment change pursuant to this
section,

{4) The tax benefit described in subsection (1) applies
only to the number of mills levied and assessed for local
high scheol district and elementary school district purposes
and to the number of mills levied and assessed by the
governing body approving the benefit over which the
governing body has scle discretion. In ne case may the
benefit described in subsection (1) apply to levies or
assessments reguired under Title 15, chapter 10, 20-9-331,

20-9-333, or otherwise required under state law.

(5) Prior to approving the resolution under this

section, the governing body shall notify by certified mail

all taxing jurisdictions affected by the tax benefit.”

Section 4. Section 15-31-124, MCA, is amended to read:
"15-31-124. New oOr expanded industry credit -
definitions. BAs used in 15-31-124 through 15-31-127, the
following definitions apply:

(1) "Department” means the department of revenue.

(2) "Expanding" means to expand cr diversify a present
operation to increase total full-time jobs by 30% or more.

(3) “Manufacturing” means the process of mechanical or
chemical transformation of materials or substances into new

products, as described in the standard industrial

clagsification manual of 1972 by the office of management
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and budget of the United States.

(4) (a) "New corporation" means a corporation engaging
in manufacturing for the £first time in this state., and
mannfacturing---a--proaduct-—not-—-currentiy--mannfactured--or
subatantiatiy-simitar-ee-a-product-currentiy-manufactured-by
that-corporation-or~any-affiiiate-corporacien-in-this-stace;

A new corporaticn includes:

{i) a manufacturing corporation existing outside of

Montana that enters into manufacturing in the state;

({ii) a nonmanufacturing cocrporation within the state

that enters into manufacturing in the state; or

{iii)}) a corporation newly formed in Mcntana and entering

intc manufacturing cperaticns in the atate.

(b) %t A new corporation does not include;

(i) reorganieing-an a corporation reorganized from a

previously existing corporation that has been engaged in

manufacturing in this state; or

{(ii) the-creation-of a corporation created as a parent,

subsidiary, or affiliate of an existing corporation that has

been engaged in manufacturing in this state of which S6% 20%

or more of the ownership is ewned-er-centroiied held by the

same-perasn;—corpoerationT-or-assaciatien corporation or by

the stockholders of the corporation.”

NEw secrioN. SECTION 5. EFFECTIVE DATE -~ RETROURCTIVE
APPLICABILITY. (THIS ACT] IS5 EFFECTIVE ON PASSAGE AND

~12- HB 570




HB 0970/04

APPROVAL AND APPLIES REPROAETIVELY/-WEIPHEIN--TPHE--MHANING--OF

$-2-3897y TO TAXABLE YEARS BEGINNING AFTER DECEMBER 31, 19486

1991.

~End-
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