— CHAPTER NO. >\ e

HOUSE BILL NO. 299
INTRODUCED BY KEMMIS, SEVERSON, McBRIDE, COONEY,
VINCENT, TOWE
IN THE HOUSE

January 22, 1979 Introduced and referred to
Committee on Taxation.

March 22, 1979 Committee recommend bill
do pass as amended.
Report adopted.

March 24, 1979 Printed and placed on

members' desks.
March 26, 1979 Second reading, do pass as amended.
March 27, 1979 Correctly engrossed.

Third reading, passed.
Transmitted to second house.
IN THE SENATE

March 27, 1979 Introduced and referred to
Committee on Taxation.

April 6, 1979 Committee recommend bill be
concurred in as amended.
Report adopted.

April 9, 1979 Second reading, concurred in.

April 11, 1979 Third reading, concurred in
as amended.

IN THE HOUSE

April 12, 1979 Returned from second house.
Concurred in as amended.



April 13, 1979 Second reading, amendments
adopted.

April 16, 1979 Third reading, amendments
adopted. Sent to enrolling.

Reported correctly enrolled.



46th Legislature LC 0705701 LC 0709/01

1 Jgdth&iin.ﬂlht NG« 1 shall approve any application concerning a recognized
2 INTRODUCED BY ) \¢?LC . ¢ 2 nonfossil form of energy generation that s practical and
3 ‘L—~”<‘7’ 3 effectives but it may deny any application it finds
4 A BILL FGR AN ACT ENYTITLEO: ™AN ACT FROVIOING FOR  SPECIAL 4 impractical or ineffectives The department w3y refer an
S TAX TREATMENT FOR A CAPITAL INVESTHENT IN & RELOGKIZED 5 application to the department of natural resources and
& NONFOSSIL FORM OF ENERGY GENERATIDONe BY EXEMPYING THE FIRSY & conservation for its advices The department of natural
7 $100,000 OF APPRAISED VWALUE FROM PRGPERTY TAXATION AND T resources and conservation must reply within 60 dayse

8 PLACING ANY VALUE 1IN EXCESS OF THIS AMOUNT 1IN CLASS B8 Section 2. Section 1%-6—119+ MCAs is amended to read:
9 EIGHTEEN; AMENDING SECTIONS 15-6-11% AND 15-6—201s MCA; AND b4 "15-6~119« Class eighteen property — description —
10 PROVIDING AN EFFECTIVE DATE." 10 taxable percentage. (1) Class eighteen property includes:

11 i {a) a dwelling house and the 1lot on which it is
12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MORNTANAZ 12 erecteds owned and occupied by a resident of the state who?
13 NEW SECTION,. Section l. Tax treatment of certain 13 {i) has been honorably discharged from active service
14 energy-r-lated investments -- applications {1) A capital 14 in any branch of the armed services; and

15 investment in a recognized nonfossil form of energy 15 {it) is rated F0OX disabled due to 3 service-connected
16 c:nerations as defined in 15-32-102y is: 16 disability by the United States veterans® administration or
17 (a) property exempt from taxations to the extent that 17 its successore In the event of the veteran®s deathy the
18 the appraised value of the investment does not exceed 18 dwelling house and the Jot on which it is erected shal)
19 $100,000; and 19 remain in this class as tong as the surviving spouse remains
20 {b) class eighteen propertys as defined in 15-6-119s 20 unmarried and the owner and occupant of the property.

21 for any portion of the appraised value of the investaent F33 (b} all property used and owned by cooperat}ve rura?
22 that exceeds $100+000. 22 electrical and cooperative rural telephone associations as
3 {2) To receive this tax treatment of a capital 23 previded in (2}{a) of this section;

24 investmenty the owner must apply to the departsent of 24 (¢} air pollution control equipment as defined in this
25 revenue on forms provided by the department. The department 25 section; end
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{4y o nortion of the appraised voluye of a capital

t43jg) new industrial property as defined in this
sectione

{2) (8} The opraoperty of all cooperative rural
electrical and cooperative rural telephone associations
organized under the laws of Montana is included in this
classs except that when Tess than 93X of the electricity
consumers or talephone users within the incorporated limits
of a city or town are served by the cooperative
organizations the property is included in class eighteenas

{b) “Air pollution control equipment®™ moans
facilitiess machinerys or equipments attached or unattached
to real propertye utilized to reducer eliminatcy controly or
prevent air pollutione The ‘departaent of health and
environmental sciences determines if such utilization is
being madee.

(c) ™New industrial property® seans any new industrisl
plants including landy buildingsy machinerys and fixturess
except m@mobile wmachinerys which is used by 4 new industry
during the first 3 years of its operatione The property wmay
not have been assessed prior to July le 1961+ within the

state of Montanae.
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(i) New industrial property is Yimited to industries
that:

{(A) manufactures milles mines produces processs or
fabricate materials;

(B} do similar worke employing capital and 1labors in
which wmaterials unserviceable in their natural state are
extracteds processeds or made fit for use or are
substantially altered or treated so as to create commercial
products or materials: or

{C) engage in the mechanical or chemical
transforsation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Classification Manual prepared by the United
States office of management and budget.

{ii) New industrial property doas not include:

(A} property used by retail or wholesale wmerchantsy
commercial services of any types agricultures trades» o
professions;

(B) a plant that will create gsoverse impact an
existing states countys or municipal services; or

(€C) property used or employed in any industrial plant
that has been in operation in this state for 3 years or
longere

(d) ®New industry™ means any persone corporations

firme partnershipes associations or ather grougp 1t

—y—
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establishes a new plant orfr plants in Hontana for the
cperation of a new industrial endeavore as distinguished
from a mere expansions reorganizations or merger of an
existing industry or industriess

{3} The department of revenue shall prosulgate rules
for the determination of what constitutes an adverse impact,
taking into consideration the number of people to be
employed and the size of the community in which the location
is contemplatede Any persons firme or other group seeking to
qualify its property for inclusion in this class shall make
application to the departmen® in such a manner and form as
the department requires. Once the department has made an
initial determination that the industrial facility qualifies
as new industrial propertys the department shall thens upon
proper noticey hold a hearing to determine if the new
industrial classification should be retained by the
propertye The local taxing authority may appear at the
hearing and may waive its objection to retention of this
classification if the industry agrees to the prepayment of
taxes sufficient to satisfy tax requirements created by the
Tocation and construction of the facility during the
construction periode When a prepayment of taxes is requireds
the maximum amount of prepayment shall be the amount of tax
the industry would have paid without the application of the

class seven percentage to such propertya
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(&) If a major new industrial facility qualifies under
class eighteens the reduction of its vyearly payment of
property taxes for reimbursement of its prepaid taxes as
provided for in 15-16-201 does not begin until the class
eightean qualification expirese

{5) Class eighteen property shall be taxed at 2.8% of
its market value ore in the case of property classified
under {1){a) of this sections so wuch of 2.8 as |is
determined under 15-T-121y whichever is less.™

Section 3. Séctlon 15-6~201s MCAy is amended to read:

®15-6-201e« Exempt categoriese (1) (3) The property of
the United Statess the states countiese citiesy townse
school districtse irrigation districts organized wunder the
laws of Montana and not operating for profits municipal
corporationss public librariesi bullidingss with 1land they
occupy and furnishings thereins owned by a church and used
for actua¥ religious worship and for residences of the
clergys together with adjacent land reasonably necessary for
convenient use of such buildings owned by a churchi such
other property as is used exclusively for agricultural and
horticultural societiese for educational purposess
hospitalss and all propertys both real and personaly without
limitation as to amount except that real property owned
shall not exceed 640 acress owned and held by any

association or corporation organized under Title 35 chapter

. BB 297



W W N

-3

10
11
1
13
14
15
16
17
18

19

23
24

25

L 0709701

20 or 21+ (emeteriess provided such cemeteries and any land
claimed to be exempt are not maintained and operasted for
private or corporate profit; institutions of purely public
charity; evidence of debt secured by mortgages of record
upon real or personal property in the state of Montana; and
public art galleries and public observatories not used or
held for private or corporate profit are exempt froa
taxations but no wmore land than is necessary for such
purpose is exeapt.

{b) As used in this subsectiony the term "institutions
of purely public charity® includes organizations owning and
operating facilities for the care of the retired or aged or
chronically illy which are not operated for gain or profits
and the terms Spublic art . gallteries®™ ang “public
ocbservatories®™ mean only such art galteries and
observatoriess whether of public or private ownerships as
are open to the public without charge or fee at all
reasonable hours and are used for the purpose of education
onlye.

(Z) A1l household goods and furnitures including
clockss wusical instrumentss sSewing machinesy and wearing
apparel of members of the familye used by the owner for
personal and domestic purposes or for furpishing or
equipping the family residence are exempt from taxatione.

{3) A truck canopy cover or topper weighing less than

-1~
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300 pounds and having no accommodations attached is exempt

from taxatione

Section 4. Effective dates. This act is effective on
passage and approval and applies to taxable years beginning

after December 3ls 1978.

-End-

-f-



STATE OF MONTANA )
REQUEST NO. _ 8879

FISCAL NOTE
Form Bi)15

In compliance with a wiitten request received .. January 23 ., 19 79_ , there is hereby submitted a Fiscal Note
for .. House Bill 299 . pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legislature upon request.

DESCRIPTION

This proposed bill provides for special tax treatment for a capital investment in a
recognized nonfossil form of energy generation, by exempting the first $100,000 of
appraised value from property taxation and placing any value in excess of this amount
in c¢lass cighteen and providing an effective date.

ASSUMP''LONS

1) There arce approximately 350 non-fossil energy generating systems currently in

MontLana.
2) The Renewable Energy Plan calls lor 700 systems by the end of the biennium.
3) Because January 1st is assessment date, 1t is assumed that there will be 350 systems

in FY80 and 550 systems in FY81.
4) The average appraised value of each system is $3000.
5) Current systems are taxed at 8.55%
6) The local government levy is 200 mills.
7) The state levy is 6 mills for the University System. (Information for assumptions

1,2,4 provided by Energy Division,

FISCAL IMPACT Dept. of Natural Resources)
FY80 Y81
6 mill University Levy o
under current law $500 $800
under proposed law 0 0
Estimated Decrcase ($500) ($800)
e ——t

EFFECT ON LOCAL GOVERNMENTS

Local governments will lose $18,000 in FY80 and $28,000 in FY81.
LONG=RANGE_EFFECTS

The small loss in revenues should increase each year this bill is in effect.

PREPARED BY DEPARTMENT OF REVENUE

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: . . ;/_&i_,l.l?‘__—

bl 2 D - £
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HB 0299702

Approved by Committee
on Taxation

HOUSE BILL NO. 299
INTRODUCED BY KEMMISs SEVERSONs McBRIDE« COONEYS

VIHCENT, TOWE

A BILL FOR AN ACT ENTITLED: ™AN ALY PROVIDING FOR SPECIAL
TAX TREATMENT FOR A CAPITAL INVESTMENT 1IN A RECOGNIZED
NONFOSSIL FORM OF ENERGY GENERATIONs BY EXEMPTING FHE--FERSF
$300v0808 A__PQRIION OF IHE APPRAISED VALUE FROMN PROPERTY
TAXATION EOR_1Q _YEARS AND PLACING ANY VALUE IN EXCESS OF
THIS AMOUNT IN CLASS EIGHTEEN; AMENDING SECTIONS 15-6-119
AND 15-6-201y MCA; AND PROVIDING AN EFFECTIVE DATE."

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

NEW SECTI0ONa Section 1. Tax treatment of certain
energy-related investments -- application. (1} A capital
investment in a recognized nonfossil form of energy
generationy as defined in 15-32-102¢ is:

(a) property exempt from taxation EQR_YEARS AFIJER_THE
DAIE OF INSTALLATION OF YHE PROPERIYs to the extent that the
appraised value of the investment does not exceed $106v0864
end-3

{1)_ 320,000 IN THE CASE OF A SINGLE FAMILY BESIDENTIAL
UMELLINGS QR

{113 3100+000 JN THE CASE OF A MULTIFAMILY RESIDENIIAL
OHELLING OR A NONRESIDENIIAL STRUCTURES
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HB 0299/02

{b) class eighteen propertyr as defined in 15-6-119,
for any portion of the appraised value of the investsent
that exceeds $106+8068 JHE RESPECYIYE _AMOUNIS CITED _IN
ESECTION 1{1)(A)].

(2) To receive this tax treatment of a capital
investmenty the owner must apply to the department of
revenue on forms provided by the department. The departaent
shall approve any application concerning a recognized
nonfossil form of energy generation that is practical and
effectives but it may deny any application it finds
impractical or ineffectives The department may refer an
application to the department of natural resources and
conservation for * Its advice. The departmsent of natural
resources and conservation sust reply within 60 dayse

Section 2. Section 15-6-119, MCA, is amended to read:

®15-6-119e Class eighteen property -- description ——
taxable percentage. (1) Class eighteen property includes:

(a) a dwelling house and the let on which it is
erectedy owned and occupied by a resident of the state who:

(i) has been honorably discharged from active service

“in any branch of the armed services; and

{ii}) is rated 100% disabled due to a service-connected

disapility by the Unmited States veterans® administration or
-

its successore. In the event of the veteran's deaths the

dwelling house and the lot on which it is erected shall

HB 299

"SECOND READING
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remdin in this class as long as the surviving spouse remains
unmarried and the owner and occupant of the propartye

(b} all property usad and owned by cooperative rural
electrical and cooperative rural teluphone associat;ons as
provided in (2)({a) of this section;i

{c) air pollution controt equipment as defined in this
section; and

id)._aoy portioa of the appraised.value of _a_ _capital
inyesteent _in___a_ _recognized nonfossil__form _of _eoergy
geoerations as. defined in 15-32-102s that _excgeds 2396x0689
IHE.BESZECIX;E_ABDUBIS_LIIED.IH_LSﬁﬂIlﬂﬁ_lllllllll.ﬂnd

tdyiel} 'neu industrial property as defined in this
sectione

(2} (a)} Tha groperty of all cooperative rural
electrical and cocperative rura{ telephone associations
organized under the laws of Montana is inctuded in this
cltasse except that when tTess than 95% of the electricity
consumers or telephone users within the incorporated limits
of a city or town are served by the cooperative
organizations the property is included in class eighteen.

{b} “Air poliution control equipment®™ means
facil?tles. machinerys or agquipment: attached or unattached
to real propertys utilized to reduces eliminates controls or

prevent air pollution. The department of health and

environmsental sciences determines f such utilization is

-3~ HB 299
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being madees

{c) ™New industrial property®™ means any new industriat
plantsy including lands buildingsy machinerys and fixturess
except mobile machinerys which is used by a new industry
during the first 3 years of its operatione The property may
not have been assessed prior to July 1le 1961y within the
state of Montanae

(i) New industrial property is limited to industries
that:

{A) manufactures wmilly wmines produces processs or
fabricate materialss

(B) do similar worke employing capital and labors in
which materials unserviceable in their natural state are
extracteds processedy ar made fit for wuse or are
substantially altered or treated so as to create commercial
products or materialsi or

{C) engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Classification Manual prepared by the United
States office of management and budgete.

{ii) New industrial property does not include:

{A} property used by retail or wholesale merchantss
commerciat services of any types agricultures tradeses or

professions;

~&- HB 299
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(B) a plant that will «create adverse impact on
existing states countys or municipal services; or

(C} property used or employed in any industrial plant
that has been in operation in this state for 3 years or
tongere

{d) “New industry™ wmeans any persons corporationy
firms partnershipy associations or other group that
establishes a new plant or plants in Montana for the
operation of a new industrial endeavors as distinguisned
from a mere expansions reorganizations or wmerger of an
existing industry or industriese

{3) The department of revenue shall promulgate rules
for the determination of what constitutes an adverse impacte
taking into consideration the nuwber of people to he
employed and the size of the community in which the locacion
is contemplateds Any persons firme or other group seeking to
qualify its property for inclusion in this class shall make
application to the department in such a manner and form as
the department requiress Once the department has sade an
initial determination that the industrial facility qualifies
as new industrial propertyes the department shall thens upon
proper notices hold 2 hearing to determine iIf the new
industrial classification should be retained by the
propertye The 1local taxing authority may appear at the

hearing and may waive its objection to retention of this

~5- HEB 299
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classification if the industry agrees to the prepayment of
taxes sufficient to satisfy tax requirements created by the
location and construction of the facility during the
construction period. When a prépayment of taxes is requireds
the saximum amount of prepayment shall be the amount of tax
the industry would have paid without the application of the
class seven percentage to such propertye

{4) If a major new industrial facility qualifies under
class sighteeny the reduction of its yearly payment of
property taxes f;r reimbursement of its prepaid taxes as
provided for in 15-16-201 does not begin wuntil the class
eighteen qualification expires.

{5) Class eighteen property shall be taxed at 2.8% of
its market value ors in the <case of property classified
under (l1){a} of this sections s$O0 wmuch o0f 2.8 as is
determined under 15-T-121e whichever is less+®

Section 3. Section 15-6-201ls MCAy is amended to read:

*15-6-201l. Exempt categoriess (1) (2a) The property of
the United Statess the states countiess citiess townss
school districtss drrigation districts organized under the
laws of Montana and not operating for profity municipal
corporationss public 1libraries; buildingss with Yand they
occupy and furnishings thereiny, owned by a3 church and used
for actual religious:~ worship and for residences of the

clergys together with adjacent land reasonably necessary for

-6 HB 299
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convenient use of such bdbuildings owned by a churchi such
other property as is used exclusively for agricultural and
horticulturat societiess for educational purposesey
hospitalse and all propertyes both real and personals without
limitation as to amount except that real property owned
shall not exceed 640 acress owned and held by any
association or corporation organized under Title 35s chapter
20 or 21y Cemeteriess provided such cemeterias and any tand
claimed to be exempt are not wmaintained and operated for
private or corporate profit; institutions of purely public
charity; evigence of debt secured 'by mortgages of record
upon real or personal property in the state of Montana; and
public art galleries and public observatories not used or
held for private or corporate profit are exempt Ffrom
taxations but no more 1land than Is necessary for such
purpose is exemptes

(b} As used in this subsections the term "institutions
of purely publtic charity" includes organizations owning and
operating facilities for the care of the retired or aged or
chronically i1ls which are not operated for gain or profits
and the terms "public art galieries™ and “public
observatories® mean only such art galleries and
observatoriess whether of public or private ownershipe as
are open to the public without charge or fee at all

reasonable hours and are used for the purpose of eaducation

-7- HB 299
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onlye

(2) A1l household goods and furnitures including
clockse musical instrumentssy sewing machiness and wearing
apparel of members of the familys wused by the owner for
personatl and domestic purposes or for furnishing or
equipping the family residence are exempt from taxation.

{3) A truck cancpy cover or topper weighing less than
300 pounds and having no accommodations attached is exempt
from taxatione

t483=-Fhe-firat-$260:0899-0f ~the--eppraoised--yajue--of--2a
capitai--investesnt-in-a-recognited-nonfosaii-fore_of-energy
genaretiony--aa--defipad-—in--k5-32-302x--is-——exempt-—-fron
taxations

1%)__IHE FQLLOWING PORTIONS OF THE APPRAISED YALUE OQF A
CAPITAL _INYESIMENT IN A SECOGNIZED NONFOSSIL FORM OF ENERGY
GENERATION: _AS DEFINED _IN 15-232-102s ARE__EXEMPT __FRQM
JAXATIQN fOR A _PERIOD OF 10Q YEARS FOLLOWING INSYALLATION OFf
THE_PROPERIY:

{A)__$20+000 IM THE CASE OF A SINGLE FAMILY RESIDENTIAL
DHELLINGS

1B)_ $10Q,000 IN THE CASE OF A MULTIFAMILY RESIDENTIAL
DMELLING DR A NOMRESIDENTIAL SIRUCTURE.®

Section #. Effective datee. This act is effective on
passage and approval and applies to taxable years beginning

after December 3ls 1978.

~-End-
-8- HB 299
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HOUSE BILL NO. 299
INTRODUCED BY KEMMISs SEVERSONs MCBRIDE, COONEYy

VINCENTy TOWE

A BILL FOR AN ACT ENTITLED: ™AN ACT PROVIDING FOR SPECIAL
TAX TREATMENT FOR A CAPITAL INVESTMENT 1IN A RECOGNIZED
NONFOSSIL FORM OF ENERGY GENERATIONs BY EXEMPTING FHE--FIRS5¥
$:00vy066 A__PORTION OF IHE APPRAISED VALUE FROM PROPERTY
TAXATION EQR_10 _YEARS AND PLACING ANY VALUE IN EXCESS OF
THIS AMGUNT IN CLASS EIGHTEEN; AMENOING SECTIONS 15-6-119

AND 15-6-201+ MCA; AND PROVIDING AN EFFECTIVE DATE.™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

MEW_SECYIONe Section l. Tax treatment of certain
energy-related investments -- applicatione (1) A capital
investment in a recognized nonfossil form of energy
generations as defined in 15-32-102, is:

(a} property exempt from taxation EQR 10 YEARS AFYER
IHE_DATE OF_INSTALLATION QF THE PROPERIYs to the extent that
the appraised value of the investment does not exceed
$188y0804-ond-3

L1} __32Q2000 IN THE CASE QF A SINGLE FAMILY RESIDENILAL
ORELLING: _OR

LI1) $100,000 _IN TYHE CARE OF A MULTIEAMILY RESIDENTIAL
REELLING OR_A NOMRESIDENTIAL SIRUCTURES
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(b} <class cighteen propertys as defined in 15-6-119,
for any portion of the appraised value of the investment
that exceeds $300y808 JHE RESPECTIVE AMOQUNIS CIVEQ IN
fSUBSECTION (1)3(A)].

{2y To receive this tax treatment of & capital
investments the owner must apply to the department of
revenue on forms provided by the departwmente The department
shall approve any application concerning a recognized
nonfossil form of energy generation that is practical and
effectives but it may deny any apptication it finds
impractical or ineffective. The department may refer an
application to the department of natural resources and
conservation for 4éts advices The department of natural
resources and conservation must reply within 60 days.

Section 2. Section 15-6-119¢ MCA+ is amended to read:

"15-6-119« C13ss eighteen property -~ description --
taxable percentage. (1) Class eighteen property includes:

ta) a dwelling house and the lot on which it is
erecteds owned and occupied by a resident of the state who:

{i) has been honorably discharged from active service
in any branch of the armed services; and

{ii) is rated 100% disabled due to a service-connected
disability by the United States veterans® administration or
its successor. In the event of the veteran®s deaths the

dwelling house and the Jlot on which it is erected shall

-2- HB 299
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remain in this class as long as the surviving spouse remains
unmarried and the owner and occupant of the propertye

{b) all property used and owned by cooperative ruratl
electrical and cooperative rural telephone associations as
provided in {2)(a) of this sectioni;

{c) air pollution control equipment as defined in this
section; end

i1d) __any portion of the appraised value _of _a _capital
investeept _ _in__ a__recognized _ooofossil. fors _of energy
genecationa_as defined in 15-32-102s that _exceeds $100x000
IME _RESPECTIVE AMOUNTS CIVED IN [SECTION L1(11(A1])i and

tdriel 'new industrial property as defined in this
sectione

(2} (a) The property of all cooperative rural
electrical and cooperative rural telephone associations
organized under the laws of Montana is included in this
classs except that when less than 953 of the electricity
consumers or telephone users within the incorporated limits
of a city or town are served by the cooperative
organizations the property is included in class eighteens

{b) “Air poltlution control equipment® means
fFacilitiese machinerys or equipments attached or unattached
to real propertys utilized to reducey eliminatey controlsy or
prevent air pollutions The department of health and

environmental sciences detersines if such utilization is

-3~ HB 299
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being made.

fc) “New industrial property™ means any new industrial
plants including lands buildingss machinerys and fixturess
except mobile machinerys which is used by a new industry
during the first 3 years of its operation. The property may
not have been assessed prior to July 1y 1961y within the
state of Montanae

(i) New industria) property is timited to industries
that:

{A) manufacturees milly mines produces processs oOr
fabricate materials;

(8) do simitar works employing capital and 1labore in
which materials unserviceable in their natural state are
extractede processeds or made fit for use or are
substantially aitered or treated so 3s to create commercial
products or materials; or

{C} engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial (tassification Manual prepared by the United
States office of management and budgeta.

{ii) New industrial property does not include:

(A) property used by retail or wholesale merchantsse
commercial services of any types agriculturey tradess or

professions;
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(B) a plant that will create adverse impact on
existing states countye or municipal services; or

{C) property used or employed in any industrial plant
that has been in operation in this state for 3 years or
longere

(d} ™New industry® means any persons corporations
firmey partnerships associations or other group that
establisnes a new plant or plants in Montana for the
operation of a new industrial endeavores as distinguished
from a mere expansions reorganizations or merger of an
existing industry or industriess

{3} The department of revenue shall promulgate rules
for the determination of what constitutes an adverse impacty
taking into consideration the number of people to be
employed and the size of the community in which the location
is contemplated. Any persons firme or other group seeking to
qualify its property for inclusion in this class shall make
application to the department in such a manner and form as
the department requiress Once the department has wmade an
initial determination that the industrial facility qualifies
as new industrial propertys the department shall thens upon
proper notices hold a hearing to determine if the new
industrial classification should be retained by the
propertys The local taxing authority may appear at the

hearing and may waive its.objection to retention of this
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classification if the industry agrees to the prepayment of
taxes sufficient to satisfy tax requirements created by the
location and construction of the facility during the
construction periode. When a prepayment of taxes is requireds
the maximum amount of prepayment shall be the amount of tax
the industry would have paid without the application of the
class seven percentage to such propertye

{4) 1If a major new industrial facility qualifies under
class eighteens the reduction of its vyearly payment of
property taxes for reimbursement of its prepaid taxes as
provided for in 15-16-201 does not begin until the class
eighteen qualification expirese.

(5) Class eighteen property shall be taxed at 2.8% of
its market wvalue ors in the case of property classified
under (1){a)} of this sectiony so much of 2.8% as is
determined under 15-7-121s whichever is less.™

Section 3« Section 15-6-201y MCAs is amended to read:

#15-6-201. Exempt categoriess {1} {a) The property of
the United Statess the states countiess citiesy townss
school districtss irrigation districts organized under the
laws of Montana and not operating for profite municipal
corporationsy public libraries; buildingss with land they
occupy and furnishings thereins owned by a church and used
for actual religious worship and for residences of the

clergys together with adjacent land reasonably necessary for
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convenient use of such buildings owned by a church; such
other property as is used exclusively for agricultural and
horticultural societiesy for educational purposesy
hospitalsy and ai1 propertye both real and personaly without
limitation as to amount except that real property owned
shalt not exceed 640 acresy owned and held by any
association or corporation organized under Title 35, chapter
20 or 21s Cemeteriess provided such cemeteries and any land
claimed to be exempt are not maintained and operated for
private or corporate profit; institutions of purely public
charity; evidence of debt secured by mortgages of record
upon real or personat property in the state of Montana; and
public art galleries and public observatories not used or
held for private or corporate profit are exempt from
taxations but no more land thén is necessary for such
purpose is exempt.

(b) As used in this subsections the term "institutions
of purely public charity® includes organizations owning and
operating facilities for the care of the retired or aged or
chronically ills which are not operated for gain or profits
and the terms "public art galleries™ and *"public
observatories®™ mean onty such art galleries and
observatoriess whether of public or private ownershipe as
are open to the public without charge or fee at all

reascnable hours and are used for the purpose of education
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{2) A1l household goods and furnitures inctuding
clockss musical instrumentss sewing machiness and wearing
apparel of members of the familys used by the owner for
personal and domestic purposes or for furnishing or
equipping the family residence are exempt from taxations

(3) A truck canopy cover or topper weighing less than
300 pounds and having no accommodations attached is exempt
from taxation.

t4y=—tba-firat-$i6fv800-of-the--appraised--yvaine--of--a
copitai--inveatment-in-a-recogaized-nonfosait-form-ef-energy
generotiony-=na-cdefiped--in=-i5-32-102y-cia--cexempt——-from
taxations

fe) _THE FOLLOWING PORTIONS QOF THE APPRAISED VALUE OF A
CARITAL _INVESTMENI IN A _RECOGNIZED NONEQSSIL EORM_OF ENERGY
GENERATIQONs _AS _DEFINED IN 15-32-102s ARE _EXEMPY __FEROM
TAXAIIGN _FQR A _PERIGD Of 10 YEARS_FOLLOWING INSTALLATION _OF
IHE_PROPERIY:

LAl __$20.000 IN THE CASE OF A SINGLE FAMILY BESIDENTIAL
OWELLINGS

{B)__$100,000 IN THE CASE QF A MULTIFAMILY RESIDENTIAL
DHELLLNS_QE.A_NQNRESLDEBIIAL_SIBHCIHBE;'

Section 4. Effective dates This act is effective on
passage and approval and applies to taxable years beginning
after December 31ls 1978.

-End-~
B~ HB 299
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HOQUSE BILL NO. 299
INTRODUCED BY KEMMISy SEVERSONy McBRIODEs COONEY,s

VINCENTy TOKWE

A BILL FOR AN ACT ENTITLED: ™AM ACT T OVIDING FOR SPECIAL
TAX TREATMENT FOR A CAPITAL T.VESTMENT IN A RECOGNIZED
NONFOSSIL FORM OF ENERGY GENERATIONs B8Y EXEMPTING FHE--FEIRSF
$368y086 A PORIION OF IHE APPRAISED VALUE FROM PROPERTY
TAXATION FOR_1Q YEARS ANB-PEAEING-ANY——¥AEYE-~EIN--EXEESS--OF
FHES =~ AMBUNTF -~ EN-—ELASS-EFOHTEEM; AMENDING SEEFIONS-15-6-3119

ANS SECTIDN 15-6-201y MCA; AND PROVIDING AN EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEH-SEEFEONY--Section-tv—-Fex——treatment———-of---certstn
energy-retated--investments—-—-——applications-—tiy-a—cepttet
investment--in--a--recognized--nonfossit--ferm—--of-~-energy
qenerstionv-as-defined-in-15-32-102y-t9¢
far--property--exempt-—-from-taxation EQR-1B-YEARS-AFFER
FHE-DAFE-BE-INSTACEATION-AE-FHE-PROAPERF¥v-to—the-extent-that
the-appratsed--vatve—-cf--the-—investment--does-—-not-—-exceed
$186vy068¢+—and
133--%260v000-IN-FHE-EASE-OF - A-SEINGLE-FAMIEY RESIDENTRAL
SnEEEING:-OR
1+$33-4200v8908-—IN-FHE-CASE-GF-A-NULFIFANILY -RESIDENTIAL
OHEEEING-BR-A-NONRESIDENTEAL-STRUCTUREYL
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tb¥--ctnss-eighteen-propertyy-as-defined——in—-15-6-119v
for—-any~-portion--of--the-appreaised-vatve~of-the-investment
that-—exceeds—-4$100v600 FIHE--RESPECTFIVE--AMOUNTS--EXFEG-~IN
ESUBSEETIRION -t yiaL}e
t2¥--Fo-~-receive——this—-tox—-treatment--of--e-—capited
rnvestmenty—the--owner--must--opply--to—-the--department--of
revenge-an-formes-provided-by-the-departmenty-—FThe-deparement
shoti---approve--any--applicotion--eoncerning--a—-recognized
nonfossit-formof-enerqgy-generetion-that--is--practicat-—and
effectivey—-—but-—+t--may-—~deny--any-—application——+t--fFinds
impractice}-or-ineffectiven—-Fhe-—department--~mey--refer-—an
appireation—-to-—the-—department-—of--naturat--rescurces-and
eonservae+on—For——its——edvieev——¥he--dep;rtnent——of--neture¥
resources-end-conservation-must-reply-within-68-dayse
Seetion-2u~--Section-—15-6-119y-—MEAy—+s—amended—to-rends
R3}5-6-1i9x-—-Etnss-eighteen-property——--deseription——
toxabte--percentager-—--tiy-€tess-eighteen-property-incltudess
taj--s-dwetrting-hoose--and--the--}tot--on--which-—it--+s
erectedy--owned-and-occupied-by-a-resident-of-the-state-whot
t+y-—has-been-honorshty-dischorged-from-sctive-—service
tn-any-brench-cf-the-armed-servicest-and
tity-+9--reted-166%-disablted-due-to-s-service-connected
disnabtiity-dy-the-dnited-States-veteranst-administration—-or
+ts--suceessorc--in——the;~event—-of—the—veteran‘s—deothy-the

dwelting-hovse—and-the-tot-—on——which-—+t--¢9-—erected——shalt

-2- HB 299
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remain-in-this—ctass-ss-tong-ss—the-surviving-spouse-rematns
onearried-and-the-owner-and-occupant-of-the-propertys
thy-—a¥i—-preperty--used-and-owned-dy-cooperative-rurad
etectricat-and-cooperative-rural-teiephone-—associations-—es
provided-in—t2ytet-of-this-sectiont
ter-—sir-poilution-controt-equipment-ass-cefined-in-this

sectiony—and

~=any=-| —of-—the-appratsed-yoiuc-cf-n-
torasteent--in--a--recognised-—nonfossid--form---of---energy
generationy-—a3--defined-in-i5-32-102r-that-excerda-3108+008

IHE-RESPECEIVE—AMOHNTS—CIFEA-EN-ESECTEON-F {23 th3 s ~and

tditar-~new—+indostriat-——preoperty--as-—-defined--in-~thts
sectionw

t2¢--tey-Fhe-~-property—--of---ett-- -cooperstive-—rurest
erectricot--oend--cooperative—~rurat--tetephone--nesocrations
orgenized--under--the-~taws--of --Montene~+s-inctaded-in-thts
ctassy-except—that-when—liess-than--958-~of--the-—eltecericity
consumers--or-tetephone-users—within-the—incc poreted-timits
of-—a-—ctty-—~or-—town-—are---serveg---by--—the---cooperative
organtzetiony-the-property-+s—intivded-+n-ctass-eighteens

thy——2A¢r———-potivtion----controt----equipment®---meons
facttitiesy-mochineryr-or-equiprenty-attoched-or--unattached
to-reai-propertyy—utitired-to-reducey-etiminatey-—controty-or
prevent—--air--—-poliutionv-—-Fhe-—department--of--heattnh--snd

environmentai-sciences—~determines——if-—such--utiitzation--ts
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being-madew
tey-—2New-industrial-property*-means-any-new—induvstriat
pianty--inctading--tendy-buitdingav-machineryr-ond-fixturesy
except-mobite~machineryr-which-+s-used--by--s-—new-—industry
duréng--the-first-3-years-of-+ts-opearations-Fhe-properey-may
not-have-been-assessed-prior-to—duty--tvy—-196ty-—within-—the
stote~of-Montanaw
tity-—Hew-—industriat-—-property-ta-timited-to-industries
that+
tA} ——manufacturey—-—-mitiy-—-miney-—producey--processy-—of
fadbricate-materiotst
£B}-~do--simitar—-worky—emptoying-capi+tat-and-tebory-+n
whieh-materiats-—unserviceabie-in——thetr-—noturat-—state--are
axtractedy--—processedy-———-or---made-——fit-—for--use--or--are
substantiatiy-altered-or-treated-so-ns-te-create-—commeretal
produeta-or-matertatst—or
$&4-~engage——~—tn-~=--the--—-mechanical--—-or---chemieat
transformation-of-materiols—er-substances-into-new--produces
in--the-manner-defined-as-manufactaring-+in-the-19¥2-5Seandard
Industriat-Erassificetion--Manuat--prepared——by-~the-—Hnited
States-office-of-management—and-bodgets
t++5-New—industriel-property-does-pot-inctudes
thi--property--taed-—by--retait-or-whotesate-merehantsy
ecommereisl-services-of-any--typevr--agqricutturey-—tradesy--or

professionst
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+B8¥--a---plant-—that--witt--creste--adverse--impsct--on
exrsting-stater-countyy-or-municipat-servicesy-or
tE}--property-used-or-employed-in-eny-+ndostriat-—plane
that--heas—-been-—in-—operation-—in-this-seate-for-3-years-eor
}onqers
tdy——SNew—-+hdustry®--meens--eny--persony--corporatieny
firmy———poartnershipy—-——esseciationy—-or--other--groop—-that
estabtishes-a--new--plant--or--plants——in--Mentens--for--the
operetion—-of-—a—-new-—-+ndustriot-endeavory-as-distinguished
frem-a-mere—-—expansiony--reorganizationy——or——-merger——of--an
extsting-indusery-or-industriesy
t34-~Fhe--department-—of-revenue—-shoii-promuigate~rotes
for-the-determinatron—-of-what-constientes-an-adverse—impocty
toking--into--consideration--the——number--of-—-peopte--to--be
empioyed-and-the-sire~of-the—communtty-in-whieh-the-jocotion
+s-contemplateds—hny-persony-firmy-or-other-group-seeking—te
quatify-—+ts-property-for-inelpsiron-in-this—ctass-shati-make
epplication—to-the-department-in-such-e-manner-ond--form--as
the--department——requiress--tdnee——the-department-has-mede-on
inreiat-determination-that-che-industriot-facttity-quatrifies
as-new-industriat-propertyy-the-department-shati-thenv--upon
proper—-noticey——hotrd--e--hearing--to--determine-—if-the-new
tndustriat—-crossification——shovid--be~-—-reteained-—--by~---the
propertyw—~Fhe—-tocat-—taxing--adthority--may--appesr—at-the

hearing-and-moy-woatve—its-objectton—-to—-retention——of--thta
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ctessificatton--+f--the-industry-agrees-to~the-prepasyment-of
texes-sufficient—to-satisfy-tex-requirements-created-by-—the
¥ocetion-—-and--construction--of--the--fecitity-—~during--the
constroction-periode-When-e-prepareent-of-toxes-is-requiredy
the-saxtsus-emount-of-prepaysent-sheti-be-the-smount-of--tex
the-~tndostry-woutd-heve-patd-without-the-eppltication-of-the
etess-seven-percentage-to-such-propertys
ter--if-a-major-new-industriat-facti+ey-quatifies—under
etass-eitghteeny-the-—-reduction-—ocf--tts--yearty--payment——of
propefty—-toxes--fér——reimbursemeﬂt—-ef—its-prepa+d-toxes—os
provided-for-in-15-1t6-281-does-not--pegin--unti¥--the--chass
etghteen—quatificecton-expiresy
t54--Elass--etghteen-property-shati-be-taxed-ot-2es0%—of
tts-morket-vatne-orr-in--the--cese--of--property--ctosaified
under--{iffo)—-of——th+s--scet+oﬂ1--so——-ceh--o¢--Etel-jns—+s
determined-under—-15-3-1Ziv-whichever-is-tessy®
Section l. Section 15-6-201y MCAy is amended to read:
*15-6-20le Exempt categoriess (1} {(3) The property of
the United Statess the states countiesy citiess townss
school districtssy irrigation districts organized under the
laws of Montana and not operating for profity municipal
corporationss public libraries; buildingsy with land they
occupy and furnishings thereiny owned by @ church and used
for actual religious worship and for residences of the

cltergys together with adjacent land reasonably necessary for
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convenient use of such buildings owned by a church; such
other property as Is used exclusively for agricultural and
horticultural societiess for educational purposess
hospitalss and all propertys both real and personals without
limitation as to amount except that real property owned
shall not exceed 640 acresy owned and hzld by any
association or corporation organized under Title 35, chapter
20 or 21y Cemeteriess provided such cemeterios and any land
claimed to be exempt are not maintained and onerated for
private or corporate profit; institutions of purely public
charity; evidence of debt secured 'by mortgages of record
upon real or personal property iIn the state of Montana; and
public art galleries and public observatories not wused or
held for private or corporate profit are exempt from
taxations but no more land than is necessary for such
purpose is exempte

{b} As used in this subsections the term “institutions
of purely public charity® includes organizations owning and
operating facilities for the care of the retired or aged or
chronically 11y which are not operated for gain or profity
and the terms "public art galleries™ and "public
observatories® mean only such art galleries and
observatoriess whether of public or private ownerships as
are open to the public without charge or fee at all

reasonable hours and are used for the purpose of education
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onlye

(2} AN household goods and furniturey including
clockss musical instrumentsey sewing machinesy and wearina
appare! of members of the familyy used by the owner for
personal and domestic purposes or for furnishing or
equipping the family residence are exempt from taxation.

{3) A truck canopy cover or topper weighing less than

300 pounds and having no accommodations attached is exempt

from taxatione

£2)--Fhe--first--$300y000_—of -—the-appraised-yatue-of-a

{4) THE FOLIOWING PORTIONS OF THE APPRAISED YALUE Df A
CAPITAL INYESTMENT MADE AFTER JANUARY 1s 13979 IN A
RECOGMIZED NONFQSSIE FORM DF ENERGCY GENFRATIOMs AS DEFINED
IN_15-32-102s ARE EXEMPT FROM TAXATIOQN FOQR A PERIOD OF 10
YEARS FOLLOWING INSTALLATION OF THE PROPERIY:

LA} 320,000 IN THE CASE OF A SINGLE FAMILY RESIDENTIAL
DHELLINGS

{B} $100,000 IN THE CASE OF A MUITIFAMILY RESIDENTIAL
QUELLING OR A NONRESIDENTIAL STRUCTURES™

Section 2. Effective date. This act is effective on
passage and approval and applies to taxable years beginning
after December 31y 1978.

-Tnc-
-B- H8 299



April 6, 1979

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. 299, third reading bill, be amended as follows:

1. Title, line 9.
Strike: "AND PLACING ANY VALUE IN EXCESS OF THIS AMOUNT IN CLASS
EIGHTEEN"

2. Title, line 0.
Following: "AMENDING" :
Strike: "SECTIONS 15-6-119 AND"
Insert: "SECTION"

3. Page 1, line 14.
Strike: sections 1 and 2 in their entirety
Renumber: subsequent section

4. Page 8, line 15.
Following: "INVESTMENT"
Insert: "made after January 1, 1979,"




