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SENATE BILL 392

IN THE SENATE

Introduced and referred to
Committee on Taxation.

Fiscal note reguested.
Fiscal note returned.

Committee recommend bill, do
not pass.

Printed and placed on members'
desks.

Second reading, indefinitely
postponed.
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BILL NO.
INTRODUCED BY

BY REQUEST OF THE DEPARTMENT OF REVENUE
A BILL FOR AN ACT ENTITLED: ®AN ACT TO REVISE AND CLARIFY
THE LAW RELATING TO TAXATION OF BUSINESS INVENTORIESS
AMENDING SECTIONS 15-6-11Ts 15-6-202¢ 15-24~401, AND

15-24-4039 MCA; AND REPEALING SECTION 15-24-402+ MCA."

BE IT ENACTED BY YHE LEGISLATURE OF THE STATE OF MONTANA:
Section l« Section 15-6-117+ MCAs Is amended to read:
"15-6-117+ Class sixteen property -- description --

taxable percentages (1) Class sixteen property includes:

{a) business inventories——es—defined-in—-this—section;
and

{b) mobile machiness valued as other heavy
construction equipment is valueds used in new industries as
defined in class eighteen.

{2) HMobile machines used in new industry are subject
ta the conditions imposed in class eighteen for other
proparty used in new industriese

{3r--*Business—inventories®-incltudes-goods-intended-for
sote-or-iease-in-the—ordinary-course--of--business--and--raw
materinls——-and—-work—+n—progress-with-respece—to-such-goodss

Business-inventorires——shailt-—not--include--qocds--teased--or
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rented--or--aobite--hones—hetd-by-a-dester-or-distributer-es
part-of-his-stock-irn—trodes
£4)--Fhe-merket-—-votue—-of—business—inventoriesy——for
preperty--tax-purposesy—is—the—cost-to—the-person-subject—te
the-inventory-taxs ’

5413} Class sixteen property is taxed at #.2% of
market value.®

Section 2. Section 15-6~202y MCAs is amended to read:

"15~6-202. Freeport merchandi se exenption. {1}
Freeport merchandise is exempt from taxation.

{2) Freeport merchandise seans those stocks of
merchandise sanufactured or produced outside this state
which are in transit through this state and consigned to a
warehouse or other storage facilitys public or privates
within this state for storage in transit prior to shipment
to a final destination outside the state and which have
acquired a taxable situs within the state.

{3) Stocks of merchandise do not lose their status as
freeport merchandise because while in the storage facility
they are assembledes bounds joineds processedy disassembleds
dividede cuty broken in bulks relabeleds or repackaged.

(4) Any person or other group seeking to qualify its
property for inclusion in this class shall make application
to the department of revenue in such manner or form as may

be required by the department.®
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Section 3. Section 15-24-401y MCAs is amended to read:

"15-24-401l. Assessment of business inventoriese Feor
properey-tox-purposesv—-business Business inventories shal)
be assessed at the eost-or-present packet valuer—whichever
Fe—-towery—-to—the-person-subject—to-the-inventory-tax nf the
pbysical . ioveatory .on bhand on January 1 of the assessaent
yeare”

Section &« Section 15-24-403, MCAy is amended to read:

®15-24-403., Business inventory reporting — coapy of
federal schedule. For the purposes of 15-8-301s a3 person
required to report his business inventory as of January 1} to
the department of revenue may satisfy this requirement by
submitting a copy of the schedule he filed with the internal
revenue service as of that day if the person reports his
federal income taxes on a calendar-year basis or a céﬁy of
the schedule he filed with the internal revenue service as
of a date within the preceding year if the person reports
his federal income taxes on other than a calendar-year
basise In the Jatter instances the business inventory
indicated on the federal schedulte shall be presumed to be

the business inventory in the possession on January 1 of the

person repcrting ite 1Ihis section does oot apoly if the
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of ioventory oo _bands™

NEW _SECTION, Section 5. Definitions. As used in this
parts the following definitions apply:

(1) " Business inventories™ includes goods intended for
sale or lease in the ordinary course of businesssy raw
waterialsy and work in progress with respect to such goodsa.
The term does not include goods leased or rented or mobile
homes held by a dealer or distributor as part of his
stock-in-trade.

{2) *™Cost® aecans the actual monetary amount paid for
an item of inventorye. For inventories in process the cost
will be determined by adding to the purchase price
additional expenses associated with processing the item of
inventory as of January le. When determining cost, accounting
aethods such as last-in-first-out that do not reflect the
cost of inventory on hand are not a)llowed.

{3} ™Market value® gmeans cost or present values
whichever is lowers

Section 6. Repealere Section 15-24-402, MCAy s
repealed.

Section T« Codificatione Section 5 is intended to be
codified as an integral part of Title 15. chapter 24 part
4+ and the provisions contained in Title 15, chapter 24s
part 4+ apply to section 5.

—End-
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driroved by Cormittee
on Taxation

BILL NO.

INTRODUCED BY

BY REQUEST TOF THE DEPARTMENT

A BILL FOR AN ACT ENTITLED: AN ALT TU REVISE AND CLARIFY
THE LAW RFLATING T0O  TAXATION OF BRUSINESS TuyoyTA~TeQ,
AMENDING SECTIONS 15-6-11T» 15-6-202y 15-24-401+ AND

15-24-403s MCA; AND REPEALING SECTION 15~264-40C2+ MCA."™

BE 1T ENACTED 2Y THE LEGISLATURE OF THE STATE OF MOMTANA:
Section le Section 15-6-117s MCAy is amended to read:
®15-6-11Ts Class sixteen property -- dascription --

taxable percentages. (1)} Class sixteen property includes:

(a) business inventories-—es~defined-rn-this-section;
and

{h) mobile machiness valued 35 other heavy
construction equipment is valuede Used in new industries as
defined in class eightecne

{2) Mobile machines used in new industry are subject
to the conditions imposed in class eighteen for other
property used in new industriese

13)--"Business—inventories® includes-qoods-tntended-fnr
sate-or-tense-in-the-ordinary-course——cf--business--and--raw
matertats——and--work-in-progress-with-respect—to-speh-noodse

fusrness-inventortes-—shati-—not-—+nclode--qonds--tenaed--or
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rented-—or--mobitte--homes-held-by-n-deater-er—distributor-es
part-of-his-stock—rn-trodey

t4y--FThe-narket--voltuve--of -—-busin=ss-—tnventorieay—-for
nronerty--tax-purposesy-+va-the-cost-to-the-person-subject-to
the-rnventory-toxs

+5%L3) Class sixteen property is toaxed at 4e2% of
market valuea™

Section 2. Section 15-6—202s MCAs is amended to read:

®15-6-202« Freeport merchandise exemptione. (1)
Freeport merchandise is exempt froe taxatione

{2) Freeport merchandise means those stocks of
aerchandise manufactured or produced outside this state
wNicn  Aare in transit through this state and consigned to a
warchouse or other storage facilitye public or private,
within this state for storage in transit prior to shipment
to a finasl destination outside the state and which have
acquired 2 taxsbie situs within the states

{3) Stocks of merchandise do not lose their status as
freeport merchandise because while in the storage facility
they  are assembleds bounds joineds processedy disassamblads
Jivigeds cuts oroken in bulks reltabeleds or repackigeda

(4) Any person or other yroup seeking to qualify its
property for inclusion in this class shall make application
to tue department of revenue in such minner aor form as may

b required by the departmente™
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Section 3. Section 15-24-401s MCAs is amended to read:

®15-24-401. Assessment of businnss inventoricse For
property-tex—purpesesy-bustmess Hysiness inventories shall
be Jassessed dJdt the cost-or-present parket valuev-whichever
19-3owery-to—the-persen-suvbject—to-the—inventory-tax of _the
physical _ioventory _on.  hand on Japuary 1 of the asscssment
¥ear.”

Section #. Section 15-24-403s MCAs is amended to read:

*15-24-403. Business inventory reporting -~ copy of
federal schedulee. For the purposes of 15-8-301s 3 person
required to report his business inventory as of January 1l to
the departwent of revenue may satisfy this roquirement by
submitting a copy of the schedule he Filed with the internal
revenue service as of thaot day if the person reports his
federal incoae taxes on a calendar-year bLasis or 3 copy of
thi: schedule he filed with the internal revenue service as
of a date within the preceding year if the person roports
his federal income taxes on other than a catendar-year
basise In the latter instances the business inventory
indicated on the feder2l schedule shall be presused to be
the business inventory in the possession on January 1 »f the
persen reporting ite Ihis section does not apply _if the
invenotory for fegeral income tax purposes is detormined
Msiny . a lastoip-first-oul _inventory metheod or _any otheg
method that does pnot reflect aciual costs or greseat walue
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MEW SELTION. Section 5. Definitions. As used in this
parte the following definitions apply:

(1} “Business inventories™ includes goods intended for
sale or lease in the ordinary course of businesss raw
naterialse and work in progress with respect to such qgoodss
The term does not include goods leased or rented or nobile
homes held by a dealer or distributor as part of his
stock—in~tradea

{2} ™Cost®™ means the actual wmonetary amount paid for
an item of inventorye For inventories in process the cost
will be determined by adding to thea purchase price
adaitional expenses associated with processing the item of
inventory as of Japuary le When determining coste 3ccounting
methods such as Tast-in-first-out that do not reflact tha
cost of inventory on hand are not allowed.

(3} ™market value®™ means cost or present valuce
whichever is loweras

Section 6. FPepealers Section 15-24~402 MCAy s
repealed.

Section Te fodifications. Section S5 is intended t5 be
codified as an integral part of Title 15y chapter 24+ part
4s and the provisions contained in Title 15+ <chepter 24s
part 4 apply to section 5.

~End-
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STATE OF MONTANA

REQUEST NO. _295-79
FISCAL NOTE

Form BD-15
In compliance with a written request received _February 9 .. ..., 19 79 _. there is hereby submitted a Fiscal Note
for  .Senate.Bill.392. .. .. pursuant to Chapter 53, Laws of Montana, 1966 - 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 revises and clarifies the law relating to taxation of business
inventories.

FISCAL IMBACT

The change in this bill is currently being litigated. If the Department of Revenue
prevails, it will merely clarify an ambiguity in law and there will be no fiscal
impact. If the Department of Revenue loses the lawsuit then the bill would cause
an increase in revenues to local government of approximately $600,000 each year.

BUDGET DIRECTOR
Office of Budget and Program Planning
Date: L,// )rl 27

(Prepared by the Department of Revenue)




