Senate Bill 140

In The Senate

January 15, 1981 Introduced and referred
to Committee on Natural
Resources.

Fiscal note requested.

January 21, 1981 Fiscal note returned.
February 16, 1981 Committee recommend bill
do pass as amended.
February 17, 1981 Bill printed and placed
on members’ desks.
February 19, 1981 Second reading do pass.
February 20, 1981 Correctly engrossed.
February 21, 1981 Third reading passed.

In The House

FPebruary 23, 1981 Introduced and referred
to Committee on Taxation.

April 23, 1981 Died in Committee.



47th Legislature

1
11
1z
13

14

16
17
18
iq
20
21
22
22

74

INTRNCUCEC EY

A 2TLL FOR AN ACT  ENTITLED: WAN  ACT TC CLASSIFY HEW
QUALIFYING SKALL POWER PRODUCTICK FACILITIES AS CLASS FIVE
PRCPERTY; INCRCASING THE PERIOND OF CLASSIFICATICN FOR
PRCP=RTY USED IN THE PRODUCTICN CF GASOHCL; AMENDING SECTION

15-6-135y MCA.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATF OF MCNTANA:
Section ls Section 15-6-135y MCAy is amended tc recd:
"15-6-135. Class five property =-- description -

taxabla percentages {1) Class five property incluces:

(2) all gproperty used and omned by ccogerative rurzl
electrical and cocperative rural telephene zssociztions
organized under the laws cf Moptanay except property cwned
by cocperative organizations described in subsection {1)(c)
of 15-6-137;

(b) =air and water pollution centrel eguipment a5
defined in this section;

{c) truck camperss motor homess 2nd campinc and travel
trailerss including fifth-wheel trailerss owned by and

actually used prisarily ty a perscn &0 years of ace cr older

who:
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(i} is retired from fult employments 2and

(i} whose total income frop a1l gources is not more
than $T+000 for 2 single person or $840CC for 2 warriec
couple;

(d) new industrial property as gefinee in this
section;

{e) any personal or real property usad primarily in
the producticn of gaschol during construction end for the
first 3 § years of its cperationei

1f) _sny gersopal_ _g9r _real _property _used _jipn 2 _Dew
qualifying.  s&xall _gower oreducticn faciliiys as_ defined in
this sections curing copstrucxiop_and for the first 5 years
of operations

(2) (=) "WAir and water pollution egquipment™ weans
facititiess wgachinerys or equiprent wuwsed +to reduce or
control  watar or strospheric pelluticn or eccnteminaticn by
rerovings reducinos alteringy cispesinge or stering
poliutantse, contaminantse wastesSs or heste The degartment of
health and snvironmental sciences skall acetermine if such
utilization is teing made.

(b} The cepartment®s determination [as to air
pcllution equigment] ray be appealed to the boara of health
and environmental sciences anc ray not be appealed te either
a county tax appesl board or the state tax appe2l beoarde

HcWevere the appreised value of the equipment as deterwined
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by the depariment of revenue may be aprpealed to the county
tax appeal boerd ana the state tax apreal bcardas

{3) "New industrial property®™ reans any new industrial
plantsy including Tlande buildingsy machinerys anc fixtures,
used bty new industries during the first 3 vyaers cf their
operatione The prcperty g2y nct have been ass2ssed within
the statz cf Montana prior toc July 1y 1561

{4} {a) "New industry™ meens any persons corporgtiony
firmy partnership, essociationy or othar group that
establishes 3 new plant in Montena for the operction cf a
rew industrial endeavors =2s distinoguished frcr a rmere
expansions reorganizations or werger of an existing
industry.

[b) New industry includes only those industries thats

(i) manufacturey millse winey preducey processsy or
fabricate materials;

(i) do similar works 2mplcoying capital anc labors in
which materials unserviceable in thz2ir natursl state are
extracteds processeds or wade fit for wuse cr cre
substantially altered or treated so as tc creats cowrmerciel
products or materisls; or

(iii) engage in the rechanical or cherical
transformation of materials or substances intc new products
tn  the manner defined as manufacturing in the 1972 Standsro

Industrial Classification Kanusl prepared by +the Unitec
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States office cf management and budget.

(5) XNew industrial property does not include:

(3} orcperty used hy retsil or wholaszle merchantss
commarcial services cf any types soriculturey tradess or
professionsi

(b) a plant that wWwill create adverse Iimnact on
existing ststey ccuntys or muricipel services; cor

(c) property used or employed in any industrial plant
that has been iIn cperatien in this statz: far 2 years or
lcngars

L83 __Qualifying swmsll power proguction focilify® gzgaocs
a facility. thats

{a)_.produces electricity by _the uses. as_ .2 primery
epergy . sources._of _biomssss wWastes Maters gther reaewgble
resguicess gr_gny sombinatiop of those souecesi

fbi__bas_ a_power productign. cagacity _ihats Xogsiber
with —any _ciber facilities Joceted 3t the same sites is_pst
gregier.than EQ.meggwattsi

4c) is cowned Ly a person oot aprizdrily. sogagec in._ ibe
geperstion or sale of electricityi dnd

{4} 1s___consiructed.  _or.__reconstructed _afier _[the
affective date of this act)s provided that classificatiop =s
class_five Droperty .does not . decrease _the propertiy tax
assessment below the assessmpent ss _of [the effective date of
this actl.
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STATE OF MONTANA
REauEsT No, _111-81

FISCAL NOTE
Furin BD-15

In compliance with a written request received January 19 , 1981 , there is hereby submitted a Fiscal Note
SB 140

for pursuant to ' Title b, Chapter 4, Part 2 of the Montana Caode Annotated (MCA).
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 proposal places small pcwer production facilities in class five (3%) for property
tax purposes. It also extends the time which gasohol plants are in class five from three
- to five years. At present there is no property in Montana classified under Section
15-6-135 (1)(e) so the change fram three to five years will not result in any loss

in revenue in the 82-83 biennium.

Since section 15-6-135 (1){(d) holds the assessed value of small power producticn
facilities at their level as of the effective data of this proposal there will be
no decrease in existing tax revenue to local govermments.

It is not known how many gaschol plants or small power production facilities may be
built during the next few years so it is impossible to give an estimate of how much
revenue local governments would have to forego in the future if the proposal becomes
law. In any event, value will be added to local tax bases by such construction;
however, it will not be added at quite as rapid a rate as it would under present law.

LONG RANGE IMPACT
The effect of lowering the property tax on small power production facilities will be to
shift the burden from the consumers of power to the local property taxpayer who lives
near the facility. If the facilities are taxed at higher rates, such additional costs
will be assessed to the energy consumer through the Public Service Commissioners rate
making structure.

Do,

BUDGET DIRECTQOR
Office 7f Budget and Proggyw Planning

PREPARED BY THE DEPARTMENT OF REVENUE

.1 -

Date:
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Approved by Committee
on Natural Resources

SENATE BILL NO. 140
INTRODUCED BY OOUVERy Me ANDERSON, HAFFERMANs THOMAS

BY REQUEST OF THE ENVIRONMENTAL QUALITY COUNCTL

A 5ILLt FOR AN ACT ENTITLED: “AN ACT TO CiaSSIFY NEW
QUALIFYING SMALL  POWER PRODUCTION FACILITIES AS {LASS FIVE
PROPERTY: IHCREASING THE PERIOD GF CLASSIFICATION FGR
PRUPERTY USEyL IN THE PRODUCTION OF GASOHOL; AMENDING SECTION

15-6-13%+ MCA."

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

taxable percentages {l) Class five praoperty includes:

{a) 311 property used and owned Dy cooperative rural
electrical and cooperative rural telephone associations
organized wunder the laws of Montanas except property owned
by cooprrative organizations described in subsection ({1](c)
of 15-6-137;

{b) air and water poltlution control equipment as
detined in this sectionig

[€) +truck camperse motor homess and camping ana travel
treilerss including fifth-wheel +trailerss owWned by and
actually used primarily by a person 60 years of age or older

who:
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(i) is retired from full employment; andg

{ii) whaose total income from all sources is not more
than $7.000 for a single person or $8,000 for a married
couple;

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

(e) any personal or real property used primarily in
the proacuction of qgasohol during constructijon and for the
first 3 5 years of its operationsj

{f1__any perscnal_ _or _real__property used_ in  4__new

gualifying smali_ power production facilikys as defined in

this_sections during construction and for the first 5% years

of operatign.

{2) {a) ™Air and water pollution egquipment™ means
facilitiessy machinerye or equipment used to reduce or
control  water or atmospheric pollution or contamination by
removings reducings alterings disposings or storing
poliutantsy contaminantsy wastesy or heate The department of
health and environmental sciences shall datermine if such
utilization is being made.

{b) he department's determination [as to air
pollution equipment] may be appealed to the hoard of health
and environmental sciences and may not be appealed to either

a county tax appeal beoard or the state tax appeal boarde

Howevers the appraised vslue of the eguipment as determined

-2~ 5% 140
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by the department of revenue may be appealed to the county
tax appeal board'and the state tax appeal boarde

{3) *“New industrial property” medns any new industrial
planty including lande buildingsy machinerys and fixcuresy
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 ls 194&1.

{4) (&) "New industry™ means any persons corporations
firms partnershipe 3dssociations or other agroup that
establishes a new plant in Montana for the operation of =2
new  industrial endeavors as distinguished from a mere
€xpansiony reorganizations or merger of an existing
industrye.

{b) New industry includes only those industries that:

(i) manufactures willsy miney produces processs or
fabricate materials;

{ii) do similar works, employing capital! and labore in
which mater:als unserviceable in their natural state are
extracteds processeaeds or made Fit for wuse or are
substantially altered or treated so as to create commercial
products or materials; or

{iit) engage in the mechanical or chemicaf
transformation of materials or substances into new products
1n  the manner defined as manufacturing in the 1972 Standard

Industrial Classification Manual prepared by the United

-3- 58 140
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Staotes office of menagement and budget.

{5) New industrial property does not include:?

{3) property wused by retail or wholesale merchontse
commercial services of any typer agricultures tratess or
professionss

{by a plant that will create adverse impact on
existing states countyey Or municipal services; or

{c} property used or employed in any industrial plant
thet has been in operation ir this state for 3 years or
longera

{6} __"Qualifyiny small power production facility™ means

a facility that:

{3)_ produces electricity by the__uses a5 __a primary

ener gy sgurces  oFf bicmasse wastes _waters HWIND» other

renewable resourcess: or any combination_of those sourcas;

(0} has o power production capacity NOT GAREATER _THAN

50 _MEGAWATTYS thats _together with_ ony other facilities

located at the same_sites is_not _greater_than &60__megawatts;

{c] _is__owned by a persopn not primarily enygaged in_the

Jeneration or sale of electricaity: and

{d) is__constructed or reconstructed after [ the

effective date of this actly provided that_classification_as

class five property does naot decrease _the _praoperty tax

assessment below the _assessment as of [the effective date ofF

this_actl.

g SB 140
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SENATE BILL NOe 140
INTRODUCED BY DUVERsy Ma ANDERSOMs HAFFERMANe THOMAS

GY REQUEST OF THE ENVIRONMENTAL QUALITY CLOUNCIL

A BILL FOR AN ACT ENTITLED: "AN  ACT TD CLASSIFY NEW
QUALIFYING SMALL POWER PRODUCTION FACTLITIES AS CLASS FIVE
PROPERTY; [INCREASING THE PERICD OF CLASSIFICATION FGR
PROPERTY USEY IN THE PRODUCTION OF GASOHOL; aMENDING SECTION

195-6-135s MCA."

BE IT EMACTED BY THF LEGISLATURE OF THE STAT: (OF MONTAMNA:
Section l. Section 15-6-135y MCAs is amended to read:
%15+6-13%. UClass five property -—- description -

taxable percentages. {l) Class five property includes:

{a) al} property wused and owned by cooperative rural
electrical and cogeperative rural telephone associations
organized wunder the laws of Montanas except property Owned
by cooperative organizations described in subsection {l)[c)
of 15-6-137;

{b) air and water pallution control eqguipmant as
defined in this sectioni

(€) truck campersy motor homess and camping and travel
trailerss including fifth-wheel +trailerss owned by and

actually used primirily by @ person &0 years of age ar older

who
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(1} 15 retired from fFull amployment: and

(11} whosa total income from all sources is not more
than $7.000 for a single person or $8+000 for a married
couple;

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

(e) any personal or real property used primarily in
the production of gasohol during construction and for the
first 3 5 years of its operaticnw}

{f} _any personal or_ real property _used _in_ o new

gualifying small_ power production_facilitys as_defined in

this _sectiony during construction and_for the first 5 years

of operdtions

[2) {a) ™Air and water polilution equipment™ means
facilitiess machinerys or equipment wused to reduce or
control  water ar atmospheric pollution or contamination by
removings reducings alterings disposingey or storing
pollutantss contsMinantse wastess or heat. The department of
health and environmental sciences shall determine if such
utilization is being made.

(L} F'ha department®s determinat ion {as to air
pollution eyqutpment] may be appealed to the hoard of health
and environments) sciences and may not be appealed te either
A county tax appeal board or the state tax  appeal boardes

Howevers the appraised value of the equipment as determined

-2- 5% 140
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by the depart®ent of revenue may be appealed to the county
tax appeal board and the state tax appeal! btoarde

(3) ™New industrial property" means any new industrial
plantsy including lands buildingse machinerys and fixturess
used by new industries during the first 3 years of their
operations The property may not have been assessed within
the state of Montana prior to July l» 19561,

{4} (6) "New industry" means any persons corporations
firms partnerships associations or other qgroup that
establishes a new plant in Montana for the operation of a
new industrial endeavors as distinguished from a wmere
expansions reorqganizations of merger of an existing
industry.

{b) New industry includes only those industries that:

{t) manufacturey mills mines produces processs or
fabricate materials;

(it) do similar waorks employing capital and labors in
which materials unserviceable in their nostural state are
extracteds processeds or made fit for use or are
substantially asltered or treated so as to creace commarcial
products or materials; or

{1ii) engage in the mechanical or chamical
transformacion of materials or substances into new products
in  the manner defined as manufacturing in the 1972 Standard

[ndustria? Classificatien Manual prepared -bhy the United

-3~ st 140
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States office of management and budget.

{5} MNew industrial property does not include:

{a) property used by retarl or wholesale merchantse
cammercial services of any typer ayriculture, trasese Or
professions;

{b) a plant that will create adverse impact on
extsting states, countyy Or municipal servicesi or

{c} property used or emplayed 1n any industrial plant
that has been in operation in this state for 3 yeurs or
longearas

{6)_ _"Qualifyiny small power production facility™ means

a_facility that:

{e) produces electricity by the _usey a5 __a__primary

energy sources of _biomasSe _wastes waters WINOs other

renewable resourcesy or _2ny combination _of those _sources)

50 _HEGAWATTS thate _together wikth_ _any other__facilitizs

located at the same sitey is_not _gregter than B0 _megawatts;

{c)__is__owned by a_person not_primarily engaged in_the

qenecatijion_or sale of electricityi and

{d)__i5_ constructed _or reconstructed after __ _[the

five _property does _not _decrease _the property tax

assessment _below the assessment as_of _[the effective date of

-4 58 140
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+6+(7) Class five property 15 taxed at 3% of its
mar ket value."

-End~
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