
January 26, 1981 

January 30, 1981 

March 25, 1981 

March 28, lt81 

March 30, 1981 

Apdl 1, 1981 

April 2, 1981 

April 3, 1981 

April 4, 1981 

April 17, 1981 

April ll, 1981 

SENATE BILL NO. 283 

INTRODUCED BY BLLIOTT 

IN 'l'HB SINA'l'l 

Introduced and referred to 
C011mittee on Taxation. 

Fiscal note requested. 

F1eoa1 note returned. 

COMmittee recommend bill do 
pass as amended, Report adopted. 

on motion taken from Committee 
on Bills and Journals and 
rereferred to committee on 
Taxation. Motion adopted. 

Committee recoamend bill do 
pass ae amended. Report adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do paea. 

Correctly engrossed. 

Third reading, passed.. Ayee, 
431 Noes, s. Transmitted to 
Houn, 

IN '1'81 BOUSB 

Introduced and referred to 
Coaaittee on Taxation. 

Committee recomaend bill be 
concurred in. Report adopted. 

Second reading, concurred in ae 
aMndedo 



April 21, 1981 

AprU 22, 1981 

on lllOtion rulea auapended and 
bill placed on tbird read1nq 
tbia dey. 

Tbird reading, concurred in 
aa aaended. Ayea, 89' Noea, s. 

IN 'l'lll SSNATB 

Returned from Bouae with 
uendunte. 

Second reading, amendments 
concurred in. 

on motion rulea auapended. Bill 
placed on calendar for third 
reading tbia day. 

Third reading, aaendmenta con
curred in. Ayea, 44J Noea, o. 
Sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED BY ----

A BILL FOR AN ACT ENTITLED: RAN ACT TO EXEMPT BUSINESS 

INVENTORIES FROM TAXATION; AMENDI~G SECTIONS 15-6-136• 

15-6-202, 15-3-104., AtolD 15-24-301, r1CA; AND REPEALING 

SECTIONS 15-24-402 ANO 15-24-403• MCA.w 

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

Se~tion 1. Section 15-6-136, ~CA• is amended to read: 

•15-6-136. Class six property description 

taxable per~entage. (1) Class six property Includes+ 

tet--h~~+nes~--+"ven~e~+es--e~-def~ee-Tn-~h+s-5ee~+oft* 

fbt all unprocessed agricultural products on the farm 

or in storage except: 

t+iial all perishable fruits and vegetables in farm 

storage and owned by the producer; and 

t++tibl livestock and poultry and the unprocessed 

products of both• 

t~t--•&~5+ne~s-Tn¥en~~~e~•-+ne+H~s-~eee~-TA~~ndee-fcr 

se+e--e~--+eese--+n--the-~dTnery-ee~P~e-e~-e~~ifte~§-~ftri-re• 

meter~~-end-werk-+~-p~o~~e~s-w+~h-re~pect-to--~~eh--~eeos~ 

ti~+nes~--+ft•e~~e¥Te~--de-fte~+ne+~d~-~ood~-+ee~ed-o~-reftte~ 

or-moh++e-home~-he+e-ey-e-dee+er-er-d+~~~+b~~eP-e~--per~--ef 

h+~---stoek---Tn---~raee.---~he--merMet--ve+~e--ef--bn~+ne~~ 
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u: 2357/01 

+ftventer+esy-for-9roper~y-~ax-p~rpesesy-+s-~fte-eos~--~e--t~e 

p~r~on-~ubjeet-~o-~~e-+nven~ory~ax• 

t3t1li Class six property is taxed at 4% of Its market 

value.• 

Section 2. Section 15-6-202t HCA 9 is amended to read: 

•!5-6-202. Freeport merchandise 

jnyeotorj~ exemption. (1) Freeport merchandise +~ UQd 

Qusi~ss jnyen~_a~ exempt from taKation. 

(2) Freeport merchandise means those stocks of 

merchandise manufactured or produced outside this state 

which are in transit through this state and consigned to a 

W3rehouse or other storage facility, public or private, 

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 assembled, bound 9 joined, processed, disassembled, 

divided, cut, broken in bulk 7 relabeled, or repackaged. 

(4) Any person or other group seeking to qualify its 

property for inclusion in ~+s the freeport _weLkban~ 

class shall make application to the department of revenue in 

such manner or form as may be required by the de;Jartment. 

iil--!~U~in~~~D~~~~-~QQ~jntended fg~ 

~e __ QL-~--ln__t~~LfiRL¥~U~_Qf_Q~jaess and-Ca. 

-2-
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llliil:t~_;uuL•u:u:IL.in._uuu:.r..e.u-ltl;tll.-.L.Wi=~.w!;b QUod s. 

By s j n es L_iJlltil!ll;Jl.ti.es _ _gg_Oll:t-lru;1wl.e->Uill.I1:Ll.eil.lil!ii-'IL.Lilil:til<l 

gr mobjle homes bel~~a]er or djstributor ~--Qac±__Q{ 

bla_stock iD-tLaae&• 

Section 3. Section 15-8-104• MCA, is amended to read: 

"15-8-104. Department 

penalty for underreporting 

department. (1) When in the 

~udit of taxable value 

costs of audit paid 

judq.ent of the director 

by 

of 

revenue it is necessary, audits may be made for the purpose 

of d~termining the taxable value of net proceeds of mines 

and oil and gas wellsy-bas+~e~-+nyenter+e~y and all other 

types of property subject to ad valorem taxation. 

t~t--~he-~~eb+e-Ye+~o~-eny-an~~e~or~ed-por~+en--o~ 

any-basiness-+ftv~ory-~ounft-e~-8-resu~~-o~-en-eud+t-~c-hftYe 

&een-anderrepe~ed-by-~he-owfter-~fte~+-be-+ftere~ed-by-~S--e' 

~-~eft~~-~~-uftd~~er~Tftg. 

t~t--fhe-~5--pe"e+~y-.ey-~e-w&i•ed-by-~he-d~e~~e~-+~ 

reeseneb+e--eeu~e-~er-~e++ure~e-r~er~-~he-~~a+-ve~ue-e~-e 

bus+ne~s-+ftY~cry-+s-prev+ded-~-~e-d~~eP~Meft~• 

t~till The cost of the audit shall be paid 

departuent•• 

by the 

Secti-on 4• Section 15-24-301• MCA~ is amended to read: 

•15-2~-301. Personal property brought into the state 

assessment -- exceptions -- custom combine equipment. (1) 

Prop~rty in the following cases is subject to taxation and 

-3-
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assessment for all taxes levied that year in the cour.~y in 

which it is located: 

(a) any personal property (including livestock) 

brouyht~ driven, or coming into this stat~ at any ti~e 

during the year that is used in the state for hire• 

compensation, or profit; 

(D) property whose owner o~ user is engaged in gainful 

occupation or business enterprise in the state; or 

(c) property which co11es to rest and becomes a pdrt of 

the general property of the state. 

(l) The taxes on this prop~rty are levied in the same 

manner and to the same extent. except as otherwise provided, 

as though the property had been in the county on the regular 

assessment date. provided that the property has not bean 

regularly assessed for the year in some other county ot tne 

state. 

(3) Nothing in this section shall be construed to levy 

a tax against a merchant or dealer within this state on 

goods, wares, or merchandise brought into the county to 

repl~nish the stock o~ the merchant or dealer ~n-eed+~+eft-~ 

the-~ftx-+eYfed-age+~-the-+n•en~ary--eT--se+d--mepehen~--or 

dee+er-eft-~he-regufer-esse~"~d~e. 

(4) This section does not apply to any •otor vehicle 

brou9ht, driven, or coming into thiS state by any 

nonresident person te~porarily employed in Montana for a 

-4-
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l period not exceeding 90 days if the MOtor vehicle is used 

2 exclusively for transportation of such person. 

3 (5) Agricultural harvesting machinery classified under 

4 class eight, licensed in other states, and operated on the 

5 lands of persons other than the owner of the machinery under 

6 contracts for hire shall be subject to a fee in lieu of 

1 taxation of $35 per machine for a 60-day period. The 

8 machines shall be subject to taxation under class eight only 

9 if they are sold in Montana.• 

10 Section s. Repealer. Sections 15-24-402 and 15-24-403• 

11 MCAt ar~ repealed. 

12 Section 6. Applicability. This act applies to taxable 

13 years beginning after Dece~ber 3lt 1981. 

-End-

-5- SB ~Z3 



STATE OF MONTANA 
REQUEST NO. _n;:_~8L_ 

FISCAL NOTE 
Form HlJ-15 

In compliance with a written request received laxmary 21 , 19 ...8J.__, there is hereby submitted a Fiscal Note 

for. SENATE BILL 283 pursuant to •Title 5, Chapter 4, Part 2 of the Montana Code 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 

An act to exempt business inventories from taxation. 

ASSUMPTIONS 

1. Proposed legislation is effective for tax year 1982 - no fiscal impact for FY 82. 
2. Tax Year 1980 - Taxable value of business inventories - $33,025,511. 
3. Taxable value of business inventories tax year 1982 - at least $33,000,000. Fiscal 

Impact - FY 83. 
4. University Levy - 6 mills. 
5. Average statewide levy - 220 mills. 
6. Fiscal note relates only to the exemption of business inventories fron property 

taxation. 

FISCAL IMPACT 
University Levy 

Under current law 
Under proposed law 
Estimated Decrease 

EFFECT ON LOCAL GOVERNMENT 

'FY 82 

NO EFFECT 

FY 83 
$198,000 

0 
($198,000) 

The pr~posed legislation should decrease revenues to local governments on a statewide 
basis by at least $7,260,000 per year. 

LONG RANGE EFFECTS 

The proposed legislation should decrease revenues from the university levy by at least 
$198,000 per year. Local governments should lose at least $7,260,000 in each 
subsequent fiscal year. 

PREPARED BY THE DEPARTMENT OF REVENUE 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: J - l.. 'j- X l 
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SENATE Bill NO. 283 

A:>rroved by Committee 
on Tax•tion 

INTRODUCED BY ElLIOTT 

A BILl FOR AN ACT ENTITlED: "AN ACT TO EXEMPT BU~INESS 

INVENTORIES FROM TAXATION; AMENDING SECTIONS 15-6-136, 

15-b-202, 15-6-104, AND 15-24-301• MCA; AND REPEALING 

SECTIONS 15-24-402 AND 15-24-403, HCA.• 

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

Section 1. Section 15-6-1369 MC.A9 i!i. a.-ended to read: 

•t5-6-136. Class six property deser-t ption 

~axable percentage. (1) Class six property includes+ 

tet--ba-sTne~--TtweM'et""te"'J- -es:-de'fi-fte'd-'i'n-~M"S-seei:TOM 

tht all -unprocessed agricultural products· on the far111 

or in storage except: 

t+t~ all perishable fruits and vegetables in far• 

storage and owned by the producer; and 

t+~t12l livestock and poultry and the unprocessed 

products of both. 

tit--•s~sifte~-inve~r+~•-+ne~~-g~+~d-~ 

~~e--or--4ee$e--~n--~~-ord+nery-c~~-~-has+~~-ene-~w 

·~~~~~~-end~k-+ft-p~e~~wtth-~~~-~-~~-ge~~ 

s~+fte~~--.nyen~or~es--de-n~-~fte~d·-~_.ee.ed-or-ren~ed 

~-~eh*+e-~-~d-ey-e-dee~-or-dTst~bu~-es--pert--o~ 

~-r~---~~--~n---~~~---fhe--.a~~e~--va+~-~-~~ine~~ 
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~~"~+e~•-fer-~ep~~y-te~rpe~~y-~s-~e-e~--to--~he 

persen-~~~ee~-~~~e-+n~~o~-tex• 

t3t111 Class six proper~y is taxed at 4~ of its .arket 

value." 

Section z. Section 15-6-2029 M.CA• is aa.ended t.o read: 

"15-6-202. freeport -rchandise ~-- busi~ 

inv~!!t:o.r.ies exe.nption. ( 1) F,-eeport ~~erchandise H ~ 

busi!!~~~-in~~~ies ar~ exe•pt fro• taxation. 

(2) Freeport •erchandise means t.hose stocks of 

merchandise .anufactu~ed or produced outside this state 

which are in transi.t through thi.s st.ate and cons6gned1 to a 

~arehouse or other storage facility, public or private 9 

within this state for storage in transit prior ~o shipment 

to a final destination outside the state and Mhich have 

acquir-ed a taxable situs within the state. 

(3) Stock~ of merchandise do not lo~e their Stdtus as 

freeport merchandise because while in the storage facility 

they are assembled. bound. joined. processed. d&sasse~led9 

divided• cut. broken in bulk• relabeled~ or repackaged. 

(4) Any person or other group seeking to qudlify its 

property for inclusion in ~~~ !h~!~!22!! __ ~rchandise 

class shall make application to the department of revenue in 

such ~anner or form as may be required by the depart•ent. 

!ll__!~usi ness j_~!rt.Qr. i es• _iQc I u~_Lg_oods l.O:t~nde!!-f.!!!: 

sale __ g~--!~~--ln--lb!~~~~~~~-2f_business and_~ 

-2- SB Z83 
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SB 0283/02 

~at~!.~l~g~_2rk_i!L.Q!.OQre~~ith [!'~P!£L~-~-9.Qods. 

8usiness __ l!J~!2r i es_!!2_!!,2t i n£ll!QL..92.2S!Llli~ed or rented 

2L.!!2!2i!.!_h.Q•es_he 1 d-.l!l:_ a de a 1 er-2L~i!!r i bu!.Qr-.@.L--2~!--2.! 

h i s _.ll.Q~.Ll!!~~. 

Section 3,. Section 15-8-101.. HC.A .. is atnended to read: 

"15-8-10~. Oepart~nt audl~ of t~xable value 

penalty for underreporting -- costs of audit paad by 

departMent. (1) When in the judgment of the director of 

revenue it is necessary, audits ~Y be made for the purpose 

of determining the taxable value of net proceeds of mines 

and oil and gas wellsy-~~~+ne~~ftYeft~&r+~~Y and a11 other 

types of property subject to ad valorem taxation. 

~t-~fte-te~eb~e-ve~~-~-eny-~n~~~~~~ee-pe~~~~"--o~ 

e"y-bu~+"e~~-~~e~ory-#~d-&S-e-re§~~~-8+-eft-a~d+~-~e-haye 

~~n-u~e¥¥@~ft?~ed-by-tfte-ew"~-~ha~~-be-tne~ea~ed-hy-e~l-as 

~-~~e~~y-#er-~nde~repo~~+ft~w 

f3t--fhe~s•-~~~y-eeT-be-we~Yed-hy-the-de~d~~"~-~f 

~~onab+e--eeu~e-~or-+e+~~e-~o-re~er~-~~-~et~~-va~e-oF-e 

~*"~~-+ftve~~T-+3-p~ew+ded-~e-~he-depart~tw 

t~i£1 The cost of the audit shall be paid 

depart.ent.• 

by the 

Sec~ion ~. Section 15-2~-301• MCA• &s a~nded to read: 

•t5-Z4-301. Personal property brouyht into the state 

assessment-- exceptions-- custom combine equipMent. (1) 

Property in the following cases is subject to taxation and 

-3- SB 283 
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assessMent for all taxes levied that yea~ in the count~ in 

which it is located: 

(a) any personal property (including l i vest.ockJ 

brought• driven. or co•in9 into this state at any ti.e 

during the year that is used an the state for hi~e. 

compensation• or profit; 

(b) property whose owner or use~ is engaged ln gainful 

occupation or business enterprise in the state; or 

(c) property which co•es to rest and becomes a part of 

the general property of the stdte. 

{l) The taxes on this property are levied in the sa.e 

manner and to the Sd~e extent• except as otherwi~e provided, 

as though the property had been in the county on the regular 

asse5s.ent date•,provided that the property has not been 

rPgulorly assessed for the year in some other county of the 

state. 

(3) Nothinq in this sectaon shall be construed to levy 

a tax against a merchant or dealer witflin this stat~ on 

yoods• wares. or merchandise brought into the county to 

replenish the stock of the merchant or dealer in-eddtt~on-to 

~~-ta~-+evfed-ege~n~t-~he-tnven~~~--e•--~etd--Mereheftt--or 

dee+e~-en-~he-r@~~e~-e~~~~een~-68~@. 

(4) This section does not apply to any motur vehicle 

brought. driven. or co•ang into this state by any 

nonresident person temporarily employed in Hontana for a 

-4- 56 283 
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period not exceeding 90 day~ if the moto~ vehicle IS used 

exclusively for transportation of such person. 

(5) Agricu1tural harvesting machinery classified under 

cla5~ eaght• licensed in other states. and operated on the 

lands of persons other than the owner of the machinery under 

contracts for hire sha11 be subject to a fee in lieu of 

ta~otion of S35 per machine for a 60-day period. The 

machines shalt be subject to taxation under cldss eight only 

if they are sold in Montana." 

SE~!!Q~~--CO~Dl~~!!Q~~STR~~QN. SENATE BI~L-~~ 

!NT~~OU~EQ_-~_THE _47l~EGIS~~RE, REMOVES ~IVESlOCKr 

fOUl, TRY .._AND_ THL!J!!!f~OC.§SS];!L!:~!!QOUC!_S _QL.JlDTH _ _fROI'I ~~AS~ 

~EV.§!!_~!!Q__fLAC ];i_!!:!!:;.!!_!~!ll_ SIX EQ!L~_!:!!QSE~_Qf_fRO PE RTY 

TAX!!!Q~~!E~~AT);_~!!,J,~-~PASSEO AND APPROVEDr THEN 

SECT~ __ L_QL THI_L!U-!1...!0 BE_B];fj,ACED WITH THE FOLLOWING 

gC!lON: 

~ECTION h-~~!!QN 15-6-13~!!~LIS A~QEO TQ_!iEAD.:_ 

NIS-6-136. Class six pt"operty description 

19 taxable percentage. (1) Class six property includes: 

20 (a) bts~ffole~"S~-i-"Y'e'"tof' 'i"4!-s--e~-f-rned--'i-ft-~hi1--"S~e-et:-t&n 

21 !iY~~£~--~~~oult£X-2~~ae£2Cessed prod~cts of ~~~ 

22 (bl all unprocessed agricultural products on the farm 

23 or in storage except•.! 

Z4 ttt all perishable fruits and vegetables an far~ 

Z5 storage and owned by the producert-flnd 

-5- Sil 263 
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tiit--~ ... we~~ec---end--poa+~ry---end---the---un~oce~~ed 

p•ed~e~~-e~-~~. 

t~t--•8~fte§"S~-+ft¥e~r~es•-+ne~s-geeG~-•~eftdeft-,eP 

~e+e--o~--+e~--+n--~he-er~fte~y-ee~~e-~-~~*fte~~end-rew 

•~e·~~-eftd-•e~k-+~e~e~~-+~-~~~~-~e--~efl--~e&esw 

Su~-..~~s--~nvento~fes--do-not-.n~de-~e&ds-+e~~1!d-er-re~~d 

~-M&bf+e-ho~-h~d-~y-e-dee+er-~-p~~--e._-ft~~--~teek--Tn 

~rade•---~fte--me~~@~--~ft~--&~--&u~+fte~5--*nwen~orfe~--~or 

p~o~e~~y-~e~-purp~e~•-+~-~h~-ee~-~0-the-per~oft-~Ghjee*--~o 

~he-T"•~~ery-~e•• 

t~t1ll Class six property Is taxed at ~% of its mdrket 

value.• 

Section b. Repealer. Sections lS-24-402 3nd 15-Z4-403w 

HCA• are repealed. 

Section 7. Applicability. Thas act applaes to tdxdble 

years beginning after Oece~ber ll• 1981. 

-End-

-6- 58 Z83 
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SENATE Bill NO• 283 

INTRODUCED BY ElliOTT 

A BILL FOR AN ACT ENTITLED: •AN ACT TO EXEMPT 

SECTIONS INVENTORIES FROM TAXATION; AMENDING 

!5-6-202• 15-8-104• AND 15-24-301• 

SECTIONS 15-24-402 AND 15-24-403• MCA.• 

MCA; AND 

BUSINESS 

15-6-136. 

REPEALING 

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

Sect.ion l. Section 15-6-1369 HCA. is at~~ended to read: 

•15-b-136. Class six property -- description 

taxabl@ percentage. (1) (lass six property includes• 

f3t--bu~iftess--~nwe~r+e~-~-6ef*fte~ft-~ft+~-~ee~T~ 

fht all unprocessed agricultural products on the far• 

or in storage except: 

t-i-t~ all perishable fruits and veget.abtes in fanlt 

storage and owned by the producer; and 

t+t-till J i vestock and poul tf y and the unprocessed 

products of both. 

t~t--•&Msiftes~-~ftVe~•+e§•-+fte~~-g~-+~ded-~or 

~~~--~--+ee9e--~--~-~dTftary-e~~-&f-be$+~~-8ftd~a• 

m~@~~+~-eftft-we~+ft-p~~e'~~~pee*-t~-§~ft-~e~~ 

8~~+n@~-~nweft~o~t•s--6e-n~~ne .. ~e~-•eeeed-or-~ented 

or-•ob•+e-ftea~-~d-By-e-d~+e~~-dT~~r~O~~or-8§--psr~--o~ 

~•~---~~~k---+n---~~e~---~he--~~*et--wa+~-e#--~~fne~ 
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i~ft~+e~~-~er-~oper~y-*e~p.~pes~y-+s--~~e~--~--~ 

per~on-subjee~-te-~he-+n.en~~~~ 

t~tlll CldSS six property is taxed at ~* of its ~rket 

value.• 

Section z. Section 15-6-202• MC.A. is- a.-ended to read: 

"15-6-202. Freeport N'rchandise ~----~i~ 

in~~~!2~ies exemption. (1) Freeport .aerchandise Hand 

busi~~~~-in~~~i!~~~ exe~t fro• taxation. 

(2) Freeport •erchandise .eans those stoc"s of 

merchandise ~nufactured or produced outside this state 

111hi ch are in transit throu9h t:hi s state and c.ons iqned to a 

warehouse or oth@r storage facilitY• public or private• 

within this state for storage in ~ransit prior to ship~nt 

~o a final destination outside the state and ~ich have 

acquired a ~axable si~us within the state. 

(J) Stocks of ~erchandise do not Jose their status as 

freeport •e~c.handise because while in the storage facility 

they are asse~led. boundw joined• processed. disasseMbled• 

divided• cut, broken in bulk• relabeled. or repackaged. 

(4) Any person or other group seeking to qualify its 

property for inclusion in ~-+-~ !h!.-!!.§~2!.1 .aercha!!di~ 

class shall make application to the departMent of revenue in 

such manner or form as may be required by the department. 

1~l__!_2usin!tll_inv~ntor ies• includes aogds in~!!~!! for 

~a l g __ Q.! __ l e~ __ i!!__!t!~--2!~ i nar L~.2~~-2L~ine SS-£!~-~ 
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~@!:~!l!!!~~-!!9~-l!LQ!~!.!-!!l!!!_!.!iUS..L!1L_!.!!£!L_gg~ 

~!n!!!--10~!2~~~~t include goodt leased or ~~~ 

!!L!!obil!U!!!!!!.L~!Ll!.L.~aler ..!!L!ti.Utlbutor ~~_!![ 

hi S_.!~U!L!.!.!!~· 

Sect ion 3. Section 15-8-104, MC.A, is amended to read: 

"15-8-l~. Oepartaent audit of taxable value 

penalty for underreporting 

depart .. nt. (1) When in the 

costs of audit paid 

judgMent of the director 

by 

of 

revenue it is necessary• audits -ay be made for the purpose 

of deter•ining the taxable value of net proceeds of mjnes 

and oil and gas wells~-~~~*nes9-~ft~er+e~• and all other 

types of propert~ subject to ad valorem taxation. 

~t--fhe~e•eB~e-•e~~-eF-efty-~ft~e~~~~-~-~~+on--of 

any-OH~~fte~~-~ve~ery-~oaftd-es-e-re~~~~~+-en-ati4*~-~e-haye 

beeft-~ftfte~e~~-~-&~~~-ow~-~ha~+-ee-*ne~ea,ee-ay-~5•-es 

~eft~~y-~o~-u"d~re~•~+ng~ 

t~t--~he-lS,-pefte~~y-•ey-be-wa*w~-ey-t~-depdrt~ft~-*+ 

ree~ene~+e--~ease-~er-~a+~~e-~o-re~~~-~-t&t~•-•a~e-~-~ 

~·~~-fft~e~ory-+§-~e~*ded-~e-~he-depa~~~~w 

~"till The cos~ of the audit shall be ~aid 

depart~nt.• 

by the 

Section 4. Sec~ion 15-2~-301. MeA• is a~nded to ~ead: 

"15-24-301. Personal property brought into the state 

assessment-- exceptions-- custo• combine equip~nt. (11 

Property in the following cases is subject to taxation and 
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SB 0283/0Z 

assess~nt for all ~axes levied that yea~ in the county in 

which it is located: 

(a) any personal property (including live~tock) 

brou9ht• driven, or co•ing into this state at any tine 

during the year that IS used in the state for hire• 

co•pensation. or profit• 

(bJ property whose owner or user is engaged in gainful 

occupation or business ente~prise in the statei or 

(c) property which comes to rest and becomes a part of 

the general property of the state. 

(Z) The taxes on this property are levied in the saMe 

~anner and to the sa•e extentt except as otherNise provided. 

as though the property had been in the county on the r~9ular 

assess~nt datet provided that the pruperty has not been 

regularly assessed for the year in soee other county of the 

state. 

(3) ~othing in this section shall be construed to levy 

a taK aqainst a merchant or dealer within this state on 

goods. wares. or merchandise brought into the count• to 

replenish the stock of the Merchant or dealer in-eddtt~en-~a 

~~-~~-+ev+e~-e,e+~~~-~fte-~nweft~~--o+--~a+d--•er~~e"~--~ 

dee~er-en-~he-re~~er-e~~~~-ee~e· 

(4} This section does not apply to any motor vehicle 

brought• driven, or co•ang into this state by any 

nonresident person temporarily employed in Montana for a 

-It- Sb 283 
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period no~ exceedlnq 90 days if the motor vehic!e is used 

exclusively for transportation of such person. 

(5) Agricultural harvesting Machinery classified under 

class eiqht~ licensed in otner states, and operated on the 

1ands of per$ons other than the owner of the aachinery under 

contracts for hire shal 1 be subject to a fee in J ieu of 

taxation of S35 per ~achine for a 60-day peraoo. The 

~achines shall be subject to taxation under cldss eight only 

if they are sold in Montana.• 

SE~TIOtl~-_£QQ~DINATIQ~~STRytTION. SENATE BILL 4To 

!NT~ODU~SQ__!tt__~_i!!H LEGISLATURE, REMOVE~ LIVES!otKo 

_!'OU!, TRY,~ND_!!lLUN£~DC ESS~!L£_8QDUC!i__QL_!!OTH_ FROM ~LASS 

~EV~!!_!_!ill_.!'LAC~.L!!!!i.!Ll!!.__!;!,!~SIX FOR ~g~_!!L.!l!Q!£llY 

TAX!_!IO!!~!f~!!AT~_§ILL 47 IS PASSED ANO APPROVED, _THE~ 

SEC!!~_! __ Qf_THI~ ACT IS TO BE REfLACED WITH THE FOLLOWING 

~E(!IO"': 

~EC TJO"'_h_~~ T IO!!_ll~!a_l!l;.!.t_l.L.!~QS!L!Q READ: 

•t5-6-l36. Clas~ SiX property description 

19 taxable percentage. (1) Class six property includes: 

20 (a) bts'§ffle-'5"§-+RYf!f\-tet'+e..--as-tte.f+ftetf--+ft--t..._+-s--~eet""" 

21 !iY~~toc~-~~Qoult[~~nBL1h~ne£~cessed prodycts of ~~; 

22 (b) atl unprocessed agricultural products on the farM 

23 or in storage except•~ 

24 t+t all perishable fruits and vttget:ables in far• 

25 storage and owned by ~he producer.-aft~ 
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f+-i-t-..J+we~t~tl--efte--., ..... ~--..y---'8fttl---~--ttttpt"eee~~ 

~rodts~§-e~-~h. 

~--·B~fte~~ftY@~e~~·-tfte•eees-~-~~eftdee-~~ 

~&Je--e~--~e~--ift--*he-erd+ftery-ee~rse-84-~*ne .. ~ane-~ 

•~er+e+,-~nd-werk-i~~es,-wt~-•~pee~-to--sa~--~oodsw 

8~~•~ .... --+ft•eft~~e~--~e-n~n~de-~eees-•e~ .. ee-er-reft~ 

o~-~oe~~e-~e•es-hefd-~y-e-Se~er~-par~--ef--h+§--,toe~--*" 

t~ade•---~he--.erke~--.e~--8~-~~Tfte~~--tnwen~or+e~--~ 

~epe*~y-~s~-pHr~e~es.-ts-~~e-eo~-~o-~he-persen-~•&jeet--~ 

~he-~"•e~ory-~eK• 

t~t11l tlass six property is taxed at~~ of its •a~ket 

value.• 

Section 6. Repealer. Sections 15-Z~-~02 and lS-2~-~03• 

MCA. are repealed. 

Section 7. Applicability. This act applies to tdxable 

years beginning after December 31• 1981. 

-End-
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SENATE BILL NO. Z83 

INTRODUCED BY ELLIOTT 

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXEMPT BUSINESS 

INVENTORIES FROM TAXATION; ~~!Q~&__r~_CREQ!I1 _ _f~ 

~~i!~f~S_!~VENTQ~l~f~~!Q_PR~TO __ £~f~PTIQ~i AMENDING 

SECTIONS 15-6-136y 15-6-102, 15-8-104, AND 15-Z4-30l, MCA; 

ANO kEPEALING SECTIONS 15-24-402 AND 15-24-403, MCAi-~Q 

~ROYlQ!~~EFEEC!IVE ~~I~~·" 

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

Section 1. Section 15-6-136, MCA. is amended to read! 

"15-b-130. Cldss six property -- descriptton 

tdxable percentage. {1) Class six property includes• 

t~t--bu~~"e~~--*n~en~e~t~s--a~-d~~t"ed-t"-~~+5-~~e~teftt 

tbt all unprocessed agricultural products on the farm 

ur in storage except: 

t+t!21 all perishable fruits and vegetables in farm 

storage and ownea by the producer; and 

t++t!Ql livestock and poultry and the unprocessed 

produc~s of both. 

t2t--0Btt5f"@5~-i"ven~ori@~u-fne+tte~~-gc~~~-~nt~nded-~or 

~~l~--o~--l@e~e--~n--the-o~d~n~r~-~ottr~@-ef-bb~+n@~~-en~-~e• 

~e~er+d+~-~~d-work-in-~re~re~~-wi~fl-re~~eet-to--~~e"--~eod~, 

8~~fn~~~--+nwen+or~~3--do-not-+nelbde-good~-+e~~e~-e~-ren~ed 

2 

SB OZ83/03 

o~mo~+e-home~-held-by-a-d@a~er-or-df~~r+buter-~--pert--o~ 

~*~---~~oek---+n---tr~~eT---~he--market--wa~tie--~--bu~+~e~~ 

3 *"wentori~~-~aP-~PopePty-taw-purpo~e~T-+~-the-eo~t--to--tfte 

4 

5 

6 

7 

6 

q 

10 

11 

12 

13 

14 

15 

16 

17 

16 

19 

20 

21 

22 

23 

24 

25 

~e~~on-5ubjee~to-~he-+nventery-~aw. 

t~tl£1 Class six prope~ty is taxed at 4% of its market 

value.u 

Section 2. Section LS-6-202, MCAt is amended to ~ead: 

"15-6-202. Freeport merchandise !!Od ____ bu~i~ss 

l~Y~~t~~ies e~emption. (1) F~eeport merchandise ~~ and 

Q~~ine~2~~en~2£l~~-ar~ exempt from taxation. 

(2) Freeport merchandise means those stocks of 

merchandtse manufactured or produced outside this state 

-hlch a~e 10 transit through this state and consign~c to a 

warehouse or othe~ storage factlity• public or private' 

within this state for storage in transit prior to shipment 

to a final desttnation 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 assembl~d, bound? joined. processed, disassembled• 

dividea. cut, broken in bulk, relabeled• or repackaged. 

(4) Any person or other group seek in<) to qualify 1ts 

property for inclu~ion tn thi~ th~ __ !£~QL~--~£Shd~di~ 

cL.Jss 5hdll maKe application to the department of revenue 1n 

such manner or form as may be required by the department. 
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121 __ ~f~n~~-l~~~~toriej~~~!~~g~ggQds_int~ndeQ_fQ£ 

~~~--2!---•~~se __ i~ __ th!_ordlnar~Q~~~_Qf_~~~~~Q_r~ 

~!~!i~!!_~~Q~~rk_i~_Q£Q9£~~~~ith_~g~~!_!2 __ i~Ch _ _ggod~ 

~lness __ i~~~!2!l~~--Q2_~~!-iDC1uQ~920d~_!g~~~-2£_Lg~ 

Q[_~QQi!~Q~@s_held_~~-~Q~~!g~_Q{_di~tri~tor_~_wart _ _Qf 

bl~_2to£~n_tr~Qe." 

Sect ion 3. Section 15-8-104, MCA. is amenoed to read: 

1'1'5-B-104. Department audit of taxable value 

penalty for underreporting co~t5 of audit ~aid by 

department. (1) Wh~n in the judgment of the di..-ector of 

revenue it is necessaryt audits may be made for the purpos~ 

of determining the taxable value of net proceeds of m1ne~ 

and oil and gas wellsy-~u~T~e~~-tnve"~&~T~~• and all other 

types of property subject to ad valorem taxation. 

t~t--fhe-~~~eh~~-•e+ae-ef-~ny-u"derrepo~ted-~e~~~on--o~ 

eny-bti~fne~~-+n~en~o~y-#edn~-e~-o-resH+t-ef-eft-Otidtt-~o-hove 

beeft-Hfl6e~repor~ed-8~-~~e-ewner-~a++-ee-+nered5ed-by-~~•-e~ 

e-~e"d~~y-~e~-tinder~epert+n~• 

t~t--~~e~?--penelt~-m~~-be-"~tved-by-the-d~ortment-tf 

re~~efl~h~~-eeti~e-fo~-fo~lure-te-report-t~e-tete+-•e+oe-o~-~ 

bH~+~e1~-tn~e"te~t-+~-prev~ded-to-t"e-de~er~ftefl~• 

t~t1ll The Cost of the audit shall be paid by the 

department." 

Section 4. Section 15-24-301,. ,'1CA,. is amended to read: 

"15-24-301. P~rsonal property brought into the state 
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--assessment-- exceptions-- custom combine equipment. (l) 

Property in the followi.n9 cases is subJeCt to taxataon and 

asses-sment for all taxes levied that yea..- in the county in 

which it IS located: 

(a) any personal property (includln-=f lives.t_ock) 

brought,. driven~ or coming into thi's stat€' at any timf> 

during the year that IS used 1n the state for hart!,. 

compensation. or profit; 

(b, tJroperty whose owner or user iS engaged i.n ').:dnful 

occupation or business enterprise in the state; or 

(c) property which comes to rest and becomes a part of 

the general ~roperty of the state. 

(2) The taxes on this property are levied in the sam-e 

manner and to the same extent~ except as otherwise provided• 

as though the property had been in the county on the regular 

assessment date,. provided that the property has not been 

regularly assess.ed for the year in some other county of the 

state. 

(l) Nothing in this section shall be construed to levy 

a tax against a merchant or dealer within this stdte on 

goods.. wares~ or merchandise brouqht into the county to 

replenish the stock of the merchant or dealer +n-~68~~~en-to 

~~e-te~-+e•~eft-a~a~ft~t-tAe-tnYen~ry--e~--~eid--mer~R~ft~--er 

de~ler-en-t~e-reg~l~r-e~~e~~ment-~~te• 

(4) ThlS ~ection does not apply to any motor ~ehtcle 

-4- '"' 283 



2 

3 

4 

5 

b 

7 

B 

9 

1C 

11 

12 

13 

14 

15 

1b 

!7 

18 

19 

20 

21 

22 

23 

l4 

25 

SB Ol83/03 

brought• driven, or coMing into thi~ state by any 

nonresident person temporarily employed in ~ontana for a 

period not exceeding 90 days if the motor vehicle is used 

exclusively for transportation of such person. 

(5) Agricultural harvestang machinery classified under 

class eaght, ljcensed in other states, and operated on the 

lands of persons other than the owner of the machinery under 

contracts for hire shall be subject to a fee &n lieu of 

taxation of l35 per machine for a 60-day period. The 

machines shall be subject to taxation under class eight only 

if th~y are sold in Montana." 

~~~TIO~~-_fQQ~OI~ATIQN IN~~YCTIQ~--~EN~TE B!hb_~ 

l!IT~QOUC~_.!!L_TH_L_'!I!t!_!,EGISLATU~ll_~QYE:.L_LIVES!~~ 

PO!!U~!L~ND_!!!~ UNPROt~SSEQ PROQUtTS _Qf__!!Q!t!_ FRO!!__£LASS 

~~l!£'!! __ !•10 PLAt ~.L THEM_!ti_c;__!,ASS _ll!_tQ!LfllRPOSE~_Q.LPROfsR TY 

TA~~TIO'!!~!t-2f'!!~l£_81L~~l-IS __ PASSEO __ ANQ_~~~ED, __ THEN 

~Ec;_!!Q'!! __ ! __ Qf_!HIS_AC!_~_!Q_~~LAC~Q_~!!!_!!!I_fOL~Q~!NG 

gQ!Q!:!!. 

~Ec;_!!Q'!!~-_2~~TI0~-!2=2:!}~c;_A,_~~HENQ~!Q __ ~cAD.;_ 

"15-6-136. Class ... property descri.pt1on 

taxable percentaye. (1) (ldss ~ix property includes: 

(a) b~~+fte~~-tnwen~e~+e~-e~-d~~+ned--~"--t"i~--see~ien 

!iY~~to£~ __ 2nQ_RQY!~r~-~nd_!n~_QDQ£Qce~~~-~rod~ct~Qf_QQ~b; 

(D) d11 unprocessed agricultural products on the farm 

or 1n storQge ex~ep~·~ 
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t-+t all perishable fruits and vegetables in farm 

storage and owned by the producer~-end 

t++t--~+we~~eeh--end--peu+try---end---tfte---~n~~eee~~ed 

p~eduet~-o+-both• 

t~t--•s~~+"e~~-tftVen~orte~·-~ne+~des-qee~-~n~ended-Fer 

s~e--e~--~ee~e--~"--the-o~d~"ery-eob~~e-o~-~+ne~~-ft"d-rew 

mate~~~~~-a"d-werk-~ft-pre~re~~--~th-res~eet-~o--§H~h--geoes~ 

8u~Tne~~--~nwentor~e~--~o-"e~-+"e~~ee-goeds-fe~~ed-or-ren~ee 

or-mee~~e-he~e~-h~e-e~-e-dedfe~-e~-per~--o#--h+~--~~~ft--~n 

ereee.---~he--•erket--va+~e--of--~u~+"e~~--+nwentor~e~~--for 

~¥e~er~y-~ft~-~rpo~~5~-t~-t~e-co~~-~e-~he-per~on-~~hjec~--t~ 

~fte-T~en~o~7-tax• 

t~tlll Class six property is taxed at 4% of its market 

\talue ... 

Section 6. Repealer. Sections 15-24-402 dnd 15-24-403• 

MCA• are repealed. 

2~~!!Q~-~-_§~~!~£2~~YENTOR!_CREQ!!~_ill_f~-!~~LE 

!EAE~--~~~!~NIN~ ___ AfTE~_QE&f~BE~_}1~_!98Q_ANQ_BEFORE J~~~ft! 

!~-!~1~-!~~!~~~LO~~Q-~~-~-~~DI!_~~!~--!~~---~~~~ 

I~PQ~E0 __ !!!_15-]Q=10]~_!i:3l=!Ql~~-3!=12~~Q_!5-]1-122 A 

~REQ!!_~Q~~!,_!Q_!!!I_~~Y~l_Qt__!!!f__BU~!NE~~---~~~ENTORY_~ 

~~!Q __ ~'!!Q~~--15=~=!1~--~r__!~--~~AYER __ IN _ _l!!~-l~XPA!ER'~ 

!~!~LE_!~~~~ 

!ll ___ l~ __ !!!f--~~~'!!! _ _!~~!__!~E--c;_REQ!!_ _ _fQ~--~~lNESS 

!~YE~IQR!___TA~---~i~OwsQ__!~_-2U8~~~!!Q~_1!l __ EX~sEuS _ _!!!s 
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TAX£!!~~~~-}AX_h~Qlh!!!-EQE_!~f TAX~kf_!~~!-!tll__TA~f~YE~ 

l ~HA~~-~ECs!Y£ __ FRu~-!~£~!~!f~_!~~-~Ef~~Q_~!HE AMDQ~!_QE 

3 !~E-E!~£~~_QE_!~£_~Q~~E~~-!~YE~TORY_f!fQl!_Q1E~--TH£ __ !~ 

4 !!!_llA~ll!!~ 

5 fll __ ~Q _ _f~~-OF __ THE_BUSI~ES~~Yf~!Q~!_£RED!!~~!_bE 

~ CAI:~!ED_EgRW~RO_~£~!fQ_~AC~!Q_!AX~~h£_!EAR~_QTHtE__!tl~~ 

7 ~-_!~~~BLE__!fAR __ !~ __ WHI£~~--~XP~ER~!Q_~_BUS!~ESS 

B ~Yf~TO~!_!~~~QER_l5-~=!J~~ 

9 1~1--~Q-~~!~f~~_l~Y~!Q~!-~_fREQIT_!i_~h~~fQ_!~_!H~ 

10 !~!~~YE~!1_!AXA~~E_!EA~-Q~Qf~QBSEfTTQ~_i!l_!f_!HE TA!~AYER 

ll fh~!~~-~_QgQQCT!ON_l~-!~E__!~!ABhf__!EA~ __ EQ~_!HE __ §~~ 

12 !~yENTO~!_!~~~QES_l2=JO-l2!~Q_!~=Jl-!1~ 

13 Section B. Appl icabi 1 ity. fh-ts---eet:--epp.J..f.e~ ill 

14 ~ff!!Q~~-!_!HRO~~~-~-~~fLY to taxable years beginning after 

15 December 31. ~93+ !~~-

16 lil_Sff!!Qt!..__LAP~l!f~_!J:L!AXAB~L!EA~.L.!lE§IN~IN~~FT~ 

17 DEC£~~~3-~~-!~~Q_~~Q-~StOR£_4l~~!_!~!~83~ 

18 ~ff!~-~-_EEfEC!!VE __ QATfS. __ lll_SECT!Q~~--l_!nRO~GH 6 

19 ARs_sffff!!YE J~~~~!_!~_l9]l~ 

20 1£l__~ffTI~~~_l_TH~QY~~-1-~~£ffE~!lVE~-~~~~§E__AND 

21 ~~~~QY~b~ 

-End-
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COMMITTEE OF THE WHOLE AMENDMENT 

MR. CHAIRMAN: I MOVE TO AMEND HOUSE AMENDMENT TO: Senate Bill 283 

1. Title, line 5. 
Following: "TAXATION;" 

April 21, 1981 
4 pm 
Donaldson 

Insert: "PROVIDING TAX CREDITS FOR BUSINESS INVENTORY TAXES PAID 
PRIOR TO EXEMPTION;" 

2. Title, 
Following: 
Insert: "; 

line 7. 
"MCA" 
AND PROVIDING EFFECTIVE DATES" 

3. Page 6, line 14. 
Following: line 14 
Insert: "Section 7. Business inventory credit. (1) For taxable 

years beginning after December 31, 1980 and before January 1, 
1983, there is allowed as a credit against the taxes imposed by 
15-30-103, 15-31-101, 15-31-121, and 15-31-122 a credit equal to. 
the amount of the business inventory tax paid under 15-6-136 by the 
taxpayer in the taxpayer's taxable year. 

(2) In the event that the credit for business inventory tax 
allowed in subsection (1) exceeds the taxpayer's tax liability 
for the taxable year, the taxpayer shall receive from the state 
a tax refund in the amount of the excess of the business inventory 
credit over the total tax liability. 

(3) No part of the business inventory credit may be carried 
forward or carried back to taxable years other than the taxable 
year in which the taxpayer paid a business inventory tax under 
15-6-136. 

(4) No business inventory tax credit is allowed in the taxpayer's 
taxable year under subsection (1) if the taxpayer claims a 
deduction in the taxable year for the business inventory tax 
under 15-30-121 and 15-31-144." 

Renumber: subsequent sections 

4. Page 6, line 15. 
Strike: "This act applies" 
Insert: "(1) Sections 1 through 6 apply" 

5. Page 6, line 16. 
Strike: "1981" 
Insert: "1982" 

6. Page 6. 
Following: line 16 
Insert: "(2) Section 7 applles to taxable years beginning after 

December 31, 1980 and before January 1, 1983. 
Section 9. Effective dates. (1) Sections 1 through 6 are effec

tive January 1, 1983. 
(2) Sections 7 through 9 are effective on passage and approval." 


