SENATE BILL NO. 282
IRTRODUCED BY BLLIOTT

IN THE BERATE
January 26, 13981 Introduced and referred o
Conmittee on Taxation.
Fiascal note requested,

January 30, 1981 - Flscal note returned,

March 25, 1981 Committee recommend bill do
pass a3 amended. Report adopted.

On motion taken from Committee
on Bills and Journals and
reveferxed to Comulttes on
Taxation, Motion adopted.

March 28, 1981 Committee recommend bill do
pass ax amended, Report adopted,
March 30, 1981 811l printed and placed on
members' desks.
april 1, 198l Second reading, 4o pass.
april 2, 1981 : Correctly engroased,
April 3, 1981 ' Third reading, passed., Ayes,
43; Roes, 5. Transmitted to
House,

IN THE HOUSE

April 4, 198) Introduced and raferred to
Committee on Taxation,

april 17, 1s81 Committee recommend bill be
concurred in. Report adopted,

April 21, 1%81 Second reading, concurred in as
‘ amendad,



April 21, 1981

April 22, 181

On motion rules suspended and
bill placed on third reading
this day.

Third reading, concurred in
as amended. Aves, 893 Hoesa, 8.

IN THE SENATE

Returned from House with
anendmentsas.

Second reading, amendments
concurred in,

On motion rules suspended., Bill
placed on calendar for thirad
reading this day,

Third reading, amendments con-
curred in. Ayes, 44; Noes, 0,
Sent to enrolling.

Reported correctly enrcllad,
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1 BILL NO. gziégé’ 1 +naventoriesy-for-preperty-eax—purposesy-is-the-cost--to——the

2 INTROOUCED 8Y . v : 2 person-aghiect-to-the-inventery-taxw
3 3 €3¥(23 Class six property is taxed at 4% of its market

& A BILL FOR AN ACT ENTITLED: AN ACT TO EXEMPT BUSINESS & valuse”

S INVENTORIES FROM TAXATION; AMENDING SECTIONS 15-6-1369 5 Section 2« Section 15-6-202y MCAs is amended to read:

6 15-6~202y 15-8-104y AMD 15-24-301y w#CA; AND REPEALING 6 ®]15-6-202. Freepart merchandise aod_____busipess
T SECTIONS 15-24-402 AND 15-24-403¢ MCA." T ioventories exemptione (1) Freeport merchandise &3 gpd

B 6 busigess_inventorigs are exempt from taxatione.

9 BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 9 (2) Freeport merchandise means those  stocks  of
10 Section l. Section 15-6-136s MCAs is amended to reads 1c merchandise manufactured or produced outside this state
11 *15-6-136s Class six property -- description - 11 which are in transit through this state and consigned to a
12 taxable percentages {1l) (lass six property includess 12 wiarehouse or other storage facilityy public or privater
13 tey-—buainess——inventories-—as-defined-in—thia-seetiont 13 within this state for storage in transit prior to shipment
14 tb¥ 2al1 unprocessed agricultural products on the farm 14 to a final destination outside the state and which have
15 orf in storage except? 15 acquired a taxable situs wWithin the state.
1¢é $+#)(a) =a11 perishable fruits and vegetables in farm 16 (3} Stocks of merchandise do not lese their status as
17 storsge and awned by the producer; and 17 freeport werchandise because while in the storage facility
18 t++74b} livestock and poultry and the unprocessed 18 they are assembledy bounds joinedy processeds disassembleds
19 products of bothe 19 dividedy cuty broken in bulksy relabeleds or repackaged.

20 t23--4Business-itnventoriesti-inefundes—-goods—ratendea-for 2¢ (4} Any person oar ather group seeking to qualify its

21 sate——or——tense——in——the-ordinary-course-of-business—snd-rew 21 property for inclusion in +his the freeport__merchandise
2z materiats-and-work-in—progress-with-respect—to--such--goedsv 22 class shall make application to the department of revenue in
23 Business-—inyentories——de-net-include-yoods—tegaed-or—rented 23 such manner or form as may be required by the departmenta
24 or-mebile—homes—hetd-by~a-deater—or—distriboter—as—pare——of A {5)__"Business_inventories*_includes.goads_intended for
25 his-—-stotk-———in—-—trades———Fhe--market——votoe——of-—business 25 sale__or _lease _in__the ordipary_course of business_and ram
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materials and work in prooress with respect o _such goodse
Busipess _ipveptories . .dg not.incluide goods leased or rested
or.mgbile boses held by a dealer or distributor as _pact _of
bis sioCk in trades™

Section 3. Section 15-8-104s NCAy is amended to read:

®15-8-3104. Department <cudit of taxable value -
penalty for underreporting -- costs of audit paid by
department= (1) When in the judgment of the director of
revenpue it is necessaryy audits may be made for the purpose
of determining the taxable value of pnet proceeds of mines
and o0il and gas wellsy-brsiness—inventoriesy and all cther
types of property subject to ad valorem taxations

{2} -~Fhe-taxabie-value—of-any-anderreperted-poreion—of
any-business-inventory-found—as—a-resutt-sf-an-auvdit-to-have
been-underreported-by-the-owner—-shati-be-inereaded-py-25%-as
a-penaltty—for-undarreportings

+3t--Fhe-25%-penatty-may-be-waived-by-thRe-deportment—+f
resssnabie——conre-for—fatitre—to-report—the—totat-vatve—of-o
businesa—inventory-+a-provided-to-the-departrents

+4%¥(2) The cost of the audit shall be paid by the
department.”

Section 4« Section 15-24-301s MCA, is amended to reads

®15-24-301« Personal property brought into the state
-~ gssessment —- exceptions —- custom combine equipmente (1)

Progerty in the following cases is subject to taxation and

-

rowooN

10
11
12
13
1%
15
15
17
18
19
20
21
22
23
24

25

LC 2357701

assessment for all taxes levied that year in the courty in
which it is located: ’

(a) any personal property {including livestock)
brougyhts drivens or coming Into this state at any time
during the year that is used in the state for hires
compensations or profit;

(b} property whose owner or user i5 engaged in gainful
occupation or business enterprise in the state; or

(c) property which comes to rest and becomes a3 part of
the general property of the state.

(2) The taxes on this property are levied in the same
manner and to the same extents except as ctherwise provided,
as though the property had been in the county on the regular
assessment dates provided that the property has not  been
regularly assessed for the year in some other county of tne
Statee

{3) Nothing in this section shall be construed to Yevy
a tax against a merchant or dealer within this state on
goodss waress or merchandise brought into the county to
replz2nish the stock of the merchant or dealer #n-eddition-te
the-tax-}evied-ageinst-the-inventory-—of——soid—-merehant—--or
deaster-on—the—reguier-assessnent-dotes

{4) This section dJdoes not apply to any motor vehicle
broughty drivens or coming into this state by any

nonresident person temporarily employed in Montana for =

_4—



10
11
iz

13

LC 2357701

period not exceeding 90 days if the motor wvehicle is used
exclusively for transportation of such persones

{5) Agricultural harvesting machinery classified under
class eighty licensed in other statesy and operated on the
lands of persons other than the owner of the machinery under
contracts for hire shall be subject to a fee in 1lieu of
taxation of $3% per machine ¥for a 60-day periads The
machinas shall be subject to taxation under class eight only
if they are sold in Montanaa.™

Section 5» Repealer. Sections 15-24-402 and 15-24-403,
MCAy 3re repealeds

Section 6. Applicabilitys This act applies to taxable
years beginning after December 31, 1981.

=End-

e Ll
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STATE OF MONTANA
REQUEST NO. 232-81

FISCAL NOTE
Form BD-15

In compliance with a written request received __January 27 , 19 81, 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 Fisca! Nate 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 legislaticon is effective for tax year 1982 - no fiscal impact for FY B2.

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 from property
taxation.

FISCAL IMPACT

University Levy ‘FY 82 FY 83
Under current law $198,000
Under proposed law NO EFFECT 0
Estimated Decrease ($198,000)

EFFECT ON LOCAL GOVERNMENT

The proposed 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 i‘u‘
BUDGET DIRECTOR
Office of Budget and Program Planning

Date: J—- 2 7-5)
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hoproved by Committee
on Texation

SENATE BILL NO. 232

INTRODUCED B8Y ELLIOTT

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXEMPT BUSINESS
INVENTORIES FROM TAXATION:; AMENDING SECTIONS 15-6-136s
15-6-202y 15-8-104y AND 15-24-301s MCA; AND REPEALING

SECTIONS 15-24-402 AND 15-24-503¢ MCALY

BE IT EMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 15-6-136y MCAs is amended to read:
®15-6-136, Class six property -- description -
taxable percentage. (1) [lass six property includess
for-—-busitneys-—raventor tes- —ss-defrned—irmrthis-sectiont
+»+ all unprocessed agricultural products on the farm
or in storage except:

t++¥{a)} all perishable fruits and vegetables in farm
storage and owned by the producer: and

+++3§{b) livestock and poultry and the wunprocessed
products of bothes

{2 3--%Jusiness-—inventories®—ineludes—gosdi—intendad-for
sote-—or-—dease-—in--the-ordinar y-course-of-bosiness—-and-raw
noteriata-and—work-tn-progress-with-respect—to - such——goodsy

Susiness-—inventories--do-not-include-goods—teased-or-rented

er-mobite—homes-held-by-a-deater—or-distridbutor-as——pert-—of

his—-—stock———ta-——trodes———-Fhe——market--vatuve--of—-buainess
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taventortesy-For-preperty—tax—purposesy-ia—the-cost——to--the
person-subject-te-the-raventory—taxs

t31{2) <Class six property is taxed at 4% of its market
value.®

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

"15-6-202. Freeport

merchandi se and business

inventories exemptione (1) Freeport merchandise +4 and

business inventories_are exempt from taxatione

{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
warehouse or other storage facilitys 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) S5Stocks of merchandise do not lose their status as
freeport merchandise because while in the storage facility
they are assembleds bounds joineds processeds disassembleds
divideds cuts broken in bulks relabeleds or repackageds

{4} Any person or other group seeking to qualify its

property for inclusion in <+hisy the_ _freeport__merchandise

class shall make application to the department of revenue in
such manner or form as may be required by the department.

{3)_ _"Business_inventories® includes goods_ jintended for

sate__or__lease _in__the ordinary course of business and_raw

- S8 2683
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materials and_work in _progress with respect to  such qoodse

Busipess _inventories do not include goods leased or repted

or wmobite homes held by a dealer or distributor_as part_ of

his _stock in_trade.”

Section 3. Section 15-B-104s MCA: is amended to read:

"15-8-104. Dapartment audit of taxable value -
penalty Ffor underreporting -- costs of audit paid by
department. (1) When in the judgment of the director of
revenue it is necessarys audits may be made for the purpose
of determining the taxable value of net proceeds of mines
and o0il1 and gas wellsy-buaimess—rnventertesy and all other
types of property subject to ad valorem taxationa.

t+2)--Fhe-taxable-—value-of-any-underreported-partion--of
any-bosiness-tnventory-found-as-a-resatt—of-an-aadie-to-have
heen-underreported-by-the-owner-ahaii-be-increased-hy-25%-nas
a—penatty-fer—underreportings

t3}--The-25%-penatey—may—be-waived-by-the-department-rf
reasonsbie-——-cavse-for—fatture-to-report-the-totad-value-of-a
bustness-inventery-r3-provided-to-the-departmenty

t4¥{2} The cost of the audit shall be paid by the
department.®

Section 4. Section 15-24-30ls MCAs is amended to read:

*15-24-~301. Personal property brought into the state
-~ assessment -- exceptions -- custom combine equipments (1)

Property in the following cases is subject to taxation and

-3e S8 283
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assessment for  al) taxes levied that year in the county in
which it is located:

{a) any personal proper ty [including livestock)
broughtsy driveny or <coming intag this state at any time
during the year that is wsed in the state for hires
compensatjons or profit;

(b) property whose owner or user is engaged in gainful
occupation or business enterprise in the state; or

[c) property which comes to rest and becomes a part of
the general property OfF the states

{2}y The taxes on this property are levied in the same
manner and to the same extents except as otherwise provideds,
as though the property had been in the county on the regular
assessment dates provided that the property has not been
regularly assessed for the year in some other county of the
State.

(3)' Nothing in this section shall be construed to levy
a tax against a merchant or dealer within this state on
yoodsy waress or merchandise brought into the county to
repienish the stock of the merchant or dealer in-sddrtien-to
the-tax-tevied-against-the-inventory-—of--said—-merehant-~-or
denter—an-the-regul ar-assesament—dace,

(4} This section does not apply to any motor vehicle
broughte drivens or coming into this state by any

nonresident perscn temporarily employed in Montana for s

—- 56 283
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period not exceeding 90 days if the motor wvehicle s used
exclusively For transportation of such person.

{5) Agricultural harvesting machinery classified under
class eighty licensed in other statess and operated on the
lands of persons other than the owner of the machinery under
contracts for hire shall be subject to a fee in lieu of
taxation of $35 per wmachine for a 60-day pericode The
machines shall) be subject to taxation under class eight only
1If they are sclid in Montanaa"

SECTION Sa._ COORDINATION INSTRUCTION. SENATE BILL 47,

INTRODUCED IN _TYHE 471H LEGISLATURE, REMOVES LIVESTOCKs

POULTRY. AND _THE UNPROCESSED PROOUCTYS OF BOTH_ _FROM CLASS

SEVEN  AND PLACES THEM TN CLASS SIX FOR _PURPOSES OF PRUPERTY

TAXATION. IF_SENATE BILL 67 IS PASSED _AND APPROVEDs THEN

SECTION 3 OF THIS ACT IS TO BE REPLACED wWiITH THE FOLLOWING

SECTION:

SECTION 1. _SECTION 15-6-136y MCAy 15 AMENDED TO__READ:

"15-6-136. Class six property -— description ——
taxable percentages (1} Class Six property includes:
{(3) business-inventories-as—defrned-—in—ethis——section

vestock and poultry and the unprocessed products of both:

liv

{b) all unprocessed agricultural products on the farm
ar in storage exceptts
¢y al¥ perishable fruits and vegetables in Ffarm

storage and owned by the producert-and

g 58 283
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ffi1*-&fvesteck~*and~*pe¢+tfy-**ﬂnd-——the——-uﬂproces?ed
prodoces—-af-bath,

t2}--¥Business-inventeries—includes—goods-intended-For
sete-—or--teaye—-in--the-ordinary-course-of-business—and-row
matertatls-and-work-tn-pregress—nith-respect-to——sueh-~goadsw
Bustness--tnventortes--do-not-include—goods-tessed-or-rented
esr-mobiie—homer-held-by-a-dester-as-part-——of--Ais--steck--+n
tradev—-—-fhe——mariket——yatue--of--pusiness-—inventoriesy--for
properiy—tax-purpoieldv-ty-the-cori-to-the-person-aubject--ta
the—inventory—tonr

€33(2) Class 3ix property is taxed at 4% of its market
value.®

Section 6. Repealer. Sections 15-24-402 and 15-24-403
MCAs are repealed.

Section 7. Applicabilitye This act applies to taxable
years beginning after December 31y 198l.

-Eng-

-6~ 58 283
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SENATE BILL NO. 283

INTRODUCED BY ELLIOTT

A BILL FOR AN ACT ENTITLED: “AN ACT TO E£XEMPT DBUSINESS
INVENTORLES FROM TAXATION; AMENDING SECTIONS 15-6-1364
15-6~202¢ 15-8-104s AND 15-24-301s MLA; AND REPEALING

SECTIONS 15-24-602 AND 15-24-403s MCA."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section L. Section 15-6-136s MCA, is amended to read:
"15-6~136«. Class six property -- description -
taxable percentage. {1) Class six property includess
{toy~—buviness-—inventories- ~as-defirned—imtivis-secttont
oy all wnprocessed agricul tural products on the farm
or 1n storage except:

tt¥fa} 21 perishable fruits and vegetables in farm
storage and owned by the producer; and

t#iy(b) Vivestock and poultiy and the wunprocessed
products of boths

tZ2y~-*8usiness-tnventoriea®—inclvdes-—goody—irtended—for
sele-~gr——teasr——in-—the-ordinary-course-of —busriness—ond-roaw
moterials-—and-—work—in—progresr-with-respect—£o- - suth--qoodss

Sustness-—inrentortes—-do-not-inetude-geeds-ieared-or-rented

or-mobite-homes-heltd-by-o-denter-or-dritributor-as--part-—of

Rts-~—aetthk—~—itA——2tsodes—-Fhe——-market--vatltue-—af--busimess
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tnventoriesy-for-property-tax—purposesy- ir3-the-eost--to-~-the
person-subject- to—the—fAventory—taxs

+3¥(2) ctass_si- property is taxed at 4X of its market
value."

Section 2. Section 15-6-202+ MCAe is amended to read:

"15-6-202s Freeport

merchandi se and_ business

inventories exemptions. (1) Freeport aerchandise +s3 and

business_inventories_are exempt from taxatione

(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
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 assembleds bounds joineds processeds disassembledy
dividedr cuty broken in bulke relabeleds or repackageds

{4} Any person or other group seeking to qualify its

property for inclusion in +ehia the Ffreeport werchandise

class shall make application to the department of revenue in
such manner or form as may be required by the departmente

{5}__"Business_inventories® includes goods intended for

sale__or__lease _in _the ordinary course of busipess and_raw

-2~ 5B 283
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materjals and work in progress with respect to  such _qogdse

Business  inventories_ _do not include goods leased or_rented

or wmobile homes held by g dealer or djstributor as part__aof

his_stock in_trade«™

Section 3. Section 15-B-104s MLAsy is amended to read:

n15-8-104. Department audit of taxable value —_—
penalty for underreporting -- costs of audit paid by
department. (1) When in the judgment of the director of
revenue it is necessaryy audits may be made for the purpose
of determining the taxable value of net proceeds of mines
and o0il and gas wellsvy-Business-inventoriesr and all other
types of property subject to ad valorem taxation.

t2f——Fhe-tanable-value-of-any-underreported-poreion——of
any-business—inventery-foond-as—-a-resalt—-of -an-avdit-to-have
been—underreported-by-the-owner-shali-pe-inecreased-pby-254-o3
a-penalty-for-underraportings

t33——¥he-25%-penatey-may-be-waived-by-the-departfent-¢f
reasomabie-—couse-for-faiture-to-repere-the-totat-value-of-a
business—inventory-ta-provided-to-the-departwents

t43{2] The cost of the audit shall be paid by the
department.”

Section 4. Section 15-24-301ls MCAy is amended to read:

"15-24-30ls Personal property brought 1nto the state
—— assessment -~ exceptions —- custom combine equipments (1)

Property in the following cases is subject to taxation and

-3- 5B 283
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assessment for all taxes levied that year in the county in
which it is located:

{a) any personal proper ty {including tivestock)
broughts drivens or coming into this state at any time
during the year that 1s wused in the state for hires
compensations or prafits

{b) property whose owner or user is engaged in gainful
occupation or business enterprise in the statei or

{c) property which comes to rest and becomes a part of
the general property of the state.

{2) TtThe taxes on this property are levied in the same
manner and to the same extenty except as otherwise provideds
as though the property had been in the county on the regqular
assessment datey provided that the pruperty has not been
reqularly assessed for the year in some other county of the
state.

(3) Nothing in this section shall be construed to levy
a tax against a merchant or dealer within this state on
goodss waress or merchandise brought into the County to
replenish the stock of the merchant or dealer tn-addition-to
the-tax—tevied-against-the—inveatory-—of--sait-—merchont——or
dester-on-the-regulor—-assesynent—date.

{4} This section does not apply to any wotor vehicle
broughts driveny or coming into this state by any

nonresident person temporarily employed in Montana for a

—ty— S8 283
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period not exceeding 90 days if the motor vehicle is used
exclusively for tramsportation of such persons

(5} Agricultural harvesting machinery classified under
ctass eightsy licensed in other statesy and operated on the
lands of persons other than the owner of the machinery under
contracts for hire shall be subject to a fee in lieu of
taxation of $35 per wmachine for a 60-day pericde The
machines shall be subject to taxation under class eight only
if they are s501d in Montanae.™

SECTION Se COORDINATION INSTRUCTION., SENAYE BILL 47,

INTRODUCED _IN_ _THE_ 477H_ LEGISLATURE. REMOVES LIVESTOCKSs

POULTRYs AND THE UMNPROCESSED PRODUCTS OF _BOTH__FROM__CLASS

SEVEN AND PLACES THEM IN CLASS SIX FOR_PURPOSES OF PROPERTY

TAXATION. IF SENATE BILL 47 _JS PASSED _AND _APPROVEDy _ THEN

SECTION 1 OF THIS ALT IS 7O BE REPLACED WITH THE FOLLOWING

SECTIDN:

SECTION 1.  SECTION_15-6—136y MCAy 15 AMENDED TO READ:

*15-6-136. Class Sin property -—  description -
toaxable percentages (1} Class six property includes:
{a) business-inventories-sa-defined—in—thits——2ection

livestock _and poultry and the unprocessed products of both;

(by all unprocessed agricultural products on the farm
or in storage exceptts
¥ 311 perishable fruits and vegetables in farm

storage and owned by the producery—and

-5~ 58 283
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fiif——4+vestach—-ana-—peu%ery-—-and—-—the—-—uﬂproeegged
produces—-of-hoth.

t23--"Rusiness—taventorrest—ineludes-goods- intended—for
sate--or--tease-—in-——-the-erdinar y-course-af-business-and-raw
mneteriats-and-work-in-progress-with-respeet-to--such--qoodss
Business-——inventories--do-net—include—geeds-leased-or—renced
or-mobite-homes-held-by-a-desler-as-part-——of--his--stock--in
tredes———Fhe—-narket——vatue-—of- -business—-—inventortesy——for
properity-tax-purpoiesyr-ta-the-cast-to-the-person-subject—-to
the-inventor y-toxs

+33(2) Class six property is taxed at 4% of its market
values™

Section &« Repealer. Sections 19-24-402 and 15-24—403,
MCAs are repealed.

Section 7. Applicabilitys This act applies to taxable
years beginning after December 3le 1981.

-End-
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SENATE BILL NG. 283

INTROOUCED BY ELLIOTT

A BILL FOR AN ACY ENTITLED: "AN ALT TD EXEMPT BUSINESS

INVENTORIES FRCM TAXATION; PROVIDING_ _Tax CREDITS _FQR

BUSTNESS _INVENTORY TAXES PAID PRIOR TO__EXEMPTION; AMENDING

SECTIONS 15-6-136y 15-6-202y 15-B-104y AND 15-24-301, MCA;
AND REPEALING SECTIONS 15-24-402 AND  15-24-403, MCA; AND

PROVIDING EFFECTIVE DATES.™

BE IT EMACTED 3Y THE LEGISLATURE OF THE STATE JF MONTANA:
Section le. Section 15-6-136s MCLAs is amended to read:
®15-6-136. Class six property -- description -
taxable percentages (1) Class six property includes#
tat--business--fnventorres--as-defined-in—*his-yectiont
tb+ all unprocessed agriéultural products on the farm
or in storage except:

+r¥{a) a1l perishable Ffruits and vegetables in farm
storage and ownea by the producer; and

+i+4{b) ‘tivestock and poultry and the unprocessed
products of botha

t24--"Rustnesda-iaventoriesd -inetpdes-gooda-tntended-for
sale--—ar--jease——ra-—the-ordinary-course-oaf-business-and-raw
matertals-ond-work-tn-progress-with-respect-toe--spch--goodss

Bustress——rAventertes-—do-not-tnclude-gooda—teased-or-rented

i0
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or—mobite—homes-held-by-a-deater-ar-ditstriboter-as-—pert-—of
Ata-~—stotk———tn——tradey---Fhe-—-market--vatue—-of-—buoainess
tRventorisay—fFor-property-Lax—purposlesy-t3—the-cost~—to——the
peryoan-subject-to—the-inrentary—taxs

+33(2) <Class six property is taxed at 4% of its market
value.*

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

n15-6-202. Freeport merchandise and business

inventories exemptions (1) Freeport merchandise +3 and

business _inventories are exempt from taxation.

(2) Freeport merchandise means those stocks of
merchandise wmanufactured or produced outside this state
which are in transit through this state and consignec 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 stste.

{3) Stocks of merchandise do not lose their status as
freeport merchandise because while in the storage facility
they are assembleds bounds joineds processedy disSassembleds
divideds cuts broken in Lulky relabeleds or repackaged.

{4#) Any person or cother group seeking to qualify its

property for inclusion in this the freeport merchandise

class shall make application to the department of revenue in

such manner or form as may be required by the department.
-2~ $3 283
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{5) "Business_inventories"_includes goeds_intended for

sale__or__lease in_ _the ordinary course of business _and_raw

materials _and_work in_progress with respect_to__such_ _goodse.

Business _inventories do not include goods leased_or_rented

or_mobile bomes held by a_dealer or distributer as_ _part _of

his_stock in_trade.”

Section 3. Section 15-8-104+ MCAs is amended to read:

"1€-8-104« Department audit ofF taxable value -—
penalty for underreporting —-- costs of audit paid oy
departments (1) When in the judgment of the director of
revenue it is necessaryy audits may be made for the purpose
of determining the taxable value of net proceeds of mines
and o0il and gas wellsy-buarness—tnventortesay and all other
types of property subject to ad valorem taxationa

t24-~Fhe-tavable-vatuve—of-any—ugnderreported-portton——of
any-busiNess-inventory-fodnd-as-a-result-ef-anm-aspdit-to-—have
been—undesreported-by-the-owner—-thatl-be-tnereased-by-285—as
a-pennlty-for—underreportings

133-—Fhe—25%-penalty-may-be-natvea-by—the-department-if
reasenabie--couse-for-fatlore-te-report-the-totat-vatue—of-=
Busifess—inventery-iv-pravided-to-the-departments

t4¥{2) The cost of the audit shall be paid by the
departmenta®

Section 4. Section 15-24-301s MCAy is amended to read:

*15-24-3Cl. Parsonal property brought into the sState

—3a SR 283
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-- assessment —-- exceptions -- custom combine equipments {1)
Property in the following cases is subject to taxation and
assessment for all taxes levied that year in the county in
which it 1s located:

{a} any personal property {including livestock)
broughts driven+ or coming into this state at any time
during the vyear that 1s used in the state for hires
compensations or profit;

(b) property whose owner or user i% engaged in gainful
occupation or business enterprise in the state; or

(c} property which comes to rest and becomes a part of
the generat property af the state.

(2) The taxes on this property are levied in the same
manner and to the same extents except as otherwise provideds
as though the property had been in the county on the regular
assessment dates provided that the property has not been
regularly assessed for the year in some other county of the
Stateas

{3) Nothing in this section shall be construed to levy
a tax against a merchant or dealer within this stdte on
gqoodss waress or merchandise brought into the county to
replenish the stock of the merchant or dealer tm-additten-te
the-tax—tevied-agaimst—-the-inventory--of--sard--merchant--or
dealer-on-the-regquiar-assessment-dates

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

-—f— 53 283
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braughts drivens orfr coming into this state by any
nonresident person temporarily employed in Montana for a
period not exceeding 90 days if the motor vehicle is wused
exclusively for transportation of such person.

(5) Agricultural harvesting machinery classified under
class eaghts licensed in ather statesy and operated on the
lands of persons other than the owner of the machinery under
centracts for hire shall be subject to a fee in lieu of
taxation of 335 per machine for a 60-day periode The
machines shall be subject to taxation under class eight only
if they are sold in Montana.™

SECTION 5. _COORUINATION INSTRUCTIONe _SENATE BILL_ 4Ty

INTRODUCED_ IN THE 47TH LEGISLATUREy _REMOVES LIVESTOCKs

POULTRYs AND THE UNPROCESSED PROQUCTS OF BOTH _FROM _CLASS

SEVEN__AND PLACES THEM IN CLASS SIX FOR_PURPOSES OF PROPERTY

TAXATION. IF_SENATE BILL 47 IS PASSED _AND__APPROVED, _THEN

SECTICN 1 OF THIS ACT _IS_TO _BE REPLACED WITH THE FOLLOWING

SECTION:

SECTICN lo SECTION_15-6-136y MCAs IS AMENDED _TU_ _READ:

"15-6-13%. Class SLX property -- description --
taxable percentage. {1) Class six property includes:

(3) business—raventeries-as~defined--rA——-tRiS--Section

tivestock _and _poultry_and_the upprocessed products of bothi

(b} all unprocessed agricultural products on the farm

Or 1N Storage exceptry

—5a S5 283

10

il

12

13

14

15

16

17

18

19

20

21

24

23

24

25

SB 0283/03

t++¥ all perishable fruits and vegetables in farm
storage and owned by the producery-and

trti-—4tvestock-~and-—-povtery---ond---the-—-anpreocessed
products—of-pothe.

t2¥——¥Bugineas-inventories®—incltvdes-goada-intended-for
sale—-or--iease-—-tn--the-ordinary-courae-of-business-and-ran
matertats-and-work-ia-progress-with-respece—to--such——goedss
Bratness--rnventortes——do-mot—inetude-goods-teased-or-rented
or-mebiie-memes—held-by-—a-deater-as-part——ef——his——stock--rn
erades———the--market--value—-of--huasiness-—rnventoriesy--for
property-tax-purposesy-rs-the-cost-te-the-person—Ssubjyect--+o
ethe-inventory—taxs

+33(2) Class six property is taxed at 4% of its market
valuee™

Section 6. Repealer. Sections 15-24-402 and 15-24-403y
MCay dre repealeds

SECTION 7. _BuUSINESS INYENTQRY CREDIT. (1) FOR_TAXABLE

YEARS _BEGINNING AFTER_DECEMBER 31, 1930 AND BEFORE JANUARY

le 1983y THERE IS5 ALLOWEG _AS__A_CREDIT AGAINST _THE TAXES

IMPOSED__BY 15-30-103s 15-31-101y 15-31-121s AND 15-31-122 A

CREDIT_EQUAL_TO_THE AMBUNT OF _THE _BUSINESS _INVENTORY__TAX

PAID _UNDER _15-6—-136_ BY_ _THE _TAXPAYER_ _IN__THE _TAXPAYER'S

TAXABLE_YEARS

{2)__IN__THE_ _EVENT THAY THE CREOIT FOR BUSINESS

INVENTGRY Tax ALLOWED _IN__SUBSECTION 1) EXCEERS _THE

-6- S8 283
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TAXPAYER"S TAX LIABILITY FOR THE TAXABLE YEARy THE TAXPAYER

SHALL RECEIVE FROM THE _STATE A TAX REFUND IN THE AMOUNT OF

THE EXCESS_OF THE BUSINESS INVENTORY CREOIT UVER  THE TOTAL

TAX_LIABILITY.

(3)_ NO__PART OF _THE_BUSINESS INVENTDRY CREDIT_MAY &E

CARIED_FORWARD OR CARRIED BACK TD TAXASLE YEARS OTHER _THAN

THE _TAXABLE YEAR IN WHICH THE TAXPAYER PAID A BUSINESS

INVENTORY TAX UNDER 15-46-136.

{4)_ NO_BUSINESS INVENTORY TAX CREDIT 35 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_15-31-1%%.

Section Be Applicabilitye Fhits---act-——appties {i]

SECTIONS_ 1 THRQUGH 6 APPLY to taxable years beginning after

December 31y 98+ 1982.

(2) SECTION 7 _APPLIES_TO TAXABLE YEARS BEGINNING AFTVER

DECEMBER 3t» 1980 ANG_BEFORE_JAMUARY 1, 1983

SECTION 9. EFFECTIVE DATESe (1) SECTIONS 1 TAROWLH &

BRE_EFFECTIVE JANUARY 1y 1983.

{2) _SECTIONS 7_THROUGH_ 9 ARE EFFECTIVE ON_PASSAGE _AND

APPROVAL.

-Enag-
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COMMITTEE OF THE WHOLE AMENDMENT

MR. CHAIRMAN: | MOVE TO AMEND digu ZENDMENT TO:

April 21, 1981
4 pm
Donaldson

1. Title, line 5.

Following: “TAXATION;"

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

2, Title, line 7.
Following: "MCA"
Insert: "; AND PROVIDING EFFECTIVE DATES"

3. Page 6, line 14.

Following: 1line 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) 1In 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 credlt 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 bu51ness inventory tax
under 15-30-121 and 15-31-144."

Renumber: subseguent sections

4., Page 6, line 15.
Strike: "This act applies"
Insert: "(l1) Sections 1 through 6 apply"

5. Page 6, line 1l6.
Strike: "1981"
Insert: "1982"

6. Page 6.
Following: 1line 16 ]
Insert: " (2) Section 7 applies 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."”



