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7
1 1 United States,
2 2 +4y—RNev—earporationi-meons—a—corpeoration-engaging—in
3 3 manu facturing——feor—ehe——fHEst——time——in—thid——atate———and
4 A BILL FOR AN ACT ENTITLED: AN ACT TO GENERALLY REVISE THE & mantfaeturing-——o——preduct——net—currentiy-——manufactured—or
5 TAX CREDIT AVAILABLE FOR NEW OR EXPANDING MANUFACTURERS; 5 substantiadily-sinidar—te—a—preduct—currentiy—manufoctured-oy
6 AMENDING  SECTIONS  15-31-124 THROUGH  15-31-127y MCA} 6 that —eorporation—er—eny-affiliate—corporation—in—this-stetes
7 DIRECTING THE AMENDMENT OF RULES 42423.511 THROUGH 424234516 7 te—does—not—inctude—reorganizing-an—existing-corporation——in
8 AND 42.23.518 THROUGH 42.23.522» ADMINISTRATIVE RULES OF 8 this--state-—or——the--ereation——of —a-parenty—subsidiaryy-or
9  MONTANA; REPEALING RULE 42.23.517s ADMINISTRATIVE RULES OF 9 effiliete-of-which-56%-or-more—is—owned-or—controtied—by-the
10 MONTANA; AND PROUVIDING AN APPLICABILITY DATZ.® 10 some-perseny-eerparationy—er-assseiatiane®
11 il Section 2. Section 15-31-125, MCAy is amended to read:
12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 12 "15-31-125. Determination of tax credite A new or
113 Section l. Section 15-31-124y MCAy is amended to read: 13 expanding manufaetdring—corporation manufacturer may receive
14 %15-31-i24. New or expanded +ndustry napufacturer 14 a lictense tax credit based on a percentage of wages paid
15 credit —_ definitions. As wused in 15-31-124 +through 15 its new emnloyees within this state for o periocd of 3 years
16 15-31~127y the following definitions apply: 16 as follows: the first 3 years of operation of a new
17 (1) "Department™ means the departmant of revenue. 17 eorporation manufacturer or the first 3 years of expansion
13 {2) "cxpanding® means to expand or diversify a present 18 of an expanding eerperotien panufacturers 3 credit of 1% of
19 operation to increase total full-time jobs by at Jleast 3u03x 19 the total new wages paid in this statey as wages are defined
20 or moere at least fives whichever is lesse. 20 in 39-51-201 may be allowed. In determining total waces for
21 (3) H“Manufmeturings PManufactureg® means the any 21 an expanding eerperatten mapnufacturers only those wages paid
22 bnﬁingii_ihﬁi_gﬂgaggﬁ_iﬂ_ﬂ*pfocess of mechanical or chemical 22 in support of the expansion are considered in ascertsining
23 transformation of materials or substances into new productsey 23 the credits The payrall and number of jobs of  the
24 as describad in the standard industrial classification 24 eorporetvreon  papufacturer in the 12-month period immediately
25 manual of 1972 by the office of management and budget of the 25 preceding the  axpansion ara averaged to determin:
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2ligibility for the credita."

Section 3« Section 15-31~124¢ MCAs is amended to readl

#15-31-126. Limitacions This credit is available only
to those new and expanding eorporotiomns panufocturers that
provide jobs within the state of Montana."

Section 4. Section 15-31-127y MLCAs is amended to rsad:

"15-31-127. Department duties. The department shall
determine the eligibility of a corporstion manufacturer for
this credity promulgate rulese prepare formsy, mwmaintain
recordss and perform other duties necessary to carry out
15-31-124 through 15-31-127."

NiEW SECTION, Section 5. Carryover. {1) The tax
credit provided for in 15-31-125 may not exceed the
manufacturer®*s tax liability for the taxable yeare

{2) Any part of the tax credit allowed by 15-31-125
that was not taken because of the limitatien contained in
subsection (1) may be carried forward for up to 10 taxable
years. The carryover may not result in a credit in excess of
the manufacturer®s tax Tiability for any taxable year.

NEW _SELTI0NS. Section 6. New or expanded rncustry
credit —-— definitionse As used in [sections 6 through 107y
the fellowing definitions apply:

{1} "vepartment”™ means the department of revenue.

(2} mexpanding™ means to expand or diversify a present

operation to increase total full-time jobs by at least 3u%
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or ot least five, whichever is less.

(3) ™Manufacturer™ means any business that engages in a
process of mechanical or chemical transformation af
materials orfr substances into new productsy as described in
the standard industrial classification manual of 1972 by the
office of management and budget of the United Statese.

NEW _SELTIONe Section 7e Determination of tax
credite The individual 1liable for the payment of the tax
imposed by 15-3G-103 on income derived from a ncw or
expznding manufacturer may receive a credit against the tax
imposed by 15-30-103. The amount of the credit is based on
a3 percentage of wages paid its new employees within this
state for a period of 3 years as follows: for the first 3
years of operation of a new manufacturer or the first 3
years of expansion of an expanding manufacturers 3 credit >f
1% of the total new wages paid in this statey as wayes are
defined In 39-51-201. Iin determining total wages for an
expanding manufacturers only those wages paio in suppert of
the expansion are considered in ascertzining the credit.
The payroll and number of jobs of the manufacturer in the
i2-month period Iimmediately preceding the =xpansion are
avzraged to determine eligibility for the credit. If more
than one individual 1is DYiable for the payment of the tax
imposed by 15-30-103 on income derived from a new or

expanding wmanufacturers the <c¢redit must be prorated among

—4-
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the individuals who are liable for payment of the taxe

NEW SECTIIONs Section 8a Limitationa The credit
provided for in [section 7] is available only for mew and
expinding manufacturers that provide jobs within the state
of montanae.

NEW SECTIJNa Section 9, Department dutiese The
departuent $nall determinz the eligibiltity of an individual
for tihe <credit provided for 1Jn ([section T]s promulgate
rulcsy prepare formss maintain recordsey and perform other
duties necessary to carry sut [sections 6 through 10}.

NEW SECTIdNe Section 10 Carryovera (1) The tax

credit provided for in [section 7] may not exceed the

individuaiTs tax liability for the taxable yeara

(2) Any part of the tax credit allowed by [section 7]
that was not taken hecause of the limitation contained in
subsection (1) may be carried forward for up to 10 taxabie
years. The carryovar may not result in a credit in excess
of the individual®s tax liability for any taxable years

S2crion 1lle The Department of Revenu: shall amend Rule
424734511y Administrative fules of Montanay to reaa:

"42423a531 CREDIT FUR  NEW OR LAXPANDING CORFPORATIONG
HANUFACTURERS (1) Sactions 15-31-124 through 15-31-127 and
[sectinn 5]s MCAy s amendeds allow a tax credit squal to 1%
of wages poid by a new  or expanding ecorporstion

mwanufacturaere. Any cofp&ration manufacturer seeking credit
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under 15-31-124 through 15~-31-127y MCAs shall conciusively
deponstrate its eligibility to the department. The
department's decision shall be final.

{2) tach ecerporatten panufacturer seeking o credit
under 15-31-124 through 15-31-12Ty MCAs shall show:

(a) that it—is—a—cerperation—preregistered-porsvant—to
¥itle-35y—chapter—iy-Hthvr—as——amended the mapufacturer is
preregistered _as_a valid existing business upder the Ysws of
Lhis state;

{(b) that it wWas registered for the first time during
the tax year for which the first credit is claimed or that
the industry neets the definition of expanding per
15-31-124+ MCAs as amended; and

{c} that the—eafpofet%eﬂ—is—quuged—-+ﬂ—“manuFaeturing
the _apolicant js a3 mapufacturer as that term is defined in
15-31-124y MCA4—and .

tdy-——that-the—product-manufactured-—i3-oney-which——nrior
%a—itﬁ—pfaduetien-by—the-eerpefat+env—was—net-then—eufrent%f
producced-—+a—thts—state."

Sactiaon 12« The Department of revenus shall amend rRule
4Z2+23.512y Admitnistrative Rules of Montanas to read:

“429234512 PERIOD QF _ELIGIBILITY (1)} As used in this
sections period of eligibility means:

(a) in the case of a new ecarporatien manufacturers thne

consecutive 3—~year period during which a credit may Ge
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claimed, commencing from—the—initiat-sct-of-doing-—business
in——Montons with the start of manufacturing afcer =31
plaonnings _constructione and testing have been cgmpleted; or

(b)Y in the case of an expanding ecorporatien
panufacturery the consecutive 3-year period during which a
credit may be claimeds commencing with preparation——of
mansfactute———gf-—-the——-product the _-start of expanded
mapufactycing foliowing the comgletion of 3ll plannings
constructioney and Ltesting required for the gxpansion.

{23-—A——corporation—seehking-—tax——eredit-—shat+—not-ne
attowet—eredit——after——the——expiration—ef——the——period—cf
etrigirbitityr——Fhis-——period—is—Fimited-to-the~-3-consecttive
yeefs—fe#%ew#ng—iﬂét%a*—aet+v+t7:—-*—cefpefat+en——muy——e%a+m
eredit——for——the—first——year—and-third—or-frryt-and—second
years—of—the—3-year-periods

t3¥L2) Those periods of time before actual production
of a new products during which supports plannings
construction of facilitiesy and other preparatory activities
occurs #medd may not be included in determining the period
of eligihilitys"

Section 13. The Department of Revepue shall amend Rule
424234513y AGministrative Rules of Montanas to reaa:

¥42423515. MANUFACTURING DEFINED +¢t+r-A—manufmeturing
corperatvon-tI-ofe-engoged—in—the-—mechanical-——ar—chemnieat

transfermation-af-mntertals—or—substances—into-mew-productss
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Fho-——mAfdfactur g —faeti it tes——are——vsvntty-——deseribed——os
stanesy-—faetorvesy—er-mit+ls-ond-chartererrstrealdy—gee—power
drryen--——methines———and-—-paterials——henrdng-———efuipmenty
Earporat+ons—~—engoged——+n-—assembiina——component——parts——ot
manusfactured—-productas-—eare— —a¥fso——-constdered-——to——---pe
many fIEturingy—if-the-new-product-és—neither-a-3troctore—nor
ather—fined—improvemente——ineianded-in-thie—definttron—+s—eh=
blending-—ef-—-matertatls—avch-as-tabricating~citsr-plesticsy
resinsy—or-tiquerew

{2 y——Fhe-materiats-processed-by——manpfacturinmg——rnciwoe
productes——of-—ayricuiturey——Fforestryy-—Stahingy——minrngr—and
querryrngy-as-mwneli-es-producta—of-other-mannfacturersy———Fhe
new——product—may—be—Sfinishedi—in-—the—sense—that—ft-is—ready
for—utiiizationor-consunption—or-it-may—be-~Ssemifirarsheds
to—bhecome—a-raw-—materiat-for-ancther-corporation—engoged—in
further—manufscturings—Ffor—--exompltey——the-—-product——oft——the
eﬂpper-—sme?ter——is-che——raw——mutef+e+—uséd-fn—e%eetfo+7t+e
refineriess—rTefrned—copper—iri-—the-~raw——materirat——vs=d—by
copper——wira—niriist-and-copper-wire-i3-the-row-moterirel—used
by-—certarn-atectricat-eqipnent-manufacturersy

¢3y-—Fhe—moterials-used-by-menufacturrng—esteptishments
may-be—purchased-——directiy——from—the-—purchedersy——obtaired
thretgh———costomary———trede-—chameddy——or——Secured-—withetut
recowrle—to-the-market—by-transferring-the-prodoct-—from——on=

estebitsivment—to-anether-which—¥is—under—the-same—ownershipr
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Handfacturing—preductron—+s——usvalty——corried—en——for——the
whelesale——markety——for—interplont—transfery-or-to-order—for
+pdustrial——usersy——rather——than——for-—dirsct——stle——to——the
domest+E—EaRSdmMe fu

++3(1l} In instances where a classification between
manufacturing and other divisions of the 1972 Standard
Industrial (lassification Manual system is difficulty the
department shall classify according to its best judgmente.
This decision shall be finale

15¥12) Tne Ffollowing activitiesy a|t50ugh not always
considered as wanufacturings are so classified:

(a) milk bottling and pasteurizing;

(o) fresh fish packaging;

(c) appar=l jobbing (assigning of materiuls to
contract factories or shops for fabrication or other
contract operations) as well as contracting on materials
owned by others;

{(d) puclishingj

(e} ready-mixed concrete production;

(f) 1leathzr converting; n

(4)  Togaing;

{h) wood preserving;

(i) voarious service industries to the manufacturing
trades such 3s typesettings engravings plate printings and

preparation of electrotyping and stereotype platass but not
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blueprinting or photocopying services;

(i) electroplatings platings metal heat treatings and
polishing for the trade;

(K} lapidary work for the trade;

(1) fabricating of signs and advertising displaysa

t6}-—Fhere-—are-atso-some—manufocturing-type—activities
performed-hy—corparations-which--are——primnr+iy——engeged—in
activities——ecovered-—by-—nther—-divisions——of-—the—Standard
induserini-ctassification-—Monuai-of-19F2y—end—opre——thus—not
ednssified-——as——manufecturingr——-A—few——of——the-—important
exsmples—ares

ta——agricutedrey —foreseryy—and-Ffishing—{Processing-—on
farms5—is——Rokt-esnsidered-manufacturing-if-the—raw-—materroats
are-grown-en—the—Ffarmand-+f-—the-—manufacturing-—activities
apa-—eA——a——smati-——secate——withauwt——the-extensive—tse—of-oaid
taborv——-8ther——exclustons———are——-—ecvstom——artat———mittingy
threshingr—and—eostean—ginningstt

thi——mining-—with--the--dressing--and-—beneficiating-of
erest—the-—brescrngy-—weshingr——and—grading——osf-—coatt——the
crush+nq——end—ereak%ng-af—stonef—end—the-céushingv—gr+nn+ngv
or-othernise—preparing—of—sand-ond——gravel—ans—nonme+alttie
ehemicat———and-——fertitizer———minerats———other——than--naritce
ctaasrfred-as-mintngs

tey-—canservcttron—{Fabricating-operations—performed——nt

the-stte-ef-a-construceton-dy-contractors—are—not-considered

-10~
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mandfactnrings—— Fhe-prefadbrication-of-shest-metoty—coneretey
afd-—terrazzo-—-nreatggets——and——simtiar—-construction—-materiets
ahati-pe-classified-as-nanufacturings s
tdr—~—-whelesale——and——retari-——troder——with--corporatyons
engﬁQed——+n--the——&e+4ew+ﬂg——types—ef-opefetiens~+ne%uﬁéd—fn
whotesate-—or—retari—trades
t+¥y-—eutting-and-setting-porchased-carcassess

t++——preperrina-fesd—at—groin—etevatera—and-farm—suppty

Shoruest
£+ -—stemmipg——=—=teaf-———tobaeco————— nt—————theteante
establ+shmentsy

t+vr—production—of-wiping-rogst

tvi-—-preak+ng—eaf-—hulk—and-—rediste+bution-in-amatt=r
+otsr-+ﬂe4ud+ng‘paekagiﬂgf—fepaekagéngv-o;*bott}fng—products
sueh—as~-Frquors—or—chemiecalts;

tviy—primarity-setitng-prodocta-—to-the—generad—pubtie
which-——ore-produced—on—the-ssne—premrtes—from—which—they—nore
setdy—such-as-bakeriesy—candy—storesy—iee—crean—parioray—and
eystom-tattoarss

tey-—servreet—with-tire—retreading-ond-resvridingry-—aign
pointing-ond-tetterirg—Sshipsy—und-the—preduetion—of-—-motion
pretgre———fitma-—ciassifind——ans~-servites——and——with——repair
activitiedy—with—the-——feoliowim——exceptionsy——etossified-——ns
seryieess

3——ahip-and—bont-buitding-and-repairt
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tH+4——the--rebuitding-—ef——machinery-and—eqaorpment—on—a
factory-bes+st-and

tii+it-—machirne-shep—rensaire®

Szction 14. The Department of fevenue shall amend Rule
42423514 Administrative Rules of Mgntanas to read:

"42.23451% _NEW EDRPORATION MANUFACTURER (1) A naw
eorporstion panufacturar is ones

tayr-—whreh——haa--never-—done-business—+rn—Moantano-+rn-any
corporation-prier—to-the-taxahte—year-for—whirch-—the——credet
ry—cinimedy—a-—eerporation——whieh——reportec—ur-smoatd-nave
reperted-any-state-or—federol-agency-or-——cfficer—-euthortzred
to--eotieet——taxes—measured-—py-—net-—income-—shmii-——not-pe
e}igibies

to}-—whith-—mannfactaures—a——product--which-—-w23-~—not
mam fretyred—in-—Nontano——prior-—to——thae--time whichs_gn o
particul it ithi R it ildi
1an1 X P 1 it if £ pe
Jjobs new ko the Jocality.

(7} A corporation manufacturer reorganized pursuant to
Title 35, chapter 1y MCAy as amendeds shall not be eligidble
for credit wunder 15-31-124 through 15-31-127 apd [seciien
5] MCA

$3¥-—No--eredit-—shali--be—altowed--——if——58%——0f-—a
eorparationts-——steck—is—owned-——or—controlled-—by-—the-same

individualy-corporationy-or—ansseciation——of-—-individoakis-——ar
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eeorporationsy——in——this—instanecey-—the—deparenent-presumes
dependent——corperate—statusv——-if——-}esa-—than--58%--—of———n
corporetion®*s-—stock——is——owned—or-——controtied--ny-the—same
neividaat-or-corporation-or—associntion-of —individuets—or
corperetionsy —an——applicant—for—~credit—under—-15-31-324
through~i5-31-1t2Fy-MEAv—aivali—denonserate—ita-——independent
corporate-—extatence—to—the-satisfaction-of-the-depertment
before—credit-nay-be—grantedy

14y~ —k--corporation—-formed-—-as-—-a-—joint---venturey
comprnatrony-—sdbtidiaryy——parenty-affrirotey-—mergery-—or-any
sther—kind—ef-—cooperative—action--between——two—or——mor=
corporzstiony——-which---cannot— —demonstrate-—an--independent
corporate-——extstence——shall--not--be--accepted—-az-——g--—new
corporation——hy——the-—department—for—purposes—of-+5-3i—ie4
threouoh—15-3t-1t2 ¢y -MHEAs™

Section 15. The Department of Revenue shall amend Rule
422234515y Administrative ules of Montanasy to read:

52023515 EXAPANDING €ORPORATION MANUFACTURER (1) An
axpanding eefperation Mapufacturer is one Which:

{a} was registered to do business in Montana at least
1 year arior to claiming a credit under 15-31-i24 tnrough
15-31~-127 and [section SJs MCA;

{b)y ©nas at all times prior to claiming credit under
15~31-124 throush 15-31-127 and [sectijon 5)+ MCAy complied

Wwith the raguirements of Title 35y chapter lg MlAy as
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amended; gaod

[c} has at all times prior to claiming ecredit under
15-31-124 through 15-31-127 apd_[Section S]» MCAs complied
with the requirements of Title 135y chapter 31y HKCAy as
amendedy—and

foy——manufeectures————a—produet——during-—the——peariod-—of
etigibi Hity-which-was—not—monufoctured-in—Montana—prior—+ta
that—times

(2} CLxpanding means to enlarge the facilities or to
diversify the products of a corporation which has done
business in Montana at Yeast 1 year prior to claiming cradit
under  15-31-124 through 15-31-127 gnd fsection 5]+ MCAs oy
increasing total! full time jobs attributable to Montana by
36¥——er~-mere at Jleast 30% or at least fives whichever jis
lessa The increase shall be measured as a percentage
increase of full time jobs held wWith the corporstioen
manufacturer in Montans or attributable to Montana. Tha
department shall recognize only full Lime jobs in
determining eligibility feor credit under 15-31-124 through
15-31-127 and [section 5]y MCAY

Section laa The Department of Zevenue shdall amend Rule
42232316y Auministrative Rules of Montanay to read:

522232516 [OMPLIANCE  WITH CERTAIN STATUTES REQUIRED
(L) A new or exaanding eerpeorstion ganufacturer which fails

to comply with the provisions of Title 15¢ chapter 31s MCAs

~14-
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as amendeds and Title 35y chapter ls MCAy as amendedy during
the period of eligibility shall 1lose its =2ligibility to
claim credit unger 15-31-124 through 15-31-127 and {szction
3]e MCAe™

Section 17» The Department of Revenue shall amend Rule
424234518y Administrative Rules of Montanas to read:

"4242232918 _SUBMISSION QOF EMPLOYEE  LISTS (1} ARy
expanding corporatiem ganufacturer seeking credit under
15-31-124¢ through 15-31-127 and ([sectjon S}y MCAsy shall
submit accurate employez lists to the departments s0 that
the department may determine the percentage increase of new
jobs in the taxable year for which credit is claimed.

{2) In applicable instancesy an expanding eorper=2tion
manufacturey shall submit 5 years of lists in order that an
average employment figure be determined and the number of
new employees discovereda If a eorperation Banufacturer has
not done business for a 5-year periody emplioyee 1lists for
all years of operation shall be submitteds A new serporstion
papufacturer $hall be exempt from this requirement.

(3) The ltists shall include:

(a) alil enpioyees of the existing and expanded
eorperation Manufacturer;

{k) their employment Status clearly set out (whether
fully halfy or pari~time);

{c) the position with the corporation firm;

—-15-
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{d) wages paid;

(e} the type of product produced oy those employees
employed by the expanded portion of the ecerporetion firm;
ana

{f) the number of years the employe; has  been
empl oyed."

Section 18. The Oepartment of Revepuce shall amend Rule
420235194 Admipnistrative Rules of Mantanas. to read:

“"42.224519 DCTEAMINATION QOF NEW_JUBS (1) The intent of
15-31~125¢ MCAy as amendedy is to grant credit upon wagas
paid tc new employeess The department shall determine fros
the information submitted if there has been gt Yeast 3 29%
increase in the numher of jobs or an increase of &t ledst
five jobs and that these positions are filled by newly-hired
personnel .

{2} The only employees which shall be counted in
determination of credit are those whos

tat were not employed by the eerpererion mapufacturey
within 5 years of expansiont—eand

+H)—-vre-—employed—in-production—of—the-new-product.

{3) Any employee who was employed by an existing
corporeotien manufacturer shall not be counted as o new
employee of the expanded esrporetien mamufacturer if

employment occurred within 5 years of the expansione

Lot —No———enployts———Who——Has———eaployed—if——enitating
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operations—ond——who——for—any——reason——+s——employed—in-——the
expanded-——operations--shott-——be-—counted——Ffor--purpises-—of
determiming—stigibiditys

+5y——Fhose—enployees-who-participated-in——the--pltanning
and--preparation—of-—the—expansion-of-the-corporntion-shett
not--be——counted—az———new———employees-——of--—the--—expondee
corperationsy——untessy—in—facty—these—personnel—con-be—shown
to-mave-been—hired-specifieatiy—for—the—expansian—for—which
eredib-—ts——chaimed——and—that—planning-the-expansion-was-the
oAty—activity—assigned—thems™

Section 19. The Department of Revenue shall amend Rule
42+23.520¢ Administrative Rules of Montanas to read:

“424234520 DETCEMINATION OF WAGES (1) In determining
the amount of credits +the total amount of zligible wages
paid new employees productng—the——Aew——product——or——sroducts
shall be compuited for the year in which the credit is
claimeds

(2) & taxpayer's taxable year may be used in piace of
tha 1Z-month pz2riod mandated by 15-31-125y MCAe as amendeds
for determination of the credites In cases where results from
computation of differing periods of time are found toc yi=eld
giffuring resultsy the smaller figure shall he accepied Ly
the department.™

Section 204 The Dapartment of Revenuec shatl amend Rule

424234521y Administrative Aules of #ontanas co read:
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"12e23222) AVAILABTLITY OF TAX CREDIT (1) A claim for
cradit may be made first as a neWw corporation--or
manuracturer.and thens loters 25 expansion occurss as  an
2xpanding eerperationi——no—corporation—may-quatify—as-poths
if——a—eorporation——has—-been——gronted-——credit—as—o——nexn
eorperationy—+t-may-nat-anhrequentiy-be—granted—eredit—as—an
expanding-corporatieon Manufacturer.

{(2) A eerperat+en panufacturer may claim credit due
under 15-31-124 through 15-31-12T7 and [section 5}« MCAs for
more  than one.manufacturing facility; but in no case shall
the department allow a claim for credity if the total clsim
for credit excoeeds total Jiability imposed by 15-31-101,
15-31-12iy and 15-31-122, 4CAy as amendeds

{3) A corporation qualifying under 1%5-31-124 through
15-31-127 and _{section S5}y MCAsy saall use any credit
authorized as an offset to tax liability incurred during the
period of eligibility. Earryback-and-earryover-provisvons-of
15—331—1F 442 }y~REAY——dO~—ROLt——appIy——in——taking——this—eredit
Larryoverss howevers are available as set forth in [scction
5]s MCA.™

Szction 2l The Oepartment of levenue shall amend Rule
422235224 Adwinistrative Rwules of Montanas to readg:

424234522 WdlN CREDIT MAY BP CLAIMED t3)y-——Fhe——credit
avattaptie—-dnder-—i&-3i-tds-—throvgh-—i5-31-12Fv—HEAv-may—-pe

cloimed—for—the-taxablte-year-the-sctivity-—for——unich-——eredit

-15-
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+a—elaimed-occur rede—€Eredit-nay-not—be-accumstatedy-and—-+f-8
corparation——does-put-ctairn—credit~——for-whieh—it—is—eigibie
during-a—taxabie-yeary—that—credit—+3—josts

2y—-thgibrrey—for—the—tox—eredrt-—expires-—with—-—the
corporattenta—tarebic—yeary

+3% A corporatyonm @apufacturer mway use the credit
available under 15-31-124 through 15-31-127 apd [section 5}y
MCAy only when the <corporatyen manufactyrer actually
manufactures products in this statee No claim wil) be
recognized if a corporation completes all preparatory phasas
without manufacturing a product."

Nod SECTIuN Section 22. Repealere Rule 424234517
Administrative Rules of Montanas is repesled.

NEW SZCTION. Section 23e. Applicahilitys This act
applies to taxable years beginning after December 31y 19852

NEW SECTION, Section 24« Codification instructione
(L) Section 5 is intended to be codified as an integral part
of Title 15y chapter 31y and the provisions of Title 15,
chapter 31, apply te section 5.

{2} Sections 6 through 10 are Intended to be codified
as an integral part of Title 15¢ chapter 30¢ and the
provisions cof Title 15+ chapter 32, apply to sections &
through 10

—End—
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, 19 83 , there is hereby submitted a Fiscal Note

pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembiy,
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legistature upon request,

. . ) a
in compliznce with a written reguest received January 24,

for __ Senate Bill 241

DESCRIPTION OF PROPOSED LEGISLATION:

Senate Bill 241 generally revises the tax credit available for new or‘Expanding
manufacturers and provides an applicability date.

FISCAL IMPACT:

There is no data available to estimate the fiscal impact of the proposed legislation.
The number of jobs and the payroll added by new or expanding employment cannot be
estimated for the biennium. The bill expands the tax credit to individual income

tax liabilities, which may have some additional impact on collections.

FISCAL NOTE 8:G/1

Dt
BUDGET DIRECTOR
Office of Budget and Program Planning

Date: 1'17_ {3
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Approved by committee
on Taxation

SENATE BILL N0« 241
INTRODUCED BY LEEy FABREGAy KOLSTAD,

GDDDOVER, IVERSONs GAGE

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE THE
TAX CREDIT AVAILABLE FOR NEW OR EXPANOING HANYFAEFURERS
ENQUSTRY; AMENOING SECTIONS 15-231-124 THRGOUGH 15-31-127s
MCA; DIRECTING THE AMENDMENT OF RULES 42+423s511 THROUGH
424234516 ANT  42.23.%518 THROUGH £42.23.522¢ ADMINISTRATIVE
RULES OF MONTANA; REPEALIMG RULE 4Z2+23451T7» ADMINISTRATIVE

RULES OF MONTANA; AND PROVIDING AN APPLICABILITY OATE."™

3F IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:D

Section le Saction 15-31-124y MCAy is amended to read:

"15-31~-124%s New or expanded +ndustry manufackurer
IMQUSTIRY credit —— gefinitionse As used in 15-31-124 through
15-31-12Ty the following definitions apply:

{1y %hepartmant®™ means the department of revenues

i2) “Expanding™ means to expand or diversify a present
ABRUSIRIAL operation to increase total full-time jobs by at
leasy 30% or more pi_least five JOBS. whichexer is less.

{3) “Manufecturing®--—-SHanufogturer®---means—-the--any
paTgess-—that-engades—in-a-precess-ef-mechanrcal -ar—chemiead
transformation-of-naterials-er-substences-inte-new-productsy

as--gdeseribed-~-in-—the--standard--indastriat-—crasstfrcatron
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manuat -af-1932-hy—the-affice—of-managenent-and-hodget-of—the
Uhtted-——Statesw (A} UNEW. . INQUSIRY™_ _ MEANS _ A _PERSONs
CORBORATIONs CIRMe PARINERSHIP: ASSOCIAILLN: DR _DOIBER. _GROUP
IHAY __IS__ESTASLISHED _IN MONTANA FOR THE QPFRAXION OF 4 NER
INQUSTRIAL ENDEAVOR. INCLUDING.IHE_EXBANSION DE_ AN __EXISTING
INOUSTIRYa

LB)__NEW.  INRUSTRY INCLUOES ONLY THQSZ IMDUSTRIES THAYZ

LId MANUEACTUREs _MILLs.  MINEs _PBODUCEs. _PROCESSs . OR
EABRICATE .MAIERIALS:

L11)._ 00 _SIMILAR _HORKs EMPLOYING CAPITAL ANO LABOR. IN
WHICH MATERIALS UNSERVICEABLE IN__THEIR__NATURAL . STATE._.ARE
EXIRALTEDS. . PROCESSEDs. QR _MADE___FIT. EOR _USE__QOR__ABE
SUOSTANTIALLY ALTERED QR _TREATED SO AS T0 CREATE COMMERLTAL
BEQDUCIS_OR_MATERIALSI DR

LI11) _ENGAGE . Ib. . JTHE __ _MECHANICAL _ OR. . CHEMICAL
IRANSEORMATION OF MATERIALS_OR_SUBSTANCES IMID_NEH__PROQUCIS
IN__THE_MANNER DEEINEQ_AS_MANUCACTURING IN THE 1972 _SIANDARD
IMQUSTRIAL CLASSIFICATION _MANUAL __PREPARED. _BY _THE. . UNITED
STATES QEELCE . QF _SANAGEMENT AND BUDGEYs

{C)__NEd_ _INDUSTRY DOES NQT INCLURE RETAIL QR _HHULESALL
BERLHAUIS: COMMERCEAL _SEBYICES _OF _ANY. _JIYPEe  AGRICULIUREs
IRARES s UE_BROEESSIONS s

t4y—~=New--corporation®-meons-s-corporation-engaging-in
manufactaring——-for--the--first--time——in——this---state——~-and

manafacturing-~—a——product-—not——currentiy--monofectured--or

-2= s$B 241
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substantiolty-simitar-to-a-product-eurrentiy-manafusbyred-by
thet-corporation-or-any-affiiiate-enrporation-~in-this-states
it-does-not-rctude-reorganizing-an-existing-eorporation——+n
this—state——or-—the--creation--of-—-n-parenty-subsidiaryy—or
offitinte-af-which-56N—tr—-more-i+s-owncd-onr-eantrotied-py-the
same—sersony-corporationry-or-associations”

Section 2. Section 15-31-1254 MCAy is amended to read:

*15-31-125« Determination of tax creditse A new or
expanding mamufaeturing--corporation manufackorer INQUSTRY
may receive a license tax credit based on a percentage of
wages paid its new employees within this state faor 3 period
of 3 vyears as follows: the first 3 years of operation of a
new coyrporation panufasturer INDHUSTRY or the first 3  years
aof expansicn of an expanding eorparatisn panufastures
INDUSTRYs a credit of 1% of the total new wages paid in this
states as wages are defined in 39-51-201 may be allowed. In
determining total wages for an expanding corporation
paagfactucer INDUSIBYs only those wages paid in  support of
the expansion are considered in ascertaining the credits The
ID1aL payroll  and number of jobs IN . MONTANA of the
corporatvon pangfactarer INDLUSIRY in tne it2-menth 3I6-MONTH

peried Q(R__THE _PERIOD_._OF _OPERATION. .QF__IHE _INDUSIRY_IN

MONTAdAs__WHICHEVER. . IS __LESSe Iimmediately prececding the
expansion are averaged to determine eligibility for the

credit o™
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Section 3. Section 15-31-126+ M{As is amended to read:

"15-31-126. Limitations. This credit is available only
to those new and expanding eerporotions mantfacturcra that
provirde-jobs INOUSTRIES THAI INLREASE XOTAL. EULL=IIME__J223
gy .AY_  LEASI. _30% OR_AXT_LEAST_FIVE 4085 dHICHESYER IS _LES3s
Aithin the state of Montana.™

Section 4s Section 15-31-12T7, MCAy is amended to reazas

#15=31=-12Ta Department duties. The department shail
deternine the eligibility of a-corporation pannfacturar aAb
1NQUSIRY for this credit, promulgate ruless prepare fOf"Sy
maintain recordses and perform other duties necessary to
carry out 15-31-124 through i5-31-12T7."

NEW. SECIIQHs Section 5« Carryover. (1) The tax credit
provided for in 15-31-125 may not exceed the manaofaetarerts
INDYSTAY'S tax liability for the taxabia year.

{2) Any part of the tax credit allowed by 15-3t-12%
that was not taken because cof the Tlimitation contained in
subsection (l} may be carried forward fer up to 10 taxable
yearss The carryover may not result in a credit in excess of
the manafactorerts INDUSIRY!S tax liability for any taxabhle
yearas

HEW SECTIONs Section 6« New or expanded industry
credit —~ definitions. As used in [sectlons 6 through 1C]y
tha fa1lawing definitions apply:

{l) "Department™ means the department af revenue.

—4 SE "4l
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{2) ™Expanding™ means to expand or diversify a present

operation to increase total full-time jobs by at least 30%

. or at least five J023s whichever is lass.

{3) =Manofacturer®"-peons—eny-buriness—that-engoages——+n
a--prycess—-of--mechanicat-~or--chemteat-~transformation-—of
mater+a+§-or—su§stunées-fnto-new—pfoéuetsv-as——deseriﬁed—-+n
the-seandard—industrinat-ciasatfiencion-marnnt-of-19¥2-by—the
office~—of-~management--and--badget-—af-—the--dnited-Statesy
La) UNEW__INQUSTRYY. MEANZ A, PERSQNs _CORPORATIONs _ CIfYe
BERINTRSHIPs ASSOCIAIICN: OB _OTHER GROUP THAL IS _ESTABLISHED
LM._UINYana__FOR_IHE_QPERAYION OF A NEW INDUSIRIAL ENDEAVCRs
INCLUSING THE EXPANSION OF AN EXISTING INDUSIRY.

{2y HEM_JINOUSTRY TNCLUDES ONLY THOSE_ INDUSTRIES THATIZ

L1) __PANUFACTUREs _MIiLs _MINEs _PRODUCEs _PROCESSe OB
ZASRICATE MATERIALS:

L11) RO _SIMILAR WORK. EMPLOYING CAPITAL AND_ LABOURs IN
ﬁULtﬂ_-ﬁAIiﬂlﬂhS--UEiEBMIﬁﬁAﬂLE-_IN._IHEIB.NAIUBAL_EIAIE_ABE

© KXIRACIEDs. _PROCESSEDs__ 0% __MADE_ _FII EOR USE QR ARE

SUSSIANTIALLY _ALIEBED.OR . IRLATED. S0 A5 IO (REATE COMMERCIAL
BEQDUCTS _OR_MAIERIALSZ_OR

L1IX) ENGAGE __IN___THE _ _MECHANICAL ___QOR___ (HEMICAL
IBANSEQRNATION _QF MATCRIALS QR.SUBSTANCES INIQ _NEW PRODUCTS
18 FOUE _MANNER DEFINED AS MANUFACTURING IN THE 1272 STANDARD
lﬂQUSIRI&L__CLASSIEIEAIIDH__HAEUAL__BREEAREE__BI__IHE_UNIIED
SIATES OEEICE QOF MANAGEMENT AND BUDGETS

-5= SE 241
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L0)__NEd _INDUSTRY_ODES NOF INCLUDE RETAIL _OR__WHOLESALE
MERCHANTSs _COMMERCIAL . SERVICES _OFE.__ANY TYPEs AGRICULTURE.
IRADESs OR_PROFESSIONS.

MEW_SECIION. Section Te Determination of tax credites
The individual liable for the payment of the tax imposed by
15-30-103 on income derived from a new or expanding
manufacturer may receive a credit against ths tax imposed by

15-30-102. The amount of the credit is based on a

. perceitage of wages paid its new employees within this state

for a period of 3 years as follows: for the first 3 years of
operation of a new manufacturer or the first 3 years of
expansion of an expanding manufacturery a credit of 1% of
the tata] new uéges paid in this statey as wages are defined
in 39-51-201s 1In determining total wages for an expanding
manufacturery only those wages paid in support of the
expansion are considered in ascertaining the credite The
IRTAL payrcll and aumber of jobs JIN__MONTANA of the
manufacturer in the t2-month 3¢-MONIH perlod DR, IHE__PERIQY
QE-_QiEBAILQH.QE-I&E_INQHSIEI-IN.HQHIAﬂAs_HHILHEIEB_IE_LESS;
immadi ately preceding the expansion are averaged to
determine eligibility for the. credit. If more than one
individual is liable for‘the payment of the tax imposed by
15-30-103 on income derived from a new or vexpanding
manufacturers the credit must be prorited amondg the

individuals who are liable for payment of the tax.

-6~ 58 241



10
11
12
13
14
15
15
17
18
19
20
21
22
23
24

25

S8 0241702

NEW SECIIDNa Section 8. Limitation. The credit
provided for in [section T] is available only for IQ_ THOSE
new and expanding manufaeturers-that-previde-jobs INDUSTRIES
IHAI__INCREASE. IQTAL_ . EULL=JIME _J40BS_8Y AL LEAST. 30Z QOR AI
LEAST FIVE_ JQBSe WHICHEVFR IS. LESSe within the state of
Montanas

MEH_SECIIONs Section 9. Department dutiess. The
department shall determine the eligibility of an individual
for the credit provided for 1in [section T)e promulgate
ruless prepare formss maintain recordss and perform cther
duties necessary to carry out [sections & through 10].

HEY_ SELIIONa Sectfon 10. Carryovers {1) The tax
cradit provided for iIn  [section 7T} may not exceed the
individuval®s tax liability for the taxzble year.

(2) Any part of the tax credit allowed by [section 7]
that was not taken because of the [limitation containad in
subsection (1) may be carried forward for up to 10 taxable
years. The carryover aay not result in a credit in excess
of th: individual's tax liability for any taxable year.

Section 11. The Department of Revenue shall amend Rule
42+23.511y Administrative Rules of Hontanas to read:

"5252303) 1 CKERQIT_ _FQR__NEW_ 03 _EXPANDING, EBRPOIRATIONS
MANHESEFYRERS  INOUSIRIES (1) Sections 15-31-1264 through
15-31-127 and . [sectioca__5]+r MCAy o5 amendedy allow a tax

credit aqual to 1% of wages paid by a new or expanding
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corporaticn manzfactorer INDUSTIRY s Aay corporatien
anagfactnrer INDUSTRY seeking credit under 15-31-124 through
15-31-1275 MCAs shall conclusively demonstrate its
eliqinility to the departmentse The department®s dagcisin
shall be final. -

{2) Each eorperntion mamufactorer INRUSTRY seekina A
credit under 15-31-124 through 15~31-127+ MCAy shall show:

{a) that +t—+s-e-cerporation-preregistered-parsaant—+n
Fitie-35y-chapter-ty-MEky-ays——amended the  maoufactirer.  _ is
RLeregisteced.as.a yalid sxisting busioess.under_ihe Yaws of
this.state;

{b) that jt was registered for the first time during
the tax year for which the first tredit is claimed or that
the industry meets the definition of expanding per
15-31-124, MCA, as amended; aand

{c} that the-corporation-i+s-engaged--sn-—manafactarine
the_aaplicgot is_a _menufecturer NEW. QR EAPANDING INOUSIRY as
that term is defined in 15-31-1244 MCAg-ond

td¥~—that--the-product-manufactared-+a-oner—whitch-nricr
to-its-nroddetton~by-the—csrporationy—was—not-then-ecorrentty
produced-in-thits~atate,"

Section 12 The Department of Revenue shall amenao Rule
4223+ 512¢ Administrative Rules of Montanay to read:

422232512 _PERIOD.OF ELIGIBILIIY (1) As used in this

sectiane period of elligibility means:

-8- 58 741
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fa) in the case of a pnew corporatien panufactucey
INRUSIRYs the consecutive 3-year period during which a
credit wmay be CIaimédg commencing from-the—inttial-act-of
doing-business-in-Monktans Hith_the _start of _manufecturing
QOING_QUSINESS.2ftec all plaoniggse-coonstructions and testing
haxe_2een._coapleteds or

{b)y in the case of an expanding corpsration
ononfackorer INDUSIRYy the consecutive 3-year period during
atizi 3 credit may be claimedy, commencing with preparatien
ef -~manufacture--of--the-—preduct Lthe _stact.  _of_ __sxpanded
menufackarine OBRERAIIONS following .the _completion. of all
pRlapnings. _constructions .and .testing _required . _for . the
€XRA0s ig0. '

t2y-—A--corporation--seeking--tax-—eredrt--shali-not-bse
attoned--credit--after-—the-~expiration-——of~~the——~pariod--of
et rgiritreyw———Fhis--pertod--r3-timited-to-the-3-consecative
years-foltowrng-initiat-activitys--A-corporatton--may--ciaim
credit-——far~-the——firset——year--and-third-or-first-snd-second
years-of-the-3-year-periods

£3¥42) Those periods of time before actual production
cf-—o--new--prodaet BEGINS+ during which supports plannings
construction of facilitiesy and other preparatory activities
occures shstd* may_not be included in determining the period
of eligibility."

Section 13« The Department of Revenue shall amend Rule

-9- 58 241
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42¢23+513y Administrative Rules of Montanasy to read:

_ %422232313  MANUFACTURING _DEEINED €i¥}-A-manafacturing
eorporation~+2-one—engeded-in-~the-—mechanieat——eor——emhenient
transfarmantion-of-materiate-oapr-substances-into-nen-productss
Fhe-——-mannfacturing——facttiries—nre——gavalriy--deseribed-—eas
plantsy-Ffactoriesy-or-mitis-and-eharacteristicatty-use-power
driven——-machines-———and-—-materiats--~handiing-—---equipments
Esrporations-—-engaged-——in--assembling--compoanent——-pares—of
mentafactuyred-~~pradueta-~—ra——alqo--~gans+dered-~~to-——-—-pga
manufactaringy-+f-the-new-produet—ts-neireher-a-structure-ner
other-fixed-incrovementy--includad-in-this—definition—+a-the
blending-~of--nateriatas-—soch~as-tubricating-otisr-piaseicsy
resinsy—or-tiquorss

t2}--Fhe-matertals-processed-hy-——manafactaring-——inetude
producta-—af--agrienttarer——forestryy——Ffishingy-~miningy-and
quarryinqy-aa-weli—as-prodacts-of-obther-manofacturenrys———Fhe
new——pénduet-muy-be—‘ffnished'«+n*the~ﬁense—that—+t—+s-reﬁdy
for-neitization—or-consumption-or-it-may--ba--tsemifinished®
to-~become-a-rav-materiai-for-anobther—corporation-engaged-in
further-manofactar+ngs--for-—exampley--the-—product-—eof--the
esoper--ameleer-—is--the--ran——materiat-used-in-etectratytic
refineriesy-refined-copper——+s~—the~~raw--maceriat--used-~hy
eopper—-—pire-mritst-end-copper-wire-is-the-raw-nater+at-ased
by~-certain-electrical~equipment-murufacturerss

{33--Fhe-rateriats-ased-bBy-manufactoring—estspiishments

-10- 5B 241
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may-pr-purchased——direct}y-—from--the-—purehasersy--obtoined
thfough-*-eusfumary—--trade-‘ehanne¥sv--or~—secured-~without
reeourse;te-the-market-by-transferr%ng-thc-preduet-fram-—ene
es&ah}+shneht-—to—anebher—wh+eh—+s-undér—the-same—annereh+pv
Hanufactaring-production-—+s—-usualty--coarried-—-on-~-for——the
whotesale--mearkeey—~Ffor-~interpltant-tronsferv-or—to-order-for
induztriat--usersy-—rother--thon--for--dimect--aate--te--the
demestic—consomery

t4¥t2x In instances where a classification betwaen
menufaetdring-and-~other--divistons-—~af-—the~—19F2—-Seandnrd
Indastriat-—€rnarsification——Manuet--system ELIGIBLE NEW_AND
EXBANDING INDUSTRIES AND OTHER BUSINESSES is difficults the
department shall classify according to its hest judgment.
This decision shall be finale

t53t2i-—Fhe-foltaming-activitinsy~atthough--not-—aiways
eansidered-as-manufacturingr-are-so—etassifieds

fu1—-m+¥k—bott*%ng~aq¢-pasteur+ziagf

tby——Fresh-Fish-packagings

fe)-—apparet---tobbing-—-{assigning——of-—mnaterinis--to
eentroct~-Factories-~or--shepa-—-for--fabrieation--er---other
centroct--operattonsi-—-as--wetl--as-contracting-on-materiats
owned-by-oatherss

td3~~pubtishings

fpf-—reaﬂr-n+xed-eonerete-preduet+onf.

tF¥~-teather-convertingt
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t9¥--¥eggingt

A¥--wood-preservingt

ti3-~various-service—indasttries——to-—the——manufaetarinng
tradey--saeh-——as-typesettingy-engravingy—piate-prineiagy-nnd
praparation-of-eleetrotyping-and-stereotype-platesy-bhot--rot
bptusprinting-or-photocopying-servicess

t3r-~eteckropltatingy——platingy-netai-heat—trearingr-ond
potrtshing-for-the-trades

tky-—tapidory-work-for—the—trades

t+}~~Fabricating-of-signe-Snd-advercising-displayss

(6}—-¥here—are*e¥se-1one—meﬂgfaetufingwtrpe--aetiviréeﬁ
performed—-by-—corporotions-—-which—-sre-srimarity-engaged-+n
rerivittes--covered—by--ather——divisiony—-of--the--Standard
fndostriat--Etossifieacrion-~Manunat-nf-19Fevy-and-are-thus-not
elssrified-—as——panufactaringe——~A~—few——of-—tha--—+mportant
exanples—aras

tay-~egricuitarer——Fforestryy—and-fishing-{Processing-on
farms- is-not-conmsidered-nanafactaring-if-the--raw-—materiails
are—-groxn——on-—the-~farm—and-+f-the-manufacturing-eactivities
ares-on~a-smati-senie~—without——the——extensive--uae——af~—paid
+ubor--f--Bther—--exe+us+nne-~-afe—‘-custan--grist«-u+}}+ngr
threshingy-and-cotton~ginninge)s

tbi-~nintna-with-—the-——-dressing-~and-—bdenefireiating--of
orest- ~the——preskingy——washingy —and--grading--of--coalp-the=

erayhing-end-breaking-of-stonet-and-the-crushingy-—grindingy
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ar--nt hevrwise--preparing--ef-sand-and-qraved-and-noamecatktic
chemit a¥——~and--fertitizer-—-ninerots-—-other-——than——-barite
etasstFred-as-minings
tey--constraceton-—{Fabricoting-cperations-performed-nat
the-stea-af-z-constrdecion-by-eontractors-are—not-considered
manufactarinqe-—Fhe-prefabrication-of-sheet-metoty-conecretey
afd-ttrrazzo-produs ty--and-—simitar—-—construction-—materints
shatt-pa-ciassified-as-manufactoringeyt
frat-—whotesrnte—~and-—pretait--tradey——with-—corparations
engoged-in—-the-fottowing-types--cof-—operations-—inetuded--in
nhotesate-ar-retait-trader
tHy--cutring-and-se}ting-purchased-careassesy
t++1—-preparing-feed-ot-gratn-etevators-ond-farm—saoppty
storess
t¥fry-—stemming-~=-—=teaf--=== tobacco~-~wgt-=—=-wholteante
estabtishmentss
tivy--production-of-wipitng-rogsy
1y}—-areak+nq—ef—bu%k—-end——reﬁistribue+on—-+n——sm9+}ef
imtay-tnetnding-packagrngy-repackagingy~or-boteing-predaocts
suchwaan#iquors—or«ehem+ca}st
tviy--nrimarity--setting-producta-Lo-the—genaratl-publie
whieh-are-produced-on-the-sane-premtscs-from-which-they--are
sotdy-such-as-bakeriesy—condy-storesy—ice-cretm—partorsy-and
edstom—tatrorat

tey--services-with-tire-retreading-snd-rebuitdingr-sign
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painting-—and--}ettering-shipsy-and-the-produetion-of-motion
pteture--fitma-~ctassified--as--services——and-—with-—-repair
eetivitiesy-—with-—the--foliowing——execeptionsy-ctassifted-os
ssrvicess

ti#y--ship-and-boat-buitding-snd-repairy

fi+i*-thé-rehu+%d+ng-af—neeh+ner7-and--eqn+pmene—-on--a
factor y-bestst-and

t+iri-—machine—shop—repairy®

Section l4. The Department of Revenus shall amend Rule
42.23. 514y Administrative Rules of Montanas to read:

"42e23a21% _NEH _CORPORATION--MANDFASTURER _INDUSIRY -—-
ELIGIIILITY ¢iy-A-mew—-corporation manufacturec~+as-ones

{a)--which-has-never-done-basinesa—in——-dontana——in-—-any
corporation——prior-—to-the-taxabie-yeor~for-which-the-eredit
ta-ctaimedt-a—corporation——-whieh--reported~-or-—sthoatd-—heve
reporhed-—-any-—~state—or-fedopral-aqency-or-officer—nathorizced
to-coltect-—taxes-——meashrad-—-by--Aet-~income——shali-—-not——bhe
etigibtes

toy-—whith-—~nanofactures———a-—produet——whiech——was——not
manafactured-in-MNontara-pricr—~to-«that-——time whichyx--on-:-n
pactisukar-caite-owithio--Hontenss-cis-either-boitding-a-nen
ptrant-or-reapening-an-exiatina-piant-with-the-effect-of--net
jaba=new-to-tha-ksentitys

{2+ A corporation mangfactorer HSUSINESS QR _INDUSIRY

reorganized pursuant to Title 35y chapter 1y MNCAy as

14— S8 241
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amendads shall not be eligible for credit under 1%5-31-124
through 15-31~12T gnd {section 5]+ MCA.
t34-~No——eredit-—shal}--pe—asttowed——if-n-58fc--of-—-a
¢orpsfat+$nls—-steek—-is——ouned——of-—cantre++ed~-by—the—same
individualy-corporationy-or-assoeiotion--of—-individuats--or
corporationsy~--in--thita--instancey--the-department-presumes
dependent-—corporate-—statosvy——tf——tess-~than--56%-—-af-—-n
eofpefation‘s—-eeoek——i:——euaed——or——eeﬁtrs++ed-—by—the—same
tndéviduat-or-corparation-~or-assoeiation-of--individuata--or
corparattonsy-—-an--epplicant--for--credit-—under—-i5-3i~124
threaqh-15-33~12Fr-HEhy—shalt-~demonstrate-——its——indapandent
eorporeate--extstence——to--the-satisfaction-of-the-denartment
before-cred+t—muy-be-grantedsy’
t4}-—A--eorporation—-forned---a3---a--—fjaint-—-venturey
esmbinationy--subsidiaryr-—parentv-affitiater-mergesy—or—any

other--kingd—-cf--coaperative--action--between—-two-—or-——more

carporatrons—--which~——cannot~--demonstrate--an-—independent

eofpefote—-ei?stence——she4¥--ﬂot——be—-accepted*—es—--n-*-ne-
corperation--by-—the-—department-—for——purposes—of-+5—3+-+24
throtqh-15-35-32Fy—MGAwn
Section 15+« The Department of Revenue shall amend Rule
42423+5159 Administrative Rules of Montanay to read:
422232315 _EXPANDING EORPORATION-MANHEACEURER _INDUSTRY
==-ELIGIBILIIY (1) An expanding corperation maooufacturer

INQUSTRY is one which:
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{a) was registered to do business in Montana at Teast
1 year prior to claiming a credit under 15-31-124 through
15-31-127 and [section 5]y MCA;

(b) nas at all times prior to claiming credit un’er
15-31-124 through 15-31-127 aod. [section 51y #CAs complied
with the requirements »5»f Title 35y chapter Ly 04 s
amandads; ang

{c} has at al} times prior to ciaiming credit unuer
15-31-124 through 15-31~12T ang [sectlion 5} MCAsy complien
with the requirements of Title 15y <chapter 31, MCA; as
amendedr-and

‘fﬂf—-ﬁaﬂbfﬂetHFes—-ﬁ——pfeﬂueb-—dufing~-the--period—-*of
etigirbitity——whieh--was-not-manafactured-in-Hontana-prror—to
that-eimes

- {2) Expanding means to enlarge the facilitles or to
diversify the products of & cCorporation which has gone
pusiness in Montana at Yeast 1 year prior to claiming credit
under 15-31-124 through 15-31-127 and_[sectign 5]¢ MCas DYy
increasing total full time jJobs attridbutable ta Montana Ly
384-er-more gt.least 30% or_at.lecast five JOBSs wbichever is
Llesse The increase shall be measured as a percentage
increase of full time jobs held with the cerperation
nannfactnrer INJUSIRY in Montana or attributable to “Montana.
The aepartment shaldl recognize onlty full time jobs in

determining eligibility Ffor credit under 15-31-124 through

16~ T SB 24l
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15-31-127 and.[section_3le MCA"®

Section 16« The pepartment of Revenue shall amend Rule
4242345169 Administrative Rules of Montanay, to read:

"42+232316 _COMPLIANCE WITH CERTAIN _SIATUTES REQUIRED
(1} % new or expanding corperetion songfacturer [HOUSIRX
which fails to comply with the provisions of Title 154
chapt>r 31y MCAy as amendeds and Title 35y chapter 1 HCAs
as amendedy during the period of eligibility shall lose its
eligibility to claiwm credit upder 15-31-124 through
15-31-127 and.[sectign 3]s MCA.™

Sectiaon 17+ The Department of Revenue shall amend Rule
42423.518y Administrative Rules of Montanas to read:

522232918 _SUBMISSION. OF EMPLOYEE _ LISYS (L) An

.expaniing corporatten manufackuorer INDUSIRY seeking credit

a)de( 15—31—12% through 15-31~127 and. [sectign.. 51s MCA,
shall submit accurate employee lists to the departments S0
that “ne department may determine the perceptage increase of
new jobs in tha taxable year for which credit is claimed.
{2) In applicable instancess an expanding corporation
ganafsctorer INODUSTRY shall submit 5 years of 1lists in order
that an average employment figure be determined and the
number of new employees discovered. If a=--corporatvon
nengfacearer ANM_INDUSIRY has not done business for a S-ysar
periody employee V1ists for all years of operation shall be

submitteds A new corperation manufackures IHOUSIRY shall be
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exampt Frém this requirement.

[3) The lists shall include:

(a) .a]] employees of the existing and expanded
cerporation manufactorer INDUSIRY:

{b) their employment status clearly set out (whether
fully halfsy or part-time);

{(c) the position with the corporation firm;

{d} wages paid;

(e) the type of product produced by those employees
employed by the expanded portion of the corporatien ficm;
ana .

(f) the number of years the employee has been
emnployed.”

Section 18« The Department of Revenue shall amend Rule
42423519y Administrative Rules of Montanas to reads

429234512 DETERHINATION OF NEW.JOAS (1) The intent of
15-31-1254 MLCAy as amendedy i5 to grant credit upon wages
paid to new employeese The department shall determine from
the informatioa submitted if there has been a2t _least a 30%
ircrease in the number of jobs gr_gp locrease.__of _at least
fixve_jeobs and that thése positions are filtled by newly-hired
personnel.

{2} The only emoloyees which shall be counted in
determination of credit are those who#

tay were not employed by the ecorperation pnanufacturer

~18~ 58 241
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INDUSTIRY within 5 years of expansiony-end
tb)-~are-employed-in-production-ef-the-nen-preduce.

{3} Any employee who was employed by an existing
carparation maaufactarer INDUSIRY shall not be counted as a
new employee of the expanded eorperetton manufacturer
INQUSIRY if employment occurred within % years of the
expansions

t9¥——Ho---employee—-—whoé--—-was-——-enpleyed-——-in--ex+ating
operations-and--whe-—for-——-any-—reason--is——emptoyed-—in--the
expanded———operations--shalti-—be--connted-—-for-~pursoses——pof
determining—ctigibiditys

{53¥-—Fhose-employeea-who-participated-in--the--planning
and--preparation-~of--the-expansien—of-the-eterporation-shetd
not--be--ecounted-—~as-——new——-enployees-~—of--—tha---expandee
corporationsy-—~untessv-in-facty-these-personnet-can-be-shown
to-have-been-hired-spectficaliy-for-the-expanston-for--which
eredit~—to-~¢taimed--~and-thot-pianning~the-expansion-was—tne
enty-aetivity-sssigred-thens™

Section 19. The Departwent of Revenue shall amend Rule
42+23.5204 Administrative Rules of Mantanay to read:

"424232520 DCTERMINATION OF HWAGES (1) In determining
the amount of credity the total amount of gliglble wages
paid new employees productng-the--aew--produet——or--prodncts
shall be computed for the year in which the cradit is

'

claimade
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{2) A taxpayer®s taxable year may be used in place of
the 12-month pericd mandated by 15-31+125s #CAy as amendedsy
for determination of the credit. In cases where results from
computation of differing periods of time are found tn yiald
differing resultsy the smaller figure shal) be acceptea by
the departmente®

Section 20 The Department of Revenue shall amend Rule
42.23s521y Administrative Rules of Montanas to read:

"422230521 _AYAILABILITY OF TAX CREDRIT (1) A claim for
credit may be made first 2as 2 new eorporatron—-—or
nanufackurer INGUSTRY and _thens laters as.expansiop...ocourss
as an  expanding corporatient-no-corperation-may-qualify-as
bothe-if-a-corparation-has—been-—-grented--credit-—as—-o-—-new
cerporationy—+t-mey-not-subseqaentty-be-granted-credit-as-an
expanding-corporatien maggfucturer INDURIRY.

(2) A--eorporetion rpanufogturer AN_INZUSIRY may clain
¢credit due under 15-31-124 through 15-31-12T and. _{ssctian
9]+ MCAs for more than one mamufecturing facility; but in no
case shall the department allow a claim for credity if the
total claim for credit exceeds total 1labhitity imposed by
15-31-101s 15-31~1214y and 15-31-122y MCAs as amended.

(3} A-——copporatien AN_. _INDUSTIRY qualifying under
15-31-124 through 15-31~-127 and {(seckian 3]+ MCAy shall wuse
any credit authorlzed as an offset to tax liability incurred

during the period of eligibility. Earryback-and-carrycver
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provisions-of-15-31~114{2}y-HEAr-da-noc-appiy-in-taking-this
credit Carryoverss. howewers are availahle.as .ser  forrh ip
(section_S]s HLA®

Section 21« The Department of Revenue shall amend Rule
42423.5229y Administrative Rules of Montanay to read:

F422232222  WUEN. CREQDIT_ _MAY BE_(LAIMED ¢i)—Fhe-credit
avaiishie-—onder—$5-31-134-threagh--15-3t-12Fy——MEAY——may-—be
c#aimed--For--the-toxab%e-yeof-ehe—act+v+ty-for*nhieh-?redit
ts-cinimed-oceurreds—-credit-may-not-be—nceumatotedy-and-+f-n
sorporation-dees-not-ctaim-credit--for~whieh-it-is——eligible
during-a-~toxebte-yearr-that-credit—fa-}osts

t2y--EHiaihitiry-——For-~the—tox-eptdit—expires-with-the
esrporationta-taxasbite-years

£3)--A-corporation gsnuffcturer LLL_AH_LNQUEIBX may use
the credit available under 15-31-124 through 15-31-127 and
{section_.5]y MCAy only when the esrpsratien pantfacturer
1HQUSIRY actually mepufactures-prosuets COMMENCES OPERATIONS
in this states No claim will be recognized if a-~eorporation
AN __ _IS8QUSTIRY completes all preparatory phases without
wanufsctoring-a-produaee (DMMENCING OPERATIUNS.

(2) L€ A__NEW_OR__EXPANDING MANUEACTURER  (EASES. IO
GRERATEs EXIIUER__TRMPORARILY _OR _PERMANENTLY. UNDER NORMAL
CONDITIONMS Td€ 3=-YEAR PERIQD _OF ELIGIBILIIY. EOR__THE _CREDIT
CONIINUES. UNTIL. II3 _NOBMAL _SXPIRATION _DAIE. IF_ANOIHER
IRCAIMENT WOWL0 BE_REMEEICIAL. IO_ ¥FHE _NEW__INDUSTRY OR A

-21- SB 241
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SUCLESSNB__INDUSTRY s  APPLICATION FOR THIS JAEATMENT MUST BE
MARE_TO. IYE..RERARIMENT DIRECTDOR.™

NEH_SECIION Section 22. Repealers. Rule  42.23.517,
Administrative Rules of Montanas is repealed.

NEW_SECTION. Section 23s. Applicabilitya This act
applies to taxable years beginning after December 31y 19B2.

MEH_SECTION. Section 24« Codification instructions
(%) Szction 5 is intended to be codified as an integral part
of Title 15y chapter 31y and the provision§ of Title 15,
chapter 31y apply to section Se

{(2) Sections & through 10 are intended to he codified
as an integral part of Title 15, chapter 30, and the
provisions of Title 15s chapter 30y apply to sections 6

through 10.

=End-
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STATEMENT OF INTENT
SENATE BILL 241

This act makes major changes to the provislons ralating
to the corporate license tax creadit for new and expanding
manufacturers and wmakes the credits availabla to gualified
individual income taxpayerse. The Department of Revenue has
existing rulemaking authority with respect to the corporate
Jicense tax and has adopted rules which are more restrictive
than the legislature intendeds This act therefore directs
the Ozpartment of Revenue to amend its existing rules to
make them less restrictive.

This act authorizes the Department of Revenue to adopt
rules to implement sections & through 10 of the acte
Sections 6 through 10 are the provisions of the act which
relate to the individual lncome taxpayers It Is the Intent
of the legislature that the rules adopted pursuant to the
rulemaking authority granted in this act be essentially the
same as the rules which implement the corporate license tax
provisions as they retate to new and expanding

manufacturers.

THIRD READING
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SENATE BILL NOe 241
INTRODUCED BY LEEs FABREGAs KOLSTAD.

GOODOVER, IVERSONe GAGE

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE THE
TAX CREDIT AVAILABLE FOR NEW OR EXPANDING MaANUFACTURERS
INDUSIRY; AMENDING SECTIONS 15-31-124 THROUGH 15-31-127,
MCA; DIRECTING THE AMENDOMENT OF RULES 42.23.511 THROUGH
42232516 AND 42+23e518 THROUGH 4Z2+23.522y ADMINISTRATIVE
RULES OF MONTANA; REPEALING RULE 42423.5179 ADMINISTRATEVE

RULES UF MONTANA; AND PROVIDING AN APPLICABILITY DATE.®

BE IT ENMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 15-31-124, MCAs is amended to reads
#]15=31-12%. HNew or expanded +ndustry panufacturer

INBUSIRY credit —— definitionse As used in 15-31-124 through

15-31-127+ the followling definitions apply:

{1) ™Departwent® means the department of revenue.
(2) ®Expanding" means to expand or diversify a present

INDUSIRIAL operation to increase total full-time jobs by at

least 30% or mere at_least five JOBSa-whichewer is_lesse

(3} *Mapufsecdringi-—-2Manyfacturee®-——-means——the-—-any
againeaz—thot-engages-tn-g-process-of-mechonieal-or—ehenical
transfarmatien-sf-materiats—or-substanees—into—new-praductay

as--desepibed-—in-—-the-—standard——-indestriat-—ctasstfication
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nanval-of-19¥2-hy—the—of fice-of-monagenent-and-bodgar~sf-the
United---Statess (A} ZNEW_ _ _INDUSTRY™ __MEANS A PEBSON.
CORPORAIIONs EISMs PARINERSHIFe ASSOLIATION:.OR OTHER. GROUP
IHAY XIS _ESTABLISHED _IN MONTANA _FOR THE OPERATION OF A NEW
INQUSIEIAL_EHDEA!nﬂa_INLLMDINE-IHE_EKEAHSIOH_DE.AH._EXLSIIHS
1MOUSIRY s

4B} _MEM_ _ INOUSIRY XNCLUDES ONLY IHOSE.INDUSTRIES JHATZ

411 __MANUFACTUREs #MIiks _MINEs PRODUCEs PROCESSe  OR
EABRICATE MATERIALS:

411) DO __SIBILAR. _WORKy EMPLOYING CARITAL _AND (LABORs IN
MHICH MATERIALS UNSERYICEABLE IN _THEIR _NAXURAL __STATE _ARE
EXIRACIED.  PRUCESSED. . OR __MADE __FXI__EOR__USE OB _ARE
SUBSTANIIALLY aJTERED DR _TYREATED SO AS JO CREAYE COMMERCTAL
BRODUCIS OR_MATERIALS: OB '

L111) ENGAGE IS . THE . MECHANICAL. . OB CHEMICAL
IRANSEQRMATION OF SATERTALS..OR_SUBSTANCES INIQ _NEW PRODUCIS
IN__THE NANNER DEFINED AS MANUEACTURING IN_THE_ 1372 STANDARD
INDUSTRIAL_CLASSIEICATION MANUAL _PREPARED__BY _THE UNITED
SIAXES QFEICE OF MANACEMENT AND BUDGETa

{C)__MEW _INDUSTRY DOES NOT INCLUDE REYAIL OB _WHOLESALE
HERCHANT S LOMMERCIAL SERYICES _QF _ANY _JTYPEs _AGRICULIUREs
IRADES: OR_BBOEESSIONSS

t43-~"New--corporation®-neans-a-corporation-engaging—+n
nanufacturing-—For-—the--first--ttme--in--thigs-——9tate---ond

mangfaeturing-——a-~product-—not--eurrentiy—-manafactured--or

—-2- 5B 241
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subatantialiy-riniter-te-a-preduct—currentiy-manufoctured-by
that-corperatian-or-any-offitiate-corporation-in-this-states
+t-does—net—+ne%ude-reergaaiz%ag-en—eu+st%ng—eerporet+en--+n
this--stete——or-—the-—ereation——~of--a-parenty~subsidiaryy-ar
affitiote—of-which-56%-or-mere—is~owned-or-controtied-by-the
ssae—-persony-corporationy-er-assasctatione™

Section 2« Section 15-31-125, MCAs is amended to read:

"15-31-125« Determination of tax credite A new or
expanding manafecturing--corporeotion papufasturer INOUSIRY
may receive a license tax credit based on a percentage of
wages paid its new employees within this state for a period
of 3 years as follows: the first 3 years of operation of a
nNew esrporotion annufastyeer INDUSIBY or the first 3  years
of expansion of an expanding ecerporation gpanufacturer
INQUSTRYr a credit oF»lz of the total new wages paid in thls
states as wages are defined in 39-51-201 may be alloweds In
determining total wages for an expanding cerporatien
pantfacturar INDUSTRYs only those wages paid in support of
the expansion are considered in ascertaining the credits The
I0IAL  payral}d and number of jobs I&__MONIAMA of the
corporation pannfactorer INDUSIRY in the $2-memth 346-MONTH
period QR_ _THE..RERINQ..QF _OPERATION OF THE_ _INDUSTRY IN
HONTAMAS WMICHEVER 1S LESSs immcediately preceding the
expansion are averaged to determine eligibility for the

credit,”
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Szction 3« Saction 15-31~126, MCAy is amended to read:

"]15-31-126« Limitation. This credit is available only
to those new and expanding eorporstiens aasufattuycsrs thet
provide—jobs INDUSIRIES THAT INCREASE TOTAL _EULIL-TINE__JOBS
BY__AT__LEASY__30x OB AY LEAST FIVE JOBS. WHICHENER IS _LESSe
within the state of MHontana."

Szctlon %« Section 15-31-12T, MCAs is amended to read:

"15-31-127. Department duties. The dapartment shall
determine the eligibility of s-corpsracisn mnnufactneere AN
INOQUSIRY for this credity promulgate rulesy prapare formsy
maintain recordsy and pearform other duties necessary to
carry out 15-31-12% through 15-31-127."

NEN_SECIIDN: Section 5« Carryovere (1) The tax credit
provided for in 15-31-125 may not exceed thea manafastaresris
INGUSTIRY®S tax ljabllity for the taxable year.

{2) Aany part of the tax credit allowed by 15-31-125
that was not taken because of the 1limitation contained in
subsection (1) may be carried forward for up to 10 taxable
years-rrhe carryover may not result in a credlt in excess of
the asnnfaectarers®s INDUSTIRY'S tax liabiVity for any taxable
yeare

JEM_SECIION: Section 6+ Naw or expanded Iindustry
credit -- definitions« A5 used Iin {sections & through 10},
the following definitions apply: 7

{1) *Department®™ means the department of revenue.
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(2) ®Expanding® means to expand or diversify a present
operation to increase total full-time jobs by at least 30%
or at least five JOBSe whichever is lesse.

(3) -ﬂoqufeetufef'-neons-oﬂy—bus+neoe-ehae—engages—-ia
a--proycesy--of -—meehonieat-—or-~ehemtcat-—eransformation—of
neteffn}s-or—substonees-+nto~new—pfoduetsv4as-—dqaef+bad——+ﬂ
the—stoAdord—industf&a*-e*nss‘f&eae+an-lanua¥—of—i9¥i—h7—the
office~~of--managenent--and--budget--of-—the--tnited=-5tatesy
LAY _ZNEW__INOUSTRY™ _MEANS A _PERSONs: CORPORATIONs _ FISM,
EARINERIHILS ASSOCIATION: Q8 OIHER_GROUP THAT_ LS ESTABLISHED
IN__MONTANA__FOS_THE OPERATION OF A NEW INDUSTRIAL ENDEAVORe
INCLUDING THE EXPANSXON OF AN EXISTING JINDUSIRY.

Lﬂl..NEH.INﬂuSIBI_IHSLHEES.ﬂ!L!.IHBSE_INDHSIEIES._IAAIi

LL) _MANUFALTURE. MILLs MINEs PRODUCEs PROCESS. DR
EABRICAYE MAIERIALSZ

LI1) DO _SIMILAR WORK. EMPLOYING CAPITAL ANO._ LADORs _INM
WHICH _MATERIALS  UNSERYICEABLE _IN_ THEIR MATURAL STATE ARE
EXYRACIEDs _PROCESSEDs _OR__MADE _EXT___FOR___USE __OR.___ARE
SUBSIANLIALLY ACTERED OR TREATER SO AS IO CREATE COMMERCIAL
PRORUCTS OR_MATERILALS:_OR

LI1X) ENGAGE _ XN _ THE ___MECHANICAL ___OR _  CHEMICAL
IRANSFORMATION QOF MATERIALS OR SUBSTANCES INTO NEW PRODUCTS
I8 IdE MANNER _QEEANED AS_MANUFACTURING IN IHE_ 1912 _STANCARD
INOQUSTRIAL __CLASSIEICATION _MANUAL __PREPARED _QY__THE UNITER
STATES OFFICE QF MANAGEMENT AND _BUDGET.
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LC)__NEW_INDUSTRY DOES NOT INCLUDE RETAIL_OR. WHOLESALE
HEBCHANISe  COMMERCIAL _SERVICES OF _ANY TYPEs AGRIGULTURE.
IRADESs OR _PROEESSIONS.

NEM_SECII(QNa. Section 7. Determination of tax credite
The individual liable for the payment of the tax Imposed by
15-30-103 on income derived from a new or expanding
manufacturer may receive a credit against the tax imposed by
15-30-103. The amount of the credit is based on a
percestage of wages paid its new employees within this state
for a period of 3 years as follows: for the first 3 years of
operation of a new manufacturer or the first 3 years of
expansion of an expanding manufacturery a credit of 1% of
the tstal new wages paid in this state, as wages are defined
in 39-51-201. 1In determining total wages for an expanding
manufacturers only those wages. paid in support of the
expansion are considered In ascertaining the credits Tha
IO0XAL payroll and number of jobs JIN__MONTANA of the
mapufacturer in the t2-month 36-MONIH period QR__THE PERIQD
QFE_ QP EBATION OF THE INOUSIRX_IN. MONIANAe WHICHEVER IS LESSs
immedi ately preceding the expansion are averaged to
determine eligibility for the credite If more than one
individual is liable for the payment of the tax imposed by
15-30-1903 on income derived from a new or expanding
manufacturery the <credit must be prorated among the

individuals who are liable for payment of the taxs
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NEW _SECTIONS Section 8., Limitations The credit
provided for in [section 7] is available only for IO __THOSE
new and expanding menufacturers-that-provide—jobs INDUSTRIES
IHAT _ INCREASE.  JOTAL _FULL-TIME _JORS BY AT.LEASI 30X OR_AY
LEASI ELYE JOBSs WHICHEVER IS -LES3x within the state of
Montanae

NEM_SECTION. Section 9. Department dutiesa The
department shall determine the eligibility of an individual
for the credit provided for (In [section T)e promulgate
ruless p;epare formsy maintaln recordse and perform othgr
duties necessary to carry out fsections 6 through 10]«

MEHW _SECTI(Ns Section 10. Carryovers 1) The tax
credit provided For in [section 7] may not exceed the
individual®s tax liability for the taxable yeare

{2) Any part of the tax credit allowed by [section T}
that was not taken because of the 1limitation contained in
subsection (1) may be carried forward for up to 10 taxable
yearss The carryover may not result in a credit in excess
of the Individual®s tax liability for any taxable year.

Section lla The Departament of Revenue shall amend Rule
42423511y Administrative Rules of Montana, to read:?

"422232511 CREQII _FOR._NEW. OR_EXPANDING ERRPORATEONS
HANUFAETWURERS _INDUSIRIES (1) Sections 15-31-124 through
15-31+127 and _[sectign_.5]}s MNCAs» as amendeds allow 2@ tax

credit equal to 1% of wages paid by 3 new or expanding
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corporation mangfackturer INDUSTIRY Any corporatian
ppopfactyrer INDUSTRY seeking credit under 15-31-124 through
15-31-31 274 MCA, shall conclusively demonstrate its
e)igibility to the department.s The departmentts decision
shall be final.

(2) Each corporation ponufacturer INDQUSIRY seeking a
credit under 15-31=124 through 15-31-127y MCAs shall show?

(a) that #e¢~+s-a—corporation-preregistered-pdrsgant—to
Frete-35y-chapter-tvy-MEAy-as——amended the aanufacturer s
areregisteced as.a walid existing busingss uodec.the . laws of
this.state;

(b} that it was registered for the first time during
the tax year for which the first credit is clalmed or that
the industry meets the dgfinition of expanding per
15-31-1249 MCA, as amended; and ‘

{c}) that the-corporation-is—engaged--in—-manufaesaring
the.asplicant. is s mannfeckarer NEMW O CXPANDING TNQUSIRY as
that tera is defined In 15-31—1241 MCAg-and

{tay—-thot--the-product-mantifactdred-ta-oner-uhdeh-prior
to—ita-production-by-the-corporationy-was-npot-then-correntdy
produced-in—this-seate.”

Section 12« The Department of Revenue shall amend Rule
422345124 Administrative Rules of Montanay to reads

*52a23a35)12 _PERIOD OF ELIGIBILIIY (1) As used in this

sections period of eligibility means:
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{2} in the case ©Of a new corperation sanufackurer
INDUSIEYs the consecutive 3-year period during which a
credit wmay be claiwedy commencing From~the—invrtiat-ace—eof
doing-business-in-Nentane with the stact.__of  saonfacturing
DOING BUSINESS after 211 plaonings coostructions and testing
baxe_pego.complated; or

(b in the case of an expanding eorperation
mapufacturer INDUSIRXs the consecutive 3-year period during
which a credit may be claimady commencing with preparation
of--manufacture~~-pf--the--product the stact__of __expanded
sgpufactoring OPERALIQNS following . the _completion. gf all
plaoniogs_.constructions _and _testing _required. for  the
expansione

te}*~A-—corporat+on——seek+ng-—tnn--eredit-wsﬁe{%-not—he
attowsd—credit-~after--the--expiratien-—of--the-~pertod——of
etigibttirtys———Fhis——period-—is-Himited-to-the-3I-conseentive
7ears-Fo&%o-ing-initia}-oetivityv—-ﬁ—eofporation--nay--e¥a+n
eredit-—for-~the--firat-—year——and-thivd-or—first-ond-seeond
years-of-the-3-year-periode

€¢39L2) Those periods of time before actual production
of--a--new-~prodasct BESGINS+ during which supports pltannings
construction of facilitiesy and other preparatory activities
accury =had} pay _ggot be included in determining the period
of eligibility."

section 13. The Department of Revenue shall amend Rule

- 58 241

-

- > v P W N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

23

SB 0241/02

42.234513¢ Administrative Rules of Montanas to read:
*52223a513 MANUFACTURING _DEEINED <€iyr-t—manufmeturing
eorpofat*en-f:-one—engajad—+n--the--lcehenieel——ef—-ehenéea1
transformation-of-naterials-or—substances—into-new—productss
Fhe-—manefactoring--Ffaeidities—are——usualty-—-deseribed--as
plontsy-fectorieay-or-aiits-and-characteristicaliy—use-—power
driven———machines—--and-~~materiats-—-handiing----equipments
Eorporations---engaged-—in--asssembling--component--purts-—of
mannfactured—-products--~are---also---considered-—rto——~——pe
nsnnfaeterfngy»éf-ehé—neu—product-fs-ne+ther-a-structure-ner
other-fixed-inprovements--inctaded-in-this—definition—fs—the
biending-—af—-nater&o+s--sueh—as—}ubv+eat+ng-oi%sy-§+ast+esv
resrnyy—or-Higoorss
t23-—~¥Fhe-natesiata-precessed-hby-—manofacturing~—~+nctade
products--of--agricuitures-~forestryvy—Ffishingr-—mintngvrend
Auarryingy-ss-weti-as-prodocts-of-other-menufacturersv——=Fhe
neu--product-nay-be-Sfinished®-in-the-sense-that-tt-is-ready
for—dt+ireation—or—consunption-or—it-may--be--"senifinished*
to--pbecone—a-raw-material-for-another—corporation—engoged-in
farther-maanufacturinges-~For-—axempdey——the--product--of--the
eopper-—smetter——ta-—the—~rap——materiat-ased-in-etectretytie
refintrirest-refirned-copper——is-—the-—raw--mater+at--nsed-~by
eopper--nire-miilsy-and-copper-wire~is-the-ron-moterint-used
py-—certain-e}ectricat-equipment-nanufacturerssy

t3r--Fhe-noteriate-osed-by-nanufacturing-ecatabd ishments
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nay~-be-purehased--directiy-~Fram——the--purchosepsy--obtained
through---custemary—--trade--cheannetsy--or--secured-~without
recour se—to-the—narket-by-transferping-the-product-from--one
estoblishnent~~to—snother-which-+a-undeé-the-same—ownershipe
Manofacturing-produstion--ta--usuaiiy-—ecarvied--on--for-=the
whotesnte-~markety——for-interpltant-tranafery-or-to-order-for
indostriat~~vseray--rather-—then-~for--direet--gote—-to--the
dosestic-Consuners

43223 - In instances where a classification betwean
nangfacturing-end--other--divisions-——of-—the—-1972--Seandard
Industriat--classification——Monuai--system ELIGIBLE MEW AND
EXPANDING INDUSTRIES AND OTHER_BUSINESSES is difficulty the
departaent shall classify according to its best judgmente.
This decision shall be finala

53¢23--Fhe—Foltewing—activitiery-at though-—not--atnays
considered-ns—montfocturingy-oare—ao—classifieds

tat——aiHe-bottiing-and-pastedrieingd

thy——Fresh-fish-packagingtr

ter--apparel——-jobbing--—tassigning-——-of--materiats—es
eontract——feetories——or-—shops-—for--fabrication—or—-other
contract--operationsi——as--well-——na-contpacting-on-materiata
owned-by-otherst

tdt-—-pob¥ishings

te)-—-ready-aixed-concrete-productiont

$F3--teather~convertingy
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t9¥--toggings

thy-~wood-preseprvingsd

t+y-~various—-service—industries——to--the--manufactaring
tradey-—such--ns-typesettingr-engravingy-ptete-printingr-and
preparation-of-cleerrotypitng-and-stereotype—pletesy-buyt-——neot
blueprinting-or-photocapying-servicesy

t3¥-—etectroplatingy-—placingy-—netal-hest-treatingr-and
potishing-for—the-tradey

tk--}apidary-vwork-for-the-tradet

t+1--fabricating-of-signe—and-vdvertising-displaysr

t63--Fhere-are-also-sone—monufacturing-type-—aetivities
performed--hy-—corporations-——which-—ars-primarily-engaged-in
aettvities-—covered--by-—-other--divisiony——of——the——5Seandard
Eindustréat--€}asestfiecotion--Nonvat-of-19F2y-and-are-—chus-not
elnssified-—as—-manufacturinge-—aA-—few-——of--the-—-importent
exanpltes-ares

tay-—agricaiturey——forestryr—and-fiahing-{Processind-on
farma-is—not—eonsidered-nanufacturing—+f-che-~rsw--matertais
are——grown——on-—the-—farm-and-+Ff-the-manufacturing-activities
are-oh-a—snati-seote-—without—-the--axtensive——ase-~af--paid
tabors~«—-Bthep-——exetusions-—--are-—-edeten-—grist--mitttngs
threshingv-and-cotton—gtantngrit

tby~-mining-with~-the--dreossing--and--beneficiating——of
orest- -the~-breakingy--woshingy——ond-~grading--of~--coalt-the

erushing-and-breaking-eof-stenet ~and-the-crushingy--grindingy
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er-—otherwise—-preparing-—of-send-and-gravet-and-nonmetattic
ememical——and——fertitizer---ginerets-—other-—-than---parite
etassified-os-nintngs
{ey-—construction-—{fabrienting-operations—perforncd-at
tha-stte-af-a-construction—by-contractors-ere-not-considered
nanufectaringe--Fhe-prefabrication-of-sheee-nataly-concretery
end-terrasro-products——and--siaitar——construttion-—-matertalds
shati-be—etassified—as—nanofectoringe s
$43-—wholeasnte~—and--reteti-~trodey--utth-—corporations
engaged—in-the-follontng-typea-—of--operations——intiuded——in
whotesnte-or—recatt—tradet
t#p-—cotting-and-selting-purchased-carcassess
téé)-—preparing-feed-at-grain-etevotors—snd—farm—supply
storesr
tHéry-—astemming-----teaf-~—--tobseca----at-——~whotesnte
establishaentsy
tivy~+prodoction-of-wiping-ragss
tvi-~breaking-of-butik--and--redivtribution--tn--spatier
Ioter-inetuding-packagingr-repackagingr-or-bottting-produoces
such-as-+iquors-or-chemtecatst
tvit—primartty-—setting-producty-to-the-general-publie
whieh-are—-produced-on-the-same-premirses-from—which—they--are
seldy-such—as-bekeriesy—condy-storesy-ice-cream-pariorsy-and
cystom~-taitorsy

tey-—services-with-tire-retreading-and-rebuitdingy-2tgn

~-13- SB 241
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painti ng——and--ettering-shipsr-and-the—produetion-of-notion
pietare——frimr-—-ectarsified—as——services——and--with———repaipr
activitiesy—with-—the—-fattowing--exeeptionsy—classified-as
servicess

t+)--ship-and-boat-buitding-and—repairs

t¥iy--the-rebuitding-of-machinery-and-~equipment--on--a
faceory—-hbastat-ond

tit)-—machine—shop-repatrs®

Section 14« The Department of Revenue shall amend Rule
42,2345144 Administrative Rules of Montanas to read:

*3242351% NEH  CORPORATEON--MANUEAETURER _INOUSTRY ==
ELIGIBILIIY ti)-A-new-corporation monufactkufer—+s—oned

tay-~whieh-has-never-done-buosiness—in-—Montana--in-~any
corpuration--prior--ta-the-texable-year-for-which-the-eredit
is-einimedi-a-corporstion——which-—reported--or-—-shontd——have
reported-—any—state-or~federal-agency-er-efficar-anthorized
+to-ectliect—--taxes-——-measured--by-——net-—tneone-—shat¥--not-—he
etigibtest

thd-—which-——manufactures———a--product——which——was—-not
manufactured-in~Montana-prior--to--that-~time whichsy-—an-—-n
particatar-oaite-—wirhin--Montanay——is-either-bhuitding-a-new
pilant-ar-ceopening-an-existing-piant-with-the-effect-of-—net
ieha-tewcto-the-iocatity

+2% A eeorporatien pganufaciurer BAUSINESS 0OR _INDUSIRY

reorganized pursuant to Title 35y chapter 1ls MCAy as
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amendeds shall not be eligible for credit under 15-31-12%
through 15-31-127 and [sectign 3]+ MCA.
t33——No-——c¢redit~~shatt--be--attowed--~sf———564-~—0fF~~~-n
corporfationtis-~stock-—ta--swned-—or-—-contraiied-—hy-ehe-same
+ndividoaty-corporationyr-or-assoctotion-~of——individoats-—or
corporationse——in——this-—+nataneey——the-deparement—presumes
dependene-—ecorporate--statuss-~-if-—-iess-~thon--588§--—-of-——a
ecorporatvronis-—stoeh——t3s~~aunad-——or—eontrotted--by—the-some
indivisuat-or-corporation—-or-asseseiatton—of——+individunts——ecr
earporationsy-~~an~—-appliecant-~for-—-gredit——under-—15-34-124
through—15-31=12Fy-NEAv-shali-—demonstrate-—ita——independent
corporote--extatence——to~-the-satiafaction—-of-the-department
pefore-credit-may-be—gronteds
1%23-—Kk-~ecorporation——forned-——as-——a-—-—joint-—~venturey
combinaciony——snbsidiaryy——parenty-affiliatey-nergery-or-any
other——kind-—-af-—cooperative-—-action--between——two-—or--mpore
cofporat+ens—--wh+eh—--eennet--—de.onitfaee--ﬁn-+ndependent
eorporate-—-axistence——shall--not-—be--aceepted-—as—-a-~-nean
cerporation-—by-~the—deparement-—for——purposes—-of-15-33-124
throogh~t5-31—12¥y—-HEAs™
Section 135. The Department of Revenue shall amend Rule
42.234515¢ Administrative Rules of Montanas to read?
"52,23505 EXPANDING EORPARATEON-MANUEACFURER INDUSIRY
==—-ELIGIBILIIY (1) An expanding corporation manufacturer
INDUSIRY is one which:
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(a) was registered to do business in Montana at Yeast
1 year prior to claiming a credit under 15-31-124% through
15-31-127 and_{section. 2]y MCAS

{b} has at all tiwmes prior to claiming credit under
15-31~12&4 through 15-31-127 and_ [section 51+ MCAs complied
with the requirements of Title 35, chapter 1ls MCAe as
amendad; and

{c) has at all ctimes prior to claiming credit under
15-31-124 through 15-31-127 and [section .5}r MCAy complied
with the requirements of Title 15, chapter 31y MCAe as
amende dt-end

td¥-—manufactures——a--product—dartng--the--periotd—-of
et iginidity——whtch-~was-noe-manufectared-in-Hentana-prror—to
that-time.

{(2) Expanding means to enlarge the facilities or to
diversify the products of a corporation which has done
business in Montana at Teast 1 year prior to claiming credit
under 15-31-124 through 15-31-127 and_{section 5]» HCAs Dby
increasing total full time jobs attributable to Montana by
3ex~er-more at_least. 30X or at least five JOBS. swhichevar is
lgsse The increase shall be measured as a percentage
incresse of Ffull time jobs held with the corporation
sapnfacturer INDUSTIRY in Montana or attributable to Montana.
The department shall recognize only full time jobs in

determining ellglbllity for credit under 15-31-124 through
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15-31-127 and. Lsectinn SJs MCA.®

Ssction 16« The Department of Revenue shall amend Rule
4242345169 Administrative Rules of Montana, to read:

"§2.23a518. COMPLIANCE WIYH CERTAIN _STATUTES _REQUIRED
{1} A new or expanding corporstion panufacturer JNDUSTRY
which fails to comply with the provisions of Title 15y
chaptzr 31}, MCAy as amendedy and Title 35, chapter Ls MCAy
as amendeds duving the period of eligibility shall lose its
eligibility to claim credit under 15-31-124 through
15-~31-127 and_[sectign 5] MCA."

Sectlon.IT. The Department of Revenue shall amend Rule
4Za23.518¢ Administrative Rules of Montanas to read:

“524234518_ _SUBMISSION _OF  EMPLOYEE __LISIS 1) AN
expanding eeorpeoration manutpeturer INDUSIRY seeking credit
under 15-31-124 through 15-31-127 anod _[section. 5]y MNCAe
shall submit  accurate employee lists to the departments S50
that :ne department may determine the percentage increase of
new jobs in the taxable year for which credit is clalmeds

{2) 1In applicable instancesy an expanding eerporation
pannfacturer INDUSTRY shall submit 5 years of 1ists in order
that an average employment figure be determined and the
number of new employees discavereda If a--corparation
manafacturer AN_INDUSIBY has not done business for a S5-year
periods employee Vists for all years of operation shall be

submitteds A new corporetien papnufaetarer I[NOUSIRY shall oe
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exampt from this requirament.

{3) The lists shall include:

{2) all employeces of the existing and expanded
eorporation aanufocturer INDUSTRYS

(b} their employment status clearly set out (whether
fulle halfy or part-time);

f{c) the position with the corporatien firm;

{d} wages paid;

{e} the type of product produced by those employees
employed by the expanded portion of the eorporation firg:;
and

{f)} the number of years the employee has heen
employede™

Section 18. The Department of Revenue shall asmend Rule
42423519y Administrative Rules of Montana, to read:

"32a232519 _DETEBMINATION OF NEW JOBS (1) The intent of
15~31-125s MCAy as amendedy is to grant credit upon wages
paid to new employees. The dapartment shall determine from
the information submitted If there has been alk_lgast a 30%
increase in the number of jobs gr_an lnccease. of _at lesast
fize_lobs and that these posltions are filled by pewly-hired
personnel «

{2) The only employees which shall be counted in
determination of credit are those whot

t2¥ were not employed by the eerporation manufacturer
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INDUSIRY within 3 years of expansiong—and
tbt-~are~enployed-in-production—of-the-new-preoduct.

{3) Any employee who was employed by an existing
corporation panufocturer INQUSIBY shall not be counted as a
new employas of the expanded eorperacion papufacturer
INDUSIRY If employment occurred within 5 years of the
expansione

t4y--No—-enployee——-who--~was---enployed--in~—existing
operations-ond--~who——fer——any--resson-~¢3——employed-—-in-—-the
expanded---sperntiona—~shali—be——-counted-—for--purposes--of
deterwining-etigibitityy

15)=-Fhose—enpioyees-who-partieipated-in—-tive—plonning
and——prepareation——of-—the-expansion-of—the-corporation-shati
not——-pe-—cotunted-—as---Aew--—enployess———ef-—--the-—anpandes
corporatiensy—uantessr-in-facty—these-personnel-can-be-shown
to-have-peen—hired-specificalty—for—the-expansion—Ffor—which
erfedit-=~is~—etained——and-that-planning-the-expansten-—was-the
eniy-activity-assigned—theny™

saction 19« The Department of Revenue shall amend Rule
42+23.5204+ Administrative Rules of Montanas to read:

*422232520.. DETERMINATION QF ¥AGES (1) In determining
the smount of credite the total amount of gljgible wages
paid naw employces predueing—the——new--prodnet——or——prodocts
shall be computed for the year in which the credit is

claimde.
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{2) A taxpayer®s taxable year may be used in place of
the 1i1zZz-month period mandated by 15+31-125, MCA» as amended.
for determination of the credite In cases where results from
computation of differing periods of tim: are found to yleld
differing resultss the smaller figure shall be accepted by
the department."

Section 20. The Department of Revenue shall amend Rule
42+23e521s Administrative Rules of Montanay to reazd:

52223521 _AYAILARKLITY OF Tax LRERIT (1} A claim for
credit may be made fifst as a new eosrporation--or
ppnutacknrer INDUSIRY and tbens Jaters as.expansion .BRcutse
as an expanding esrporationt-no-corperation-may-guatify-as
boths-Ff-a-corporacion-has-been——granted--eredit-—as-—o-—new
coarporationy-ft-may-not-subsequenttiy-be-granted—credit—as-an
expanding-corporeotion peaufactures INDYSIBY.

(2} A--ecorporetion papufactoper AN_INDUSIRY may claim
credit due under E5-31-124 through 15-31-127 gaqnd__[sectian
5]+ MCa, for more than one manufeecturing facility; but in no
case shall the department allow a cYaim for credits if the
total claia for credit exceeds total liability imposed by
15-31-101y 15-31-121s and 15-31-122s MCAy as amended.

(3} A——-corporastion AN___ INDUSIRY quatifying under
15-31-124 through 15-31-127 apd_[section 5]+ MCAs shall use

any credit authorized as an offset to tax liability incurred

‘during the periogd of eligibility. Carryback—ond-ecorryover

=20~ SB 241
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provisrons-of-15-31-13i4t2yy-HEAv-do-not-apply-in—taking-this
eredit Larryoverss howevere are avallable as _set . _fortb. . lo
Lseckion.3ls..HCA."

Sa2ction 21l. The Department of Revenue shall amend Rule
42.23.522+ Administrative Rules of Montanas to read:

*522232522. WHEN__CREQIT _HAY_BF CLAIMED tii-Fhe-credie
evaitrbte-under-15-3t~i24-throagh-—15-3t~32¥y~--MEAy~~nay—be
clatmed-~for-—the-toaxabte-yeor-the-activity-for-which-eredit
+s-eloimed-occurreds—Credit-nay-not-be—-acecomnulatedy—and-if-n
corporation—does—not-cleim-credit--for-which-+t-+ts--etigibie
during-a-taxable—yeary-that-eredirt-+a-osty

t2r-—E¥roibitrty—Ffor-—the——tax-credit-expires—with-the
torporationts—taxable—yeasry

{3y-~-A-corporation aanufactucar (1) AN INDUSIRY may use
the credit available under 1%5-31-124 through 15-31-12T7 and
{sectipn .51+ MCAy only when the eorperation panufackuarer
INDUSIRY actually menmufoctures-products L[OMMENCES OPERATIONS
in this states No claim will be recognized if e——cerparation
AN _IJDUSIRY completes all preparatory phases without
mansfacturing-a-produoct COMMENCING DPERATIONS .

L2}__1E_A__NEW .OR.. EXPANQING. MANUEACTURER _CEASES. . IO
OPERATEs _EITHER TEGMPORARILY OR. PERMANENTLY. UNDER _NORMAL
CONDITIONS IHME_3-YEAR PERJQQO QE_ELIGIBILITY FOR__THE _CREOIT
LONTINUES _UNTIL__JIT5 NORMAL __EXPIRATION _DAIE._ IE_ANOTHER
IBEATHMENI _WOULD BE BENEFICIAL_ TO__FHE_ _nNEW_ _INDUSTRY _OR__A

-z S8 241
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SULCESSDR._INDUSIRYs _ABELICATION FORE _THIS JREATMENT MUST BE
MADE Y0 _IHE DEPARIMENI DIRECICGR.™

MEM_SECIION Section 22. Repealer. Rule 42423517«
Administrative Rules of Montanas is repealed.

NYEM_SECTION, Section 23. Applicability. This act
appliss to taxable years beginning after December 31y 1982

VEM. SECTION. Section 24. Codification Instructione
{1) Section 5 is intended to be codified as an integral part
of Title 154 chapter 31y and the provisions of Title 15,
chapter 31, apply to section 5.

{2) Sections & through 10 are intended to be codified
as an integral part of Title 15y chapter 30y and the
provisicns of Title 15y chapter 30y apply *to sections 6
through 10.

-End-
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