SENATE BILL NO. 343

Introduced: 02/03/83

Referred to Committee on Taxation: 02/03/83
Died in Committee.
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ILL NOa 2_?_/__'?

7
INTRODUCED BY ;_Zﬁb_??‘

A BILL FOR AN ACT ENTITLED: ®“AN ALT TO GENERALLY REVISE THE

TAXATION OF CERTAIN CLASS FIVE PROPERTY AND PRUFERTY
ELIGIBLE FOR TAX ABATEMENT REVISING THE PROCEDURE FOR THE
PREPAYMENT OF TAXES; DIRECTING THE DEPARTMENT OF REVENUE TO
AMEND RULES 421901211 THROUGH 42.19.1213 AND 42.1941223,
ACMINISTRATIVE RULES OF MONTANA; AMENDING SECTIONS 15-6-135y
15-6-152y AND 15-16-201,y MCA; AND REPEALING RULE 4241741224y

ADMINISTRATIVE RULES OF MONTANA.®

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section le Section 15-6-135y MCAs is amended to read:

"15-6-135. Llass five property -- description --
taxable percentagee {1) Class five property includes:

ta) all property used and owned by cooperative rural
electrical and cooperative rural telephone asscciatiaons
organized under the laws of Montanas except preoperty owned
by coaoperative organizations described in subsection (l){c]
of 15-6~137;

(b) air and water pollution contrel egquipment as
defined in this sectionj

(c) new industrial praoperty as defined in this

section;
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(d} any personal or real property used primarily in
the oaroduction of gasohol during construction and for the
first 3 years of its operations

(2) (@3) ™Air and water pollution equipment®™ means
facilitiess machinerys or eguipment used to reduce or
control water or atmospheric pollution or contamination by
removinge reducings alteringe dispoesings or storing
pollutants, contaminants, wastess or heat. The department of
nealth and environmental sciences shall determine if such
utilization is being mades

{b) The department of health and environmental
sciences' determination as to air and water pollution
equiprent may be appealed to the board of bhealth and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal beard.
Howevers the appraised value of the equipoment as determined
by the department of revenue may be appealed to the county
tax acpeal board and the stat= tax appeal boardas

{3) YNew industrial praperty” means any new ingustrial
plant, including lands buildingss machinerys and fixturess
used by new Iindustries during the first 3 years of their
operations The property may not have been assessed within
the state of Montana prior to July 1, 1961.

(4) (a) "New industry®™ means any persons corporations

firmy partnershire associations or other group that
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establishes a new plant in Montana for the operation of a
new Iindustrial endeavors as——distinguished-—from——-a--mere
inpclucding. . _the expansiony-~reorgantzetiony-—ar-merger of an
existing industry.

(b) New industry includes anly those industries that:

ti)}) wmanufactures wmill, miney producey processs or
fabricate materialss;

(ii} do similar worky employing capital and 1labors in
which wmaterials unserviceable in their natural state are
extractedy processeds or made fit for use or are
substantially altered or treated so as to create commercéal
produycts or materials; or

(iii) engage in the mechanicat or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Classification Manual prepared by the uUnited
States office of management and budget.

{5} New industrial property does not include:

{a) property used by retail or whclesale merchantssy
commercial services of any types agricultures tradesy or
professions; ar

th}-~a-«nisnt-=thoat--witi-—-crcate--adverse-—irmpacet---on
existing-stetey-conntyyr-or-nunicipat-servicesp-ar

ferili} oproperty used or employed In any industrial

plant that has been in operation in this state for 3 years
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or Yongera

{6) Class five property is taxed at 3% of its market
valuea®

Section 2« Section 15-6-152, MCAy is amended to reaqg:

”15-6~152. Apbplication for classijfication as new
industrial property. {l) Any persone firms or otner group
seeking to qualify its praperty for classification as new
industrial property under class five shall make application
to the department of revenue on a form provided by the
department.

t2)-—Fhe~department-of-revenne-santi--promitqate--rotes
for—the-determination-of-what-constitutes-an-adverse-inpacty
taking-—+nto-—consideration--the--number--of--people-—-to--pe
employed-and-the—g3ire~of—the—cotmunity-i+A-which-the-lecation
of-the-+ndastrinl-property~is-contempiateds

+3¥L2) 1If the department nakes—~~~-gn-=——initin}
detmrmination determipes that the industrial praoperty
Qualifies as new industrial property under <class five, it
shall publish notice of and--hold-—a--pubive——hesring—en
deterrine—~whether-—-—the--~proaperty---should---petain this
classification.

f4y-~toeat-—taxirng-~authority-officitatla-nay-waive-their
objeetrons—to-the-propertyts-ctassifreatron-in-etass—five-+¥
the—-owner-of—the-new~indostriat-property-—ngrees-~to-—prepoy

property-~taxes—-on-—the-~property-~during--the-constractiron

—l'-
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periode——Fae-maninum——amsunt-—of~-prepaynent--shati-—pe-—the
amotunt ~—~of-—tax-the-owner-woatd-have-patd-on-the-properey—+¢
te-had-not-been-ciassified-under-etasa-fiver

5 -~ Ef=a-nen-industrint-facti+ty-aostifties-ander-clasy
frvevy-itas-property--tax--paysent--may--not--pe--reduced--for
reimbursement--of-itas-prepaid-taxes-as-provided-+n-15-16~26%
antvi-the—cinss-five-qoatifiearion—expiress

L2} _dew_industrial proparty may pot qualify for_ _bath
the__reduced taxation.under.class five and for the proparry
tax_abatement ayailable under 15-24-1402."

Section 3+ Sectlion 15-16-201y MCAy is amended t» read:

"15-156~201l. Tax prepayment - new industrial
facilitiese (1) & Lf it js deterwioed_Ly.ihe.board of county
cogmissioners _.of _a_.county _ic._which__a__geM__industrial
facilitys_as_defined in 13-6-135._is._to be located thaik _the
oed__facility will. _create o2 _substontial_adyerse impack oo
existing_states_countys or municipal.  _secyicesa. . the person
intenting to construct or locate a-mojor-new-+ndustriat the
facilityy—as—defined-in——subsection-——+¢2}-—of-—thits--secttrony
shall wupon reguest of the board of county commissioners of
ene-esyaty—in-whtreh-the—facittey-+a-ta-he--Ioeatedy prepays
when permission is granted to construct or locate by the
approoriate governmental agencys an amount equal to as__much
2% three times the estimated property tax due the year the

facility is completeds Ihe_calculation of estimated tax must
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take_into_acgcount. the reduced taxation op.new _or _exscandiog
iodustrial _property. ayvallable under 19-6-135_and _15-24-1402a
The peaerson who is to prepay under this secticon shall not be
obligated to prepay the entire amount at cne time bute upon
request of the board of county commissionars of the county,
shall prepay only that amount shown to be needed Ffrom time
to times To assure this payment or paymentsy the person who
is to prepay shall guarantee to the board of county
commissioners and also have a bank or banks guarantee that
these amounts will be paid as needed for expenditures
creatad by the impact. wWhen the facility is completed and
assesied by the department of revenue, it shali be subject
ey~ —the--firat-3-years-and-thereafter to taxation as all
other property similarly situated or_as it _may be _ceduced
under__ihe provisions of 15-6-135 or_ 15-24=-1402+ except that
one—fifth of the amount prepald shall be allowed as a credit
3gainst property taxes in each of the first S5 vyears after
the start of productive operation of the facilitys

{2) A major new industrial facility is 2 manufacturing
or mining faciltity other than a large-scale mineral
development as defined in 90-6-302(4) which will employ on
an  average amiual basis at least 100 pecple in construction
or ovperation of the facility and which will create a
substantial adverse impact on existing states countys or

municipal servicess”
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Section 4« The Denartment of Revenue is directea to
amend Rule 42.19.1211ly Administrative Rules of Montanay to
reads:

3241921211 PERIQD OFE_CLASSIEICAYION AS_NEMW JNOUSTRIAL
BROPERTY

{1) The ctassification as new industrial property
becomes operative as to all qualifying property on the first
assessment date fatling on or after the date of commencement
of aperations and continues for each taxable year thereafter
for which the assessment date falls within the 3-year period
baginning on the date of commencement of such cperationss

{2) 6Onece--the-3-year-period-begins-te-runy-starting-on
the--dste-~aperations-—commenter--the-~-period--ranid--to--¢ts3
exprration--onaffected-—-by-—addittons—-of--praperty--to-—-the
ndustrial-—gsey-—expansion-—-of-—-operationyyr---changes--~in
operatitons——+{other--than--chanqges—-theat-vwontd-drequalify—the
unit—froc-eciasssification-as--nen--indastrist--propertylv—eor
cessation——or-curtairiment-of-the-operatienssy An expansion.af
industcial propecly occurring during the 3-year periods _if
qualifying woder 15=6-135. myst_he treatgd a2s nDew iodustrial
Rrapertys_. The _classification  as. . new.industrial properfiy
becpEes_opecative oo the First assesseent_date oo . or. after
the_dote.of commepcement-of.operatinos of the gxpansioas

{3y Prior to and af ter the 3-year pericd of

ctassification as new industrial propertys the property in
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question is taxable as other similar propertye.

(4) The taxable year is considered to be the calendar
year and the assessment date within any given calendar year
is January 1 for 2al1 qgualifying property oather than
migratory personal property. Migratory personal property
comine into Mantana after the regular assessment date has an
assessment date on the date the property comes to rest and
becomes 3 part of the gensral property witnin any county of
the statey but not Ytess than 30 days after entry into
Montana."

Section 5« The Department of Qevenue is directed to
amend Rule 42.19.1212, Administrative Rules of Montanasr to
read:

“12a1221222_ COMMENCEHENY OF OFEBATIONS

13 The date of commencement of operations is the date
when the new industrial plant op__expansiqb..tihersaf first
begins to function as an organized unit and for its primary
purposes even if the operation is only for timi ted
production or ucon a limitad scale.”

Section 6. The Department of Revenue is directed to
amend Rule 42.1%921213¢ Administrative Rules of Montanas to
read:

201921213  CHANGES IN_OPEBATIONS

¢t iy =—hg—a-new—industry-add s-to-+ts-plont-and-prepertFes

duriny-—the—3-yesr-pericd-provided-for-+n-15-6-135y-MEhAy-the
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sdditionat-propertyr—+f-—it—-stherwise--quatifiesy-—is-——alse
ctasstfied-—as~-—pen—industriat-property-for-the-remainder-of
the-periede 264

+29L1) Classification as new industrial property
ceases wupon sale; transfer;j change of possession; or other
change in ownerships possessions or control of such
propertyy unless prior to such actions application is maae
by tne transferee for continuation as new industrial
property and the application is granted by the department.
Thae lass of classification as new industrial property does
not apply to transactions 5Such as the martgaging of the
property or otherwise using the property as security when
there is no change in ownership ar possessions

+33(2) If a qualified new industry ceases to operate
as a new industry under the provisions of 15-6—-135%: HLAs the
classification as new industrial property terminates.

¢e¥(3) If a qualified new industry ceases ta operates
el ther temporarily or permanentlys the-—-3-year--period
contivuea-gntit-tte-normoi-expirotion-—datey—-regardiess-—af
anpseqgent--commencemnent--of--nen--operotiensvr——-Fnese-is-no
tack+ng—ef—pef+odsr—Fo¥*0;+ag--eessation-—eF——eperat#env--an
apptiention—-fFor--cltassrficotion——as-—nern-induserini-properey
may-not-be-granted-uniess-the-new-operatien-ra-avhatantiatty
ditfferent~~from-—-che~--former-——operationy under..__pormal

conditionss__the__3-year__peried _cooiipues until its normal
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gxpliration. datea I1f another treatment would be beoeficial to
the naw_ kndustry or a successor _industrye _application  for
this_treatment oust be made Lo the depariment directora”

Section T. The Department of Revenue Is directed to
amend Rule 42,19.12234 AdmiNistrative Rules of Montanas to
reads:

4221221223 _PBOCESSING OF APPLICATION

{1) Upon receipt of an application for classification
as new industrial opropertyy the department reviews the
apptication to __detecmipe __wheiber it _qualifies _undeg
1l5-6-13%2_MHLA. ¥f-From—this-review-the-department-deternrnes
that--the-—proposed--aperation--witt--emptoy--1868--or-—--more
tndividualsy--either-~durina-esnstroction-or-operationy—then
the-depsertment—notifies—ali-affected-tocat-—governments--and
conduete-—publie-hearings-on~the-question-of-adverse—impncts
Fue-hearings-are—hedd-in-the-nffected-tacatse-Fhe-department
may-schedute-ather-hesringy-on-the-apptication-+f-considered
necessnrys

{2) The department decision on the application is made
in writing and sent to the applicant. An applticant who s
dissatisfied with the department's decision may appeal to
the stata tax appeal boarde.

{3) The department®s final decision on the application
is saat to all affected county assessorss™

MEH.SELTIONe Section Be. Repealere Rule 4201%e1224%4¢
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