
SENATE BILL NO. 343 

Introduced: 02/03/83 

Referred to Committee on Taxation: 02/03/83 
Died in Committee. 
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A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE 

TAXATION OF CERTAIN CLASS FIVE PROPERTY AND PROPERTY 

El!GI~LE FOR TAX ABATEMENT; REVISI~G THE PROCEDURE FOR THE 

PREPAYMENT OF TAXES; DIRECTING THE DEPARTMENT OF REVENUE TO 

A"END RULES 42.19.1211 THROUGH 42.19.1213 A~D 42o19o1223, 

ADMINISTRATIVE RULES OF MONTANA; AME~DING SECTIONS 15-6-135, 

15-6-152, AND 15-16-201, MCA; AND REPEALING RULE 42o19o1224, 

ADMINISTRATIV~ RULES OF MONTANA•" 

3E If ENACTED BY THE LEGISLATURE OF THE STATE Of MONTANA: 

~ection 1. Section 15-6-135, HCA~ is amended to read: 

"1'5-6-135. Class five property -- description 

taxable percentage. (1) Class five property includ~s: 

tal all property used and owned by cooperative rural 

electrical and cooperative rural telephone associations 

organized under the laws of Montana, except property owned 

bv cooperative organizations described in subsection (1)(c) 

of 15-6-137i 

(b) air and watc:;o.r 

definPd in this sEction; 

(c) ne1111 industrial 

section; 

pollution control equipment as 

property as defined in this 
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(d) any personal or real property used pri•arily in 

the ~roduction of gasohol during construction and for the 

first 3 years of its operation. 

(l) (a) •Air and water pollution equipment• ~eans 

facilities. machinery. or equipment used to reduce or 

control water or atmospheric pollution or contaMination by 

removing 9 reducing 9 altering, disposing, or storing 

pollutftnts, contaminants, wastes 9 or heat. The department of 

health and environmental sciences shall determine if such 

utilization Is being made. 

(b) The departMent of health and environmental 

sciences• determination as to air and water pollution 

equip~ent may be appealed to the board of health and 

environmental sciences and may not be appealed to either a 

countv tax apoeal board or the state tax appeal board. 

Ho~ever~ the appraised value of the equipment as determined 

by t,e department of revenue may be appeuled to the county 

tax aJpeal board and the stat~ taK appeal board. 

(31 "Ne• inrlustrir.l property" means any new industrial 

plant, including land, buildings, machinery 9 and fixtures. 9 

used by n~w industries during the first 3 years of their 

operation. The oroperty m~y not have been assessed within 

the stdte of Montana prior to July 1, 1961. 

(~) (a) "New industry• means any person, corporation 9 

fir~~ partnershiP• as~ociation~ or other group that 

I N T R 0 D U C E D B I L L 
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est:abl iShes a new plant in Montana for the opgration of a 

new industrial endeavor 9 e~--d+~tT"~~+~~ed--fro•--e--me~e 

iQ~luaicg __ tQe ~xpansion.--~or~sftT~8~rofty--o~-mer~er o~ an 

eKistinq industry. 

(b) New industry includes only those industries that: 

( i) e'anufacture., IIi 11., mine, produce, process., or 

fabric~te materials; 

(i i) do similar work., e11ploying capital and labor., in 

which materials unserviceable in their natural state are 

extracted., processed, or made fit for use or are 

substantially altered or treated so as to create comMercial 

products or materials; or 

(iii) engage in the mechanical or che.'n i cal 

transformation of materials or substances into new products 

in th~ •anner defined as Manufacturing in Lhe 1972 ~tandard 

Industrial Classification Manual prepared by the United 

States office of management and budqet. 

(S) New industrial property does not include: 

{31) property used by retail or wholesale merchants. 

coemercial services of any type• agriculture. trades, or 

professions; Q.C 

fht--e--~n~-~he~--••+~--e~ea~e--e~ver~e--Tm~de~---eft 

ew+s~+ft~--soto:e'f!ey-eettf'ti!:yT-or-MI:Ift+·e+rts:f.--sepv+ees"t-ll!n• 

tet!bl oroperty use~ or employed In any industrial 

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

(b) Class five property is taxed at 3% of its market 

value." 

Section 2. Section 15-6-152. MCAt is amended to reaa: 

"15-6-152. Apollcation for classification as new 

industrial property. (1) Any person• fir•• or otner group 

seekin] to qualify its property for classification as new 

industrial property under class five shall make application 

to the depart•ent of revenue on a form provided by the 

department. 

t~t--~h8-de~er~n~-ef-reyen~e-s~e+~--~rom~+~ft'f!~--ra+e~ 

fer-the-determ?ne~fon-~-wfte~-eon~~+ta~§-e~-edYerse-+mpe~~T 

te~fn~--+ft~&--eeft~+~ere~+en--~ne--n~Mber--Gf--~eop+e--~e--ee 

eM~+oyed-enft-~he-~+re-o~-~he-eo-.~ft+~y-?n-w~Teh-the-~ee~~Ten 

o~-~ft@-+n~~~tr+e+-pre~er~y-+s-eon~emp+8ted• 

t3t1Zl If the depart•ent MAke~----en----•ft+'t-+8+ 

deter~~n8~~~ ~etacmlo~ that the industrial property 

qualifies as new industrial property under class five, it 

shall cublish notice of en~--he+e--e--~~b+•e--fteer+ng-~n 

thi~ de~e~Tne--whe~~er---~he---~re~erty---she~+ft---re'f!s+" 

clas5ification. 

t+t--~eee~--~e~+n~--ea~fte~~y-ot~+e+e+s-aey-•a••~-~fte+• 

e~j~+e~~-~o-~fte-p~~i!y•s-e+es~+f+ee~Ten-+n-e~ess-~+•e-+~ 

'f!~e-ow~e~-$~-~he-"ew-+nd~~~r+e+-praper~y--s~~~~--~e--~P~pey 

~Pe~PPty--~exes--eft--~he--~ra~e~y--d~T~~--~fte-eenst~aet~o" 
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~r~od~--~fte-~ew+~~m--a•&~ft~--e~--~e~eyMeft~--~~e+~--ee-~fte 

~•o~ftt--o~--tew-t"e-own~r-woa+d-heye-~e+d-oft-t~e-preperty-+~ 

+t-ft~-ft~~-beeft-e+~~~+f+ed-~nde~-e+es~-f+.e• 

t5t--~f-e-new-+ndastr+e+-~ee+++ty-~ae++~+e~-~ftder-e+e~~ 

~+Yey-fts-proper~y--~ew--pay•ent--m8y--fte~--ee--~edaeed--for 

re+~b~r~e•ent--o~-f~s-~re~e+d-texe~-es-~re•+ded-+n-~§-~6-re~ 

ttft~++-the-e+e~~-f+ve-~~e++f+eet+eft-e~p+re~w 

Lll--~e~_lodu~tLial_ocooec~~-DDt-QualLt~-fg£__Qgtb 

tbe __ c~ducen __ ta~atlon_uodec_cla~~fi~e_and_foc_Lb~DQ~~ 

taK_anatemeot_a~allable_uodcc_l~~=liQZ&" 

Section 3. Section 15-16-ZOlt MCA, is a~ended t0 read: 

"15-16-201. Tax prepayment new industrial 

facilities. (1) • lf_it-~-detecwiDad_~X-t~-DQaLd-Qf_cnuo~ 

CQmmiiiiQDCC~--gf __ a __ CQUDt¥--iD--MDiCD--~--D~M--iDUU~Cial 

f~tllltX£-a~_defiD~d_io_l2:~:lJ21_i~-tg_be_locat~-that__t~ 

o~~--facilit~--Mill_-eL~ate--a-~ub~t~oti~l-au~~c~lmu"ct-oo 

~xi~tiao-~tate£-CDUD~£-DL-muoi~lpal_~ac~iee~L--tba person 

intP-n~in~ to construct or locate e-majo~-ftew-+"da~~~+s+ the 

facilityy-e~-def+"ed-+ft--~ah~ee~+eft--tit--ef--~h+~--~~e~reftT 

shall upon request of the board of county commissioners ot 

~~@-~~"~y-Tft-w~+eh-~~e-ffte+~+~v-+~-~ft-he--~e~~~~dT prepay. 

when permission is granted to construct or locate by the 

cippro~riate goyernmental agency, an amount equal to a~--~ 

as t~ree times the estimated property tax due the year the 

fMcility Is completed. I~-~al~ulatiDO-Df-~ima~ta~~ 
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take_ioto_accnuot_tbe-cedu~ad_taxatloo-QD_oe._-DL-~&Oaodlog 

iodu~tcial-oLooect~-a~allablc_uodec_l2:6:lJ2-aod-12:~Za 

The p@rson who is to prepay under this section shall not be 

obligated to prepay the entire amount at one ti~e but. upon 

request of the board of county commissioners of the coun~y. 

shall prepay only that amount shown to be needed from time 

to time. To assure this payment or payments, the per5on who 

is to prepay shall guarantee to the board of county 

commissioner~ and also have a bank or banks guarantee that 

these amounts will be paid as needed for expenditures 

cre~tad by the impact. When the facility is completed and 

dsse~~ed by the department of revenue 9 it shall be subject 

~~~+~--the--f+~s~-~-yeft~s-en~-eher~8~ter to taxation as all 

other property similarly situated gc_as_Lt __ ma¥--be ceduc~ 

uodec __ toc_oco~~lDD~-Df-12:6=Ll2-oc_l2=~=l~QZ• except that 

one-fifth of the amount prepaid shall be allowed as d credit 

against property taxes in each of the first 5 years af~er 

the start of productive operation of the facility. 

(l) A major new industrial facility is a manufacturing 

or mining facility other than a large-scale mineral 

devel~pment a~ defined in 90-6-302(4) which Nill employ on 

an average annual basis at least lOU people in construction 

or op~ration of the facility and which will create a 

subst~ntial adverse impact on existing state, county, or 

municipal services.• 
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Section 4• The Oenartm~nt of Revenue is directeo t~ 

amend ~u1e 4l.l9.12llt Adminlstr~tive Rules of Montana, to 

read: 

·~~&12&lall--fER1QO_Of_~L41SifltAI~A£~Ek-~SIR1AL 

f!llll!Ei!.U 

(1) The classification as new industrial property 

becomes operative as to all qualifying property on the first 

assessment date falling on or after the date of commenceMent 

of operations and continues for each taxable year thereafter 

for which the assessment date falls ~ithin the 3-year period 

beginning on the date of commencement of such operations. 

(Zt Qftee--~he-3-yeer-per~ed-&eg+ns-~e-r~n·-~~a•~+ft~e" 

~he--de~e--apere~+oft$--e~ftee.--~he--~er+ed--r~n~--~e--+~' 

ew~~et+en--~of~ee~ed--Dy--sdd+~+en~--eF--~&~er~y--~o--~~ 

?nd~~~r+&+--asey--expens+oft--eF---o~e~~~+en~·---e~e~~e~---+n 

e~ere~+oft§--te~her--~~eft--eheft~@~--~n~-weti~~-d?~qea~•~y-~he 

ttrt-f."e-fro•--e-te~s+f+ca't+eft-e~--ftew--+ru!ta~tri-sl---~reper'tytT--01"' 

eessA~+en--or-e~r-ee++men~-e~-~he-oper8~+o"~• An_~igQ_gf 

lDau5tti~l-PCRRec1¥-~~LLioO-aULiog_tbe-l:¥~L-~~--!t 

qualif¥iDR-~C-12:6:1~-B~1-bc-1Leated-~~n&~U51Lial 

IIJ:®U1¥&---Ibe....!:lii.Uilif;a1-UID-aL.-!18llt...i.adU51L.l.aLilLQI!ittU 

tm.:;~HJu_apecati.lr.e..D~llc.:;,t_a:;~lillt-l!~te_gn at 'llltu: 

tbe..llatL.QL,;;.o_B~~~UJJ;IUJ!IDt-llf-l.lRIIUli.w;a.:;,..oL.tbe-eK.Aatlllslll& 

(3) Prior to and after the 3-year period of 

classification as ne~ industrial property, the property in 
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question is taxable as other similar property. 

(~) The taxable year is considered to be the calendar 

y~ar and the assessment date within any given calendar y~ar 

is January 1 for all Quallfyinq property other than 

miqrQtory personal property. ~igratory personal property 

cominq into Montana aft~r the regular assessment ddte has an 

assessment date on t.he date the property cornes to rest ann 

beco~&s a part of the general property witnin any county of 

the state 9 but not less than 30 days after ~ntry into 

Montana." 

Section 5. The DepartMent of qevenue is directed to 

amend Rule 42.19.1212, Administrative Rules of Montanat to 

rPad: 

"i~&l2&lZlZ--C~Hf~E~f~_Qf_QJ!e&AilU~5 

~~t The date of co••encement of operations Is the date 

when the new industrial plant gc __ e~gaDSiOD--th~ first 

b~gins to function as an or9anized unit ~nd for its ~rimary 

purpose• even if the operation is only for limited 

production or uoon a limited scale.• 

)ection 6. The Department of Revenue is directed to 

amend Rule 42·19.1213• Administrative Rules of Montana, to 

read: 

"U ... liJLllll'--Ctt&M<fS l.ti-O!f&AIIlll!l5 

t~t--A'S'-&-rteW-+ftih:t!t't1'"7'-etfd!t-t:e-+-t~,+aft~-Aft8·-t.W'etJ-er"e~ 

dttf"'1-·~--ttte-3-Tf!>l!t--p-e'l'"+e-ft-pt'"O¥T6ed-f"or-.f.rt-T-5-6--t-~y-M6-1\y-~hi!! 
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e~d+t+e"e+-p~eper~yy-+~--+~--e~he¥w+~e--~ue++f+es.--+s--e+~o 

e+e~~f+ee--e~--fte•-+"dd~~~+s+-~~e~eP~y-fe~-~he-~e•a+ft~er-~~ 

the-~r+edw l64 

t~t!ll Classification as new industrial property 

cease~ upon sate; transfer; chang~ of possession; or other 

chan~~ in ownership. possession• or control of such 

p~operty, unless prior to such action. application is maae 

by t~e transferee for continuation as new inelustrial 

prorerty and the applicatio~ is grant~d by the department. 

T~~ lJss of classification as new industrial property does 

not apply to transactions such as the ~ortqaqing of the 

property or otherwise using the property as security •hen 

there is no chanqe in ownership or possession. 

~'tL~l If a qualified new industry ceases to operate 

as a new industry under the provisions of 15-6-135y HCA, the 

classification as neN industrial property terminates. 

t•tLJl If a qualified new industry ceases to operate, 

either t.emporar i 1 y or permanently, ~he--3-yee~--~e~+ee 

e~ft~~~~e~-~"~++-Tt$-ftO~Me~-e~~f~e~+en--d~~e?--~~~er~~e~§--~ 

~~e~~uen~--ee~me~eeMe~--of--new--epe~e~~e"~·---~he~e-+~-ne 

tae~~~-ef-~~~e~~--Fet+ew+n1--ee~§e~+en--ef--&~ere~•en?--en 

e~p++e~~+on--fer--e+e~s+f+ee~+en--e~-ne•-+nd~s~P+e+-~~epe~~y 

m~y-not-be-~~~n~ee-~n~e~~-~~e-new-e~ere~+e~-+~-~~h~~~n~+e++y 

d+f~e~en~--frem---~he---~ermer---e~~re~+en• IID~L-DIIUlill 

~~~o~itiuns~--tbe--l:xeaL_pe~iga__~ntinue~-llnti~n!ILmdl 
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e&pl~atillD-diltea-11-iiDntbe~-tLeatmant_wollld-b&-b~~ial-tg 

tne_n~~-ingu~~x~~-<~-su~e~~~--in~ust£¥~--<~Pul~iitinn__fnL 

tbis_t~e<~tment_mu~~_m~g_tne-den<~~tment-di~n££" 

Section 1. The OepartM@nt of Revenue is directed to 

a~end ~ule 42.1~.1223, Administrative Rule5 of Montana. to 

read: 

·~zsl2slZZJ __ fRD~ES~HG-DE-AfELlL6IlD~ 

(1) Upon r~ceipt of an application for classification 

as new industrial property, the department reviews tne 

ap~lication tg ___ det~~mlne ___ ~etbeL--11--nllillifi~-~ 

1~=6=1~~£-H~A· +f-frem-~h+~-rP.Yfew-the-dep~~men~-~e~e~m+~e§ 

thet--the--p~epo~@~--epere~+on--w+++--emp+oy--+96--~~---mo~e 

Tnd+v+~e8+~?--e+~~e~--~Hr+~~-e&"~~rnee+on-o~-o~eret+ony-t~en 

the-de~er~~e~-"o~+~+e~-e++-affee~ed-+oee+--9o~e~nment~--ene 

eond~~t~--~ne++e-"ee~+"~~-on-the-que~t+en-of-ed¥e~~e-~M~ee~. 

~~e-h@ftrTn~~-e~e-~e+O-+n-the-effee~ed-~&e~+~.-~he-~e~eP~me"~ 

mey-~ehed~+~-e~fte~-heeP+n~~-o"-~he-ep~++ee~+e~-•f-een~~8ePe8 

~~ef'!~~1'1ry• 

(2) The department 1ecision on the application is ~ade 

in writing and sent to the applicdnt. An applicant who is 

dlss3tisfied with the department's decision may appeal to 

the state tax aopeal boclrd. 

(J) The department•s final decision on the applic<'-ltion 

is se~t to all affected county assessors." 

jE~_SEGIIQ~~ Section 8. ~epe3ler. Rul@ 42.19.1224, 
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