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BILL NO. éﬁ
[y

INTRODUCED BY Y

VA BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A S-YEAR

CORPORATION LICENSE TAX EXEMPTION FOR RESEARCE AND
DEVELOPMENRT FIRMS; CLASSIFYING ALL PROPERTY OWNED AND USED
BY A RESEARCH AND DEVELOPMENT FIRM AS CLASS FOUR PROPERTY:
AMPNDING SECTIONS 15-1-101, 15-6-134, 15-6-142, 15-31-101,
15-31-401, AND 15-31-403, MCA; AND PROVIDING AN EFFECTIVE

DATE."

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

NEW SECTION. Section 1. Research and development
firms exempt from taxation -- application. {1) A research

and development firm organized to engage in business in the
state of Montana is not subject to any of the taxes imposed
by this chapter during its first 5 years of activity.

(2) (a) To be considered a research and development
firm, the chief executive officer of the firm or his agent
shall file with the department of revenue an application for
treatment as a research and development firm.

{b) The application must be made on a form to be
provided by the department. The form must include, at a
minimum:

{i) the name and address of each officer of the
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research and development firm;

{ii) the names of the research and development firm as
required for the purpose of incorporation in 35-1-202;

(iii) the address of its initial registered office
required Efor the purpose of incorporation as required in
35~-1-202;

(iv) the date the articles of incorporation were filed
with the secretary of state as required in 35-1-203; and

{v}) other information the department requires to
effectively administer the provisions of this section.

{c) The application must be filed with the deépartment
before the end of the first calendar quarter during which
the research and development firm engages in business in
Montana.

{3) On receipt of the information required in
subsection {2)(b), provided that it was filed in the time
allowed under subsection (2)(c), the department shall
designate the applicant as a research and dJdevelopment firm
for the purposes of this section.

(4) Failure by an applicant' to provide information
required by the dJdepartment under gubsection (2){b) or,
except as provided in subaection {5), failure to file within
the time allowed under subsection (2)(¢) automatically
disqualifies the applicant from being designated and treated

as a research and development firm for the purposes of this

-2 INTRODUCED BILL
SB &4
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section.

(5) The director of the department may grant an
extension of time for an applicant to file an application
for treatment as a research and development firm, provided
the extension is given in writing and the extension does not
extend beyond 30 days from the date the application was
required to be filed under subsection (2)(c).

(6) For the purpose of calculating or otherwise
determining the period for which a deduction, exclusion,
exemption, or credit may be taken under the provisions of
this chapter, the department shall disregard a research and
development firm's first 5 years of activity and administer
the deducticn, exclusion, exemption, or c¢redit as iE the
corparation did not exist during that period. This treatment
of a research and develcopment firm extends to net operating
loss carcyback and net operating loss carryforward
provisions allowed under this chapter.

{7y For the purposes of this section, the S-year
exemption pericd begins with the first calendar quarter
during which the research and development firm is engaged in
business and extends through the folliowing 19 calendar
quarters.

Section 2. Section 15-1~101, MCA, is amended to read:

"15~1-101, Dpefinitions. (1) Except as otherwise

specifically provided, when terms menticned in this section

_3_
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are used in connection with taxation, they are defined in
the following manner:

(a} The term "agricultural” refers to the raising of
livestock, poultry, bees, and other species of domestic
animals and wildlife in domestication or a captive
environment, and the raising of field creps, fruit, and
other animal and vegetable matter for food or fiber.

(b} The term "assessed value" means the value of
property as defined in 15-8-111.

(c) The term “average wholesale value" means the value
to a dealer prior to reconditioning an& profit margin shown
in national appraisal guides and manuals or the valuation
schedules of the department of revenue.

{d) (i) The term "commercial", when used to describe
property, means any property used or owned by a business, a
trade, or a nonprofit corporation as defined in 35-2-102 or
used for the production of Ilncome, except that property
described in subsecticon ({ii}.

{ii} The following types of property are not
commercial:

(A} agricultural lands;

{B) timberlands;

{C) single—-family residences and ancillary
improvements and improvements necessary to the function of a

bona fide farm, ranch, or stock cperation;

- -
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(D) mobile homes used exclusively as a residence
except when held by a distributor or dealer of trailers or
mobile homes as his stoeck in trade:

{E) all property described in 15-6-135;

(F) all property described in 15-6-136; and

{G) all property described in 15-6-146.

{e} The Lerm "comparable property"” means property that
has similar wuse, function, and utility; that is influenced
by the same set of economic trends and physical,
governmental, and social factors; and that has the potential
of a similar highest and best use.

{£) The term "credit™ means solvent debts, secured or
unsecured, owing tc a person.

{g) The term "improvements" includes all buildings,
structures, fences, and improvements situated upon, erected
upon, or affixed to land. wWhen the department of revenue or
its agent determines that the permanency of location of a
mobile home or housetrailer has been established, the mobile
home or housetrailer is presumed to be an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently located only when it is
attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed.

(h) The term

"leasehold improvements*® means

improvements to mobile homes and mobile homes located on
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land owned by another perscn. This property is assessed
under the appropriate classification and the taxes are due
and payable in two payments as provided in 15-24-202.
Delingquent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

(i) The term “"livestock" means cattle, sheep, swine,
goats, horses, mules, and asses.

(j) The term "mobile home" means forms of housing
known as “"trailers", "housetrailers”, or “trailer cocaches"”
exceeding 8 feet in width or 45 feet in length, designed to
be moved from one place to another by an independent power
connected to them, or any "trailer", "housetrailer", or
"trailer coach" up to 8 feet in width or 45 feet if 1length
used as a principal residence.

(k) The term "personal property” includes everything
that is the subject of ownership but that is not included
within the meaning of the terms "real estate" and
"improvements".

{1) The term “poultry" includes all chickens, turkeys,
geese, ducks, and other birds raised in domestication to
produce food or feathers.

{m} The term “property"” includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.,

This definition must not be construed to authorize the

-6—
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taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and has been taxed.

{n} The term "real estate” includes:

li} the possession of, c¢laim to, ownership of, or
right to the possession of land;

(ii) all mines, minerals, and quarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part B; all timber belonging to individuals or
corporations growing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

(0) "Research and development firm" means an entity

incorporated under the laws of this state whose principal

purpose is to engage in theoretical analysis, exploration,

and experimentation and the extension of linvestigative

findingé and theories of a scientific and technical nature

into practical application for experimental and

demonstration purposes, including the experimental

production and testing of models, devices, equipment,

materials, and processes.

to¥(p) The term “taxable value” means the percentage
of market or assessed value as provided for in 15-6-131
through 15-6-140.

(2) The phrase

"municipal corporation™. or

*municipality” or "taxing unit" shall be deemed to include a
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county, city, incorporated town, township, school district,
irrigation district, drainage district, or any person,
persons, or organized body authorized by 1law to establish
tax levies for the purpose of raising public revenue.

(3) The term "state board* or “board" when used
without other qualification shall mean the state tax appeal
board.”

Section 3. Section 15-6-134, MCA, is amended to read:

"15-6-134. Class four property -- description -
taxable percentage. {l) Clags four property includes:

(a} all land except as provided in subsection (1l}(e)

and that specifically included in another class;

(b) all improvements except as provided in subsection

(l)(e) and those specifically included in another class;

{c) the first $35,000 or less of the market value of
any improvement on real property and appurtenant land not
exceeding 5. acres owned or under contract for deed and
actually occupied for af least 10 months a year as the
primary residential dwelling of any person whose total
income from all sources including otherwise tax-exempt
income of all types is not more than $10,000 for a single
person or $12,000 for a married couple;

(d) all golE courses, including land and improvements
actually and necessarily used for thatr purpose, that consist

of at least 9 holes and not less thas 3,000 lineal yardss;

8=
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{e}y all land and improvements and all personal

property owned by a research and development firm, provided

that the property is actively devoted to research and

development.

(2) Class four property is taxed as follows:

(a) Except as provided in 15-24-1402 or 15-24-1501,
property described in subsections (l)(a)} and (l)(b) is taxed
at the-taxable-percentage--rate--4P8% 3.B6% of its market
value.

{b) Property described in subsection (1){c} is taxed
at the-taxable-percentage-rate-9pt 3,86% of its market value
multiplied by a percentage figure based on income and

determined from the following table:

Income Income Percentage
Single Person Married Couple Multiplier
$0 - $1,000 $0 - $1,200 0%
1,001 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,200 50%
6,001 - 7,000 7,201 - 8,400 60%
7,001 - 8,000 8,401 - 9,600 70%
8,001 - 9,000 9,601 - 10,800 BO%
9,001 - 10,000 10,801 - 12,000 90%

_9-
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{c) Property described in subsectien subsections
(1){d) and (1)({e) is taxed at one-half the taxable
percentage rate “P% egtablished in subsection (2){a).

tai--Hntii—aanunrr-i7—%9667—the—taxabie—pefcentage-rnte
Upl-far-ciass-four-preperety—+8-8:554-

tdy--Friet-—to--Juty-t7-13867-the-department-af-revenune
shaii—determ&ne—bhe—eaxabie—percentage;rate——‘P"-—upp}icabie
te-—ciaaa——feu:—property-ior—the-revaiuatien—eycie—begénning
January-y-2986v-as-foiriowas
tat--Phe-dicector-cf-the-departmant--of--revenune—-shnii
certiéy—-to?ehe—gevernor—befote-duiy-iy-iBGGT—the-percentage
by-which—the-appraised«vaiue—ef—all-property~—in——the——stnte
ctassified--under--ciass——four--as--of--Janunary-1,-15867-has
tnereased-due-te-the-revaination-conducted~—under—-15-3-333,
Fhis--figure-ia—the-certificd-statevide-percentage-increass:
fb1—-!he-taxab}e—vaiue—af—prcperty--&n--ciass--Eour——is
determined---as-—-—a--funetion--of——the--certified-—statewide
percentage-increase—-in--accordance--with--the--table—~shewn
belows
tey--Fhis-—-tabie--iimits--the--stacewide——inerease——in
taxabie-vaituation--resuteing--frem--reappraisat-—-to--9%:--3In
caien%ating-—the-percentage—increaser—the—department—mar—not
eonaider—chnnges-resniting—Ercm-nev’constructicnf-additionsT
or-detetions-during-caiendar-year-1565<

fd}-—?he——taxubie—-pereentage--must-—be——caicuiated-—by

_lo_
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tnterpotatien--te--coincide-~with-~the—-nearast—-wholte-number

eeebified—statewide—peeeentage—increaserfron~-bhe—-fei}euing

tabies
Certified-Skatewide iass-Pour-Faxabite

Percentage-inerease Percentage-upa

-] 8<55
2 F+77
28 ?12
EL 6:5%
44 67108
EL 5<78
69 5734
78 5-82
:1:] 4575
S0 4558
ige 4323
b2 2 403
26 388
138 3+7%
140 3+56
158 ELL H
68 3Ir20
76 3716
166 3-85
+96 . 2794
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ceretified-Seatewide €tass-Four-TPaxabie

Percentage-increase Percentage-4pt

208 ' 2785
214 2575
226 2767
238 2759
240 2:5%
258 2véé
268 2=3%
2748 2+3%
286 2=25
294 2719
3@ 2713

£5¥(3) After July 1, 1986, no adjustment may be made
by the department to the taxable percentage rate upr

established in subsection (2){a) until a revaluation has

been made as provided in 15-7-111.

+63(4) Within the meaning of comparable property as

- defined in 15-1-101, property assessed as commercial

property is comparable only to other property asasessed as
commercial property, and property assessed as other than
commercial property is comparable only to other property
agsgsessed as other than commercial property.”

Section 4, Section 15-6-142, MCA, is amended to read:

"15-6-142. C(lass twelve property -- description --

_1 2—.
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taxable percentage. (1) Class twelve property includes:

{a) a trailer or mobile home used as a residence
except when:

(1) held by a distributor or dealer of trailers or
mobile homes as his stock in trade; or

(ii) specifically included in another class;

{b) the first $35,000 or less of the market value of a
trailer or mobile home used as a residence and actually
cccupied for at least 10 months a year as the primary
residential dwelling of any person whose total income from
all sources including otherwise tax-exempt income of all
types is not more than $10,000 for a single person or
$12,000 for a married couple.

(2) Class twelve property is taxed as follows:

(a) Property described in subsection (1){a) that is
not of the type described in subsection (1){b} is taxed at
the-taxablie-percentage—-rate--Upl;-—deseribed—-in--15-6-1347
3.86% of its market value.

(b) Property described in subsection (l1){b) is taxed
at the-taxable-percentage-rate-EpE,-described--tn--15-6-1347
3.86% of its market value multiplied by a percentage figure
based on income and determined from the table established in
subsection {2){b) of 15-6-134."

Section 5. Section 15-31-101, MCA, is amended to read:

"15-31-101. Organizations subject to tax. (1) The term

-.1_3_
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"corporation” includes associations, joint-stock companies,
common-law trusts and business trusts which do business in
an organized capacity._and all other corporations whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United States.

(2) The terms "engaged in business" and “doing
business” both mean actively engaging in any transaction For
the purpose of financial or pecuniary gain or profit.

(3) Bvery-corporationy-except-as-hereinafter—--provided

and-except Except as provided in [section 1] er 33-2-705(6)5

or as may be otherwise specifically provided, -every
corporation engaged in business in the state of Montana
shall annually pay to the state treasurer as a license fee
for the privilege of carrying on business in this atate such
percentage or percentages of its total net ‘income for the
preceding taxable year at the rate hereinafter set forth. In
the caée of corporations having income from businesg
activity which is taxable both within and without this
state, the license fee shall be measured by the net income
derived from or attributable to Montana sources as
determined under part 3. This tax is due and payable on the
15th day of the 5th month following the close of the taxable
year of the corporation; however, the tax becomes a lien as

provided in this chapter on the last day of the taxable year

-14-



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

25

LC 0177/01

in which the income was earned and is for the privilege of
carrying on business in this state for the taxable year in
which the income was earned.

(4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United Statea and
every savings and loan association organized under the laws
of this state or of the United States is subject to the
Montana corporation license tax previded- for under this
chapter. For taxable years beginning on and after January 1,
1972, this subsection is effective in accordance with Public
Law 91-156, section 2 (12 U.8.C. 548)."

Section 6. Section 15-31-401, MCA, is amended to read;

"15~31-401. Application of license and income taxes.
{1) It is the intent of the legislature that the corporaticn
license tax shall be applied to all corporations subject to
taxation under part 1 of this chapter. ®he Except as

provided in subsection (2), the income tax provided by this

part shall be applied to corporations that are not taxable
under part 1 of this chapter but are taxable under an income

tax,

{2) During its first 5 years of activity, a research

and development firm as described in ([section 1} is not

subject to either the corporation license tax provided. in

part 1 of this chapter or to the corporation income tax

provided in this part.”
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Section 7. Section 15-31-403, MCA, is amended to read:
“15-31-403. Rate of tax imposed —— income from sources
within state defined -- alternative tax. (1) FThere Except as

provided in_ 15-31-401, there is hereby imposed upon every

corporation for each taxable year an income tax at the rate
specified in 15-31-121 and 15-31-122 upon its net income
derived from sources within this state faor taxable years
beginning after December 31, 1970, other than income for any
period for which the corporation is subject to taxation
under part 1 of this chapter, according to or measured by
its net income.

{2} Income from sources within this state includes
income from tangible or intangible property located 1in or
having a situs in this state and income from any activities
carried on in this state, regardless of whether carried on
in intrastate, interstate, or foreign commerce, but does not
include interest paid on loans held by out-of-state
financial institutions recognized as such in the state of
their domicile, secured by mortgages, trust indentures, or
other security interests on real or perscnal property
located within the state, if the loan is originated by a
lender doing business in Montana and assigned out-of-state
and there is no activity conducted by the out-of-state
lender. in Montana except periodic inspection of the

aecurity.

—16_
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(3} Pursuant to Article III, section 2, of the
Multistate Tax Compact, any corporation required to file a
return under this part and whose only activity in Montana
consists of making sales and which does not own or rent real
estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana does not
exceed $100,000 may elect to pay a tax of 1/2 of 1% of
gross sales made in Montana during the taxable year. Such
tax shall be in lieu of the tax otherwise imposed under this
sectién. The gross volume of sales made in Montana during
the taxable year shall be determined according to Article
IV, sections 16 and 17, of the Multistate Tax Compact.®-

NEW SECTIQON. Section 8. Extension of authority. Any
existing autheority of the department of revenue to make
rules on the subject of the provisions of this act -is
extended to the provisions of this act.

NEW SECTION. Section 9. Codification instruction.
Section 1 is intended to be codified as an integral part of
Title 15, chapter 31, and the provisions of Title 15 apply
to section 1. -

NEW SECTION. Section 10. Effective date. This act is
effective July 1, 1987.

-End-
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STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB064 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATION:
An act providing for a 5-year corporation license tax exemption for research and development firms; classifying all
property owned and used by a research and development firm as Class 4 property; and providing an effective date.

ASSUMPTIONS:

The revenue impact of this bill is assumed te be minimal in the upcoming biennium. Administrative personnel in the
Montana Science and Technology Alliance, Montana Department of Commerce indicate that there are at present only one
or two firms in the state that could conceivably be classified as R & D firms. These firms may not fit the
description of R & D firms stated in the bill because it is doubtful that the primary activity of these firms is
purely research. The reclassification of personal property to Class 4 property is also felt to have a minimal
impact on revenues.

Furthermore, if a new R & D firm(s) were to come into existence in the coming biennium the impact on corporation
license tax revenue would be minimal as firms generally operate at a loss for the first few years of operation.
Also, the addition to the property tax base of a new R & D firm is likely to be very small resulting in a minimal
impact on property tax revenues.

FISCAL IMPACT:
N/A

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES:
N/A

LONG-RANGE EFFECTS OF PROPOSED LEGTSLATION:
N/A

) /L

TECHNICAL OR MECHANICAL, DEFECTS IN PROPOSED LEGISLATTON OR CONFLICTS WITH EXISTING LEGISLATION:

N/A

'S
— Zar DATE Z' DATEZ —/a i?
DAVID I.. {UNTER, B IXKE LLIGAN, P Y SPONSOR

Jffice of Budget and Program Planning

Fiscal Note for SB064, as introduced.
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SB 0064702

APPROVED BY COMMITTEE
ON TAXATION

SENATE BILL NQ. 64

INTRODIJCED BY HAILLIGAN

A BILL FOR AN ACT ENTITLED: “AN ACT PROVIDING FOR A S-YEAR
CORPORATION  LICENSE TAX  EXEMPTION FOR RESEARCH AND
DEVELOPMENT FTRMS; CLASSIFYING ALL PROPERTY OWNED AND USED
BY A RESDIARCH AND DEVELOPMENT FIRM AS CLASS FOUR FIVE
PROPEHTY; AMENDING SECTIONS 15-1-101, 15-6~%347;--15-6-142
15-6-135, 15-31-101, 15-31-401, AND 15-31-403, MCA; AND

PROVIDING AN EFFECTIVE DATE.™

BE (T INACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTICN. Section 1. Reszearch and development
firms saempt from taxation ~- application, (1} A research

and development firm crganized to engage in business in the

state of Montana fO

t_THE

TIME is not subject to any of
the tazes imposed by this chapter ON NET INCOME EARNED FROM
BECHARCH AND DEVELOPMENT ACTIVITIES during its  Eirst 5

TAXABLE years of activity TN MONTANA. FOR PURPOSES OF [THIS

ACT], "PAXARLE YEAR" MEANS A RESEARCH AND DEVELOPMENT FIRM'S

TAYHBLE YEAR FOR FEDERAL INCOME TAX PURPOSES.

(2) ta) To be considered a cesearch and developmant
firm, tha chief executive officer of the firm or his aqgent
snall rile with iho diparinenkt of revenue an application for

Lreatament as a research aad developnout fiom,
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{b) The application must be made on a form to be
provided by the department. The £form must include, at a
minimums:

(i} the name and address of each officer of the
research and development firm;

{ii) the name o©f the research and development firm as
required for the purpese of incorporation in 35-1-202;

{1ii}) the address of its initial registered office
required for the purpese of incorporation as required in
35-1-202;

(iv) the date the acrricles of incorporation were filed
with the secretary of state as required in 35-1-203; and

{v) other information the department (ogquires to
effectively administer the provisions of this saction,

{c} The application must be filed with the department
before the end of the fi¢:t calendar gna.ter ducring which
the research and development fivm  engages in  business in
Monktana.

{3) On receipt of the infarmation requiced in
subsection (2){b), providad that it was filed 1in the Ltime
allowad under subsection (2)(c). the department shall
designate the applicant as a research and development Ficm
for the purposes of this section.

(¢) railure by an applicant to provide information

required by the department under subsection (2)(b) or,

-2~ SB 64
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except as provided in subsection (5), failure to file within
the time -allowed under subsecticon (2)(c¢c) automatically
disqualifles the applicant from being designated and treated
as a research and development firm for the purposes of this
section.

{5) The director of the department may grant an
extension of time for an applicant to file an application
for treatment as a research and development firm, provided
the extension is given in writing and the extension does not
extend beyond 30 days from the date the application was
required to be filed under subsection (2){c).

(6) For the purpose of calculating or otherwise
determining the period for which a deduction, exclusion,
exemption, or c¢redit may be taken under the provisions of
this chapter, the department shall disregard a reseacrch and
development FEirm's first 5 TAXABLE vyears of activity IN
MONTANA and administer the deduction, exclusion, exemption,
or credit as if the corporation did not exist during that

peeted THOSE TAXABLE YEARS. This treatment of a research and

development firm extends to net operating loss carryback and
net operating loss carryforward provisions allowed under
this chapter.
t?+--Per——-the--purpeses—-of--this--sectiton;--the-5-year
exemprion-pericd-begins-——-with--the--firat--catendar---quarter

during-which-the-researeh-and-devetopment-£irm-ts-engaged-in
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business--and--extends--through--the--foiriowing--19-catendar
guarcterszs

Section 2, Section 15-1-101, MCA, is amended to read:

"15-1-101. Definitions. (1) Except as otherwise
specifically provided, when terms mentioned in this section
are used in connection with taxation, they are defined in
the following manner:

(a) The term "agricultural" refers to the raising of
livestock, poultry, bees, and other species of domestic
animals and wildlife in domestication or a captive
environment, and the vraising of (field crops, Eruit, and
other animal and vegetable matter for food or fiber.

(b) The term "assessed wvalue" means the wvalue of
property as defined in 15-8-111.

{c} The term "average wholesale value" means the value
to a dealer prior to reconditioning and profit margin shown
in national appraisal guides and manuals or the wvaluation
schedules of the department of revenue.

(d) (i) The term “commercial"”, when used to describe
property, means any property used or owned by a business, a
trade, or a nonprofit corporation as defined in 35-2-102 or
used for the production of income, except that property
described in subsection {ii}.

(ii) The following types of property are not

commercial:

-4- SB 64
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(A) agricultural lands;
{B) timberlands;
{C) single-family residences and ancillary
improvements and improvements necessary to the function of a
bona fide fFarm, ranch, or stock operation;

{D) mobile homes used exclusively as a residence
except when held by a distributor or dealer of trailers or
mobile homes as his stock in trade;

{E) all property described in 15-6-135;

(F) all property described in 15-6-136; and

(G} all property described in 15-6-146.

{e) The term “"comparable property" means property that
has similar use, function, and utility; that is influenced
by the same set of economic trends and physical,
governmental, and social factors; and that has the potential
of a similar highest and best use.

(f} The term “credit" means solvent debts, secured or
unsecured, owing to a person.

{9) The term "improvements" includes all buildings,
structures, fences, and improvements situated upon, erected
upon, or affixed to land. When the department of revenue or
its agent determines that the permanency of lecation of a
mobile home or housetrailer has been established, the mobile

home or housetrailer is presumed te be an improvement to

real property. A mobile home or housetrailer may be

=5~ SB 64

10
11

12

=
w

14
15
16
17
18
19
20
21
22
23
24

25

SB 0064/02

determined to be permanently located only when it is
attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed.

{h) The term "leasehold improvements" means
improvements to mobile homes and mobile homes located on
land owned by another person. This property 1is assessed
under the appropriate classification and the taxes are due
and payable in twc payments as provided in 15-24-202.
Delinquent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

{i) The term "livestock"” means cattle, sheep, sﬁine,
goats, horses, mules, and asses.

{j} The term "mobile home” means forms of housing
knawn as "trailers", "housetrailers”, or “trailer cocaches”
exceeding 8 feet in width or 45 feet in length, designed to
be moved Erom one place to another by an independent power
connected to them, or any ftrailer", "housetrailer", or
"trailer coach” up to B feet in width or 45 feet in 1length
used as a principal residence.

{k) The term "perscnal property" includes everything
that is the subject of ownership but that 1s not included
within the meaning of the terms "real estate"” and
"improvements”.

{1) The term "poultry” includes all chickens, turkeys,

geese, ducks, and other birds raised 1in domestication to

—- SB 64
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produce food or feathers.

(m) The term ‘property"” includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and has been taxed.

{n) The term "real estate" includes:

{i) the possession of, c¢laim to, ownership of, or
right to the possession of land;

{ii}) all mines, minerals, and quarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part 8; all timber belonging to individuals or
corporations growing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

{o) “Research and develcpment firm" means an entity

incorporated under the laws of this state whose principal

purpose is to sngage in thecoretical analysis., exploration.

and experimentation and the extension of investigative

findings and thecries of a scientific and technical nature

into practical application Eor experimental and

demonstration purposes, including the experimental

production and testing of models, devices, equipment,

materials, and processes.
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to¥{p) The term “taxable value” means the percentage
of market or assessed value as provided for in 15-6-131
through 15-6-140.

{2} The phrase "municipal corporation" or
"municipality" or "taxing unit" shall be deemed to include a
county, city, incerporated town, tawnship, school districe,
irrigation district, drainage district, or any person,
persons, or organized body authorized by 1law to establish
tax levies fcr the purpeose of raising public revenue.

(3) The term "state board" or "board"” when used
without other gualification shall mean the state tax appeal
board.,"

Sectton-3r--5ection--15-6-134;-MEA;-ia-amended-to-read:

235-6~i3¢--—-€rass-~four—-property-—-—--- deseription——---

taxabie-percentage-——{ti1-€iasa-four-property-inciudess

tat-—ati--iand--except as-provided-in-sunbsection-tiitey

and that-apecifiecatty-inetuded-in-another-ciass;

thbi--ail-improvements-except as-provided-in——-subsection

tiitey-and those-specificatiy-inciuded-in-ancther-ctass;
tey——-the-—-firae--$357800-or-tess-of-the-markec-value-of
any-improvement-on-real-preperty-and--appurtenant—-iand--not
exceeding-—-5-—acres--owned--or--under--contract-£for-deed-and
actuatiy-occupied-far-at-teast--t8--months--a--year-—as—-the
primary--residential--dweliting--of--any--persen--whose-total

tneame--from--ati--sources--inciuding--otherwise--tax—exempt
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income--af--ati-~types-is-not-more—-than-51676000-for-a-singite
person-or-5i27000-far-a-married-couptes
{tdy--ati-goif-coursesy;-incinding-tand-and--improvementcs
actonatiy-and-necesaariiy-used-for-that-purpese;-that—constst
ef-—ae-—teask-9-hoites-and-not-itess-than-37800-trineat-yardsz;

{ey--atit--tand--and—-improvements——and---aiti---personail

property-—swned-by-a-research-and-develepment-firmy-provided

that-the--property—-is—-sctiveiy--deveted--to--research—-—and

deveiopmentes

t2y--Eiass-four-properey-ts-taxed-as-fotiowas

tay-—Except--as--provided-—in-15-24-1482-ar-35-24-150%1~
preperty-described-in-subseceiena-tit{ay-and-{ijtby-is-taxed
at-the-taxable-percentage--rate--4P¢ 3786% of--its--market
vatues

tby-~Froperty-—describaed--in-subsectien-tiytey-+s—taxed
at-the-taxabie-percentage-rate-2pL 3;86% of-its-market-vatue
muitiptted-by--a--percentage—-figure--based--on--ineome-—and

determfned-frem—chevfoiiawing—tab}é7

Income income Percentage
Singte-Ferson Marrred-Eoupie Muitiptier
-§8---—-— S5t;8060 ~§8-~-—— 5172686 -0%
t700-~-~-276686 r728-———-27406 8%
2760t----3-0060 2740k-——--376686 28%
37684t----47000 3768----47800 30%
4;490t-~--57088 4788¥-——--67000 48%
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578083-———67000 67082~~--F7208 58%
67081--~-77006 F7201----87408 60%
25882--—-85;008 87481-~—-97660 708
87681----97000 97682---307800 80%
37803-—-107008 $67806t—--127008 90%

tey--FProperty---deseribed--—-in--subsectton 3subsections
t1¥¢43 and--tiytey ts——taxed--abt-—one-haltf-——the-—~-~taxabie
pereencage~rate-tPl-eatabhiiahed-in-subsection—{2}tay=

+3y--Until-Fanuary-t7-1986;-the—taxabie-perceéntage-rate
npU_-for-class-four-property-+8-8+55%%

t4y--Prior—--te—-daiy-17;-19867-the-deparement-—of-revenuns
shatl-determine-the-taxable-percentage-rate-—-UpPk-—appitcabie
to--cimas——four-praperty-for-the-revatnatien-eycte-beginning
January-t7-19867-as-foliowas

tay-—Fhe-direcror-of-the-department--of--revenue—-shait
cercify--to-the-goeverner-before-Juty-t7-i5B67-the-percentage
by-which-the-appratsed-vaine-of-ati-property-—tn-—-the--atate
ctassifred-~nnder-—-class--four--as——af--January—i;-19867-has
increaasd-due-to-the-revaination-condueted-—under--15-F-tiz+
Phis--figure—-is-the-certified-statewtde-percentage-tnereases

tb}--Phe-taxabte-vaiuve-of-property--tn--etass--four--is
detefnéned———as——-a——Ennctéon——eé~»bhe——c;rtified——statewide
percentage-increase-—in--acecordance--wrth-—the--tabie--shown
betows

{ey-~Fhits-———table-—timita-—-the--stacewide-—increase-—in
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eatentating—-the-percentage-increase;—the-department-may-not

consider-changes-resuiting-frem—new-constructiony;-additionss

or-detetiona-during-catendar-year-1985+

tdy--Phe--taxable-—-parcentage--must-—be—-carteuniaced--by

itnterpotation--to-~coincide-~with--the-~nearest-whoie-number

certified-statewide-percantage-increase-from--the-—fortawing

tabies

Eertified-Statewide
Percentage-Increase

1]

8

28

EL]

46

56

&6

18

89

94

E3-1:)

p£1:]

E 212

138

140

€iass-FPour-Ffaxabie

Percentage-tpu
B8+55
F=IP
Fri2
657
618
578
G+34
5-82
4=35
4<508
423
4-07
3-88
ELE S

3+56
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Gertified-Seatewide €iass-Peur-Paxabie

Percentage~¥ncrense Percentage-4pt
158 3542
160 3+28
178 3716
+88 365
9@ 2794
288 2-85
210 295
220 2767
238 2+59
248 275%
258 2544
260 237
270 2+3%
286 2+25
290 2+19
360 2+33

t5¥¢3y--Afeer——dJuly—-i7-13867-no-adjustment-may-be-made
by--the--department--to--the--taxable--percentage-—rate-~Ups

estabiished--in--subseetion—--{24fay untii-a-revatunation-has

been-made-as—provided-in-i5-7-1ii-
t61t41—-Hithin—ehe-mecn&nguoE-“camparabie--pnaperty—kss
defined-—~-tn—--15-1-161,;--property——assecssed--as--commercial

property—ts-comparabie-oniy-to-other-—properey-—-assessed--as

~-12- SB 64
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commercial—-prepertyy—-and--property--assessad-as-other—than
cemuereiai—pfopergy—is-comparabie——on%y-—to—-other——property
assessed-as-other—than-commereiai-propertyst
Section-d4---Section--15-6-142;-MEAy-t9-amended-to-reads
L135-6-3i42---Eilass-tweive--property---—-- descriptiron———-
taxabie-percentager——{1ijy-Etass-tweitve-preaperty-ineindes:
) tay--a--tratier—--or—--mobtie--home--used--as-a-residence
except-whens
tky-——hetd-by-a-distributor-or--deater--of--tratlters——er
mobrie-momes—as-hia-ateack—in-trade;-ar
tity-apeecificatrty-ractuded-rn-anacher-ctass;
fbiw—thé—Eirst—sas769G—or—iess—oi—the-ma:het—valua~of—u
tratier—-or--mobite--home--used--as-a-residence-and-actuatiy

occupiéd-for—ut-ieast——ie-—montha——a--year-—na-—the--prémary

" rasidentint--dweitting--of-any-parson-whose-totai-income-from

ati-ssurces-inciuding-otherwise--tax-exempt--ineome—-of--ati
types--ta--not--more-—than--$i8;0800--for—-a-singte-person-or
5+27000~for-a-married-coupies
+2y-~Ciass-twelve-property-is-taxed-as-foliows:
tay-—Preperty-described-itn-subsection-—{i}tay~-that--is
not--of--the-type-deascribed-in-subasceion-titbi—ts-taxed-at
the-taxable-pereentage--rate——"pPly——dessribed--in--15-6-1347
3786% ef-irs-market-vatues
tby-——-Property--described--in-subsection-{tiithy-ts-taxed

pt-the-tazaplte-percentage-rate-"F!;-described--tn--35-6-1345
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1-86% of-ies—market-vaiue-muitiptied-by-a-percentage-figure
based-on-income-and-determined-from-the-tabte-estabiished-in
subsectron-(23{tby-af-15-6-I4¥

SECTION 3. SECTION 15-6-135, MCA, IS AMENDED TO READ:

"15-6-135. Class five property ~-- description -—-
taxable percentage. (1) Class five property includes:

{a) all property used and owned by cooperative rural
electrical and cooperative rural telephone associations
organized under the laws of Montana, éxcept property owned
by cooperative organizations described in subsection {(1}){(c)
of 15-6-137;

(b) air and water pollution control equipment as
defined in this section;

{c) new industrial property as defined in this
section;

(d) any persconal or real preoperty used primarily in
the production of gasochol during construction and for the
first 3 years of its operations;

() all land and improvements and all  personal

property owned by a research and development firm, provided

that the property is actively devoted to research and

development.
(2) {a) "Air and water pollution eqguipment" means
facilities, machinery, or equipment used tc reduce or

control water or atmospheric pollution or contamination by
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removing, reducing, altering, disposing, or storing
pollutants, contaminants, wastes, 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' determipation as to air and water pollution
equipment may be appealed to the board of health and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal board.
However, the appraised value of the equipment as aetermined
by the department of revenue may be appealed to the county
tax appeal board and the state tax appeal board.

{3) "New industrial property" means any new industrial
plant, including 1land, buildings, machinery, and fixtures,
used by new industries during the first 3 years of their
operation. The property may not have been assessed within
the state of Montana prior to July 1, 1961.

(4) (a) "New industry" means any person, corporation,
firm, partnership, association, or other group that
establishes a new plant in Montana for the operation of a
new industrial endeavor, as distinguished from a mere
expansion, reorganization, or merger of an existing
industry.

{b) New industry includes only those industries that:

(i) manufacture, mill, mine, produce, process, or
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fabricate materials;

(ii) do similar work, employing capital and laber, in
which materials unserviceable in their natural state are
extracted, processed, or made fit FEor use or are
substantially altered or treated so as to create commercial
products or materials; or

(iii) engage in the mechanical 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 United
States office of management and budget.

(5) New industrial property does not include:

{a) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or
professions;

(b) a plant that will create adverse impact on
existing state, county, or municipal services; oOr

(c} property used or employed in any industrial plant
that has been in operation in this state for 3 years or
lcnger.

(6) Class five property 13 taxed at 3% of its market
value."

Section 4. Section 15-31-101, MCA, is amended to read:

"15-31-101. Organizations subject to tax. (1) The term

"corperation” includes associationa, joint-atock companies,
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common-law trusts and business trusts which do business in
an organized capacity, and all other corporations whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United States.

(2) The terms “engaged in business” and "doing
business" both mean actively engaging in any transaction for
the purpose of financial or pecuniary galn or profit.

(3) Eveary-—-corporationr-éxcept-as-hereinafter—provided

and-except Except as provided in [section 1] or 33-2-705(6)7

or as may be otherwise specifically provided, every

corporation engaged in business in the state of Montana
shall annually pay tc the state treasurer as a license fee
for the privilege of carrying on business in this state such
percentage or percentages of its total net income for the
preceding taxable year at the rate hereinafter set forth. In
the case of corporations having income from business
activity which is taxable both within and without this
state, the license fee shall be measured by the net income
derived from or attributable to Montana sources as
determined under part 3. This tax is due and payable on the
15th day of the 5th month fcllowing the close of the taxable
year of the corporation; hcewever, the tax becomes a lien as
provided in this chapter on the last day of the taxable year

in which the income was earned and is for the privilege of
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carrying on business in this state for the taxable year in
which the income was earned.

(4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United States and
every savings and lecan association organized under the laws
of this state or of the United States is subject to the
Montana corporation license "tax provided for under this
chapter. For taxable years beginning on and after January 1.,
1972, this subsection is effective in accordance with Public
Law 21-156, section 2 (12 U.S.C. 548)."

Section 5. Section 15-31-401, MCA, is amended to read:

"15-31-401, Application of 1license and income taxes,
{1) It is the intent of the legislature that the corporation
license tax shall be applied to all corporations subject to
taxation wunder part 1 of this chapter. The Excep:t as

provided in subsection (2), the income tax provided by this

part shall be applied to corporations that are not taxable
under part 1 of this chapter but are taxable under an income
tax.,

(2) During its first 5 TAXABLE years of activity 1IN

MONTANA, THE NET INCOME EARNED FROM RESEARCH AND PEVELOPMENT

ACTIVITIES BY a research and development firm as described

in [section 1} is not subjeet to either the corporation

license tax provided in part 1 of this chapter or to the

corporation income tax provided in this pare."
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Secticon 6, Section 15-31-403, MCA, is amended to read:

"15-31-403. Rate of tax imposed -- income from sources
within state defined -- alternative tax. (1) Phere Except as

provided in 15-31-401, there is hereby imposed upon every

corperation for each taxable year an income tax at the rate
specified in 15-31-121 and 15-31-122 upon its net income
derived from sources within this state for téxable years
beginning after Pecember 31, 1970, other than income for any
pericd for which the corporation 1is subject to taxation
under part 1 of this chapter, according to or measured by
1ts net income.

(2) Income from sources within this state includes
income from tangible or intangible property located in or
having a situs in this state and income from any activities
carried on in this state, regardless of whether carried on
in intrastate, interstate, or foreign commerce, but does not
include interest paid on 1loans held by out-of-state
financial institutions recognized as such in the state of
their domicile, secured by mortgages, trust indentures, or
other seéurity interests on real or personal property
located within the state, if the locan 1is originated by a
lender doing business in Montana and assigned out—of-state
and there is no activity conducted by the out-of-state
lender in Montana except periodic inspection o©of the

security.

-16- SB 64

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

22

SB 0064/02

(3) Pursuyant to Article 1III, section 2, of the

Multistate Tax Compact, any corporation required to file a

return under this part and whose only activity in Montana

consists of making sales and which does not own or rent real

estate or tangible perscnal property within Montana and

whose annual gross volume of sales made in Montana does not

exceed $100,000 may elect to pay a tax of 1/2 of 1% of

gross sales made in Montana during the

taxable year. Such

tax shall be in lieu of the tax otherwise imposed under this

section., The gross volume of sales made in Montana during

the taxable year shall be determined according to Article

IV, sections 16 and 17, of the Multistate Tax Compact."

NEW SECTIOM. Section 7. Extension

existing authority of the department of

of authority. Any

revenue to make

rules on the subject of the provisions of this act is

extended to the provisions of this act.

NEW SECTION. Section B. Codification instruction.

Sectigon 1 is intended to be codified as an integral part of

Title 15, chapter 31, and the provisions of Title 1% apply

to section 1.
NEW SECTION. Section 9. Effective
effective July 1, 19B7.

-End-

-20-

date. This act is
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SENATE BILL NO. 64

INTRODUCED BY HALLIGAN

A BILL FOR AN ACT ENTITLED: "“AN ACT PROVIDING FOR A S-YEAR
CORPORATION LICENSE TAX EXEMPTION FOR RESEARCH AND
DEVELOPMENT FIRMS; CLASSIFYING ALL PROPERTY OWNED AND USED
BY A RESEARCH AND DEVELOPMENT FIRM AS CLASS P8HR FIVE
PRCPERTY; AMENDING SECTIONS 15-1-101, 15-6-1347--%5-6-142
15-6-135, 15-31-101, 15-31-401, AND 15-31-4031, MCA; AND

PROVIDING AN EFFECTIVE DATE."

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

NEW SECTION. Section 1. Research and development
firms exempt from taxation -- application. (1) A research
and develepment Eirm organized to engage in business in the

state of Montana FOR THE FIRST TIME is not subject to any of

the taxes imposed by this chapter ON NET INCOME EARNED FROM

RESEARCH AND DEVELOPMENT ACTIVITIES during its first 5

TAXABLE years of activity IN MONTANA. FOR_PURPOSES OF [THIS

ACT], "TAXABLE YEARR" MEANS A RESEARCH AND DEVELOPMENT FIRM'S

TAXABLE YEAR FOR FEDERAL INCOME TAX PURPOSES,

(2) {a) To be considered a research and development
firm, the ohief executive officer of the firm or his agent
shall file with the department of revenue an application for

treatment as a research and development firm.

Ac\ﬂfn/!anz Legislative Council
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(b} The application must be made on a form to be
provided by the department. The form must include, at a
minimam:

{i) the name and address of each cfficer of the
research and development firm;

(ii) the name of the research and development firm as
required for the purpose of incorporation in 35-1-202;

(iii) the address of its initial registered office
required for the purpose of incorporation as required in
35-1-202;

(iv) the date the articles of incorporation were filed
with the secretary of state as required in 35-1-203; and

{v) other information the department requires to
effectively administer the provisions of this section.

(c) The application must be filed with the department
before the end of the first calendar guarter during which
the research and development firm engages in business in
Montana.

{3} On receipt of the information required in
subsection (2)(b), provided that it was filed in the time
allowed under subsection {2)(c), the department shall
designate the applicant as a research and development firm
for the purposes of this section,

(4) Failure by an applicant to provide information

required by the department under subsection (2)(b) or,

THIRD READING
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except as provided in subsection {5), Eailure to file within
the time allowed under subsection (2)(c)} automatically
disqualifies the applicant from being designated and treated
as a research and development firm for the purposes of this
section,

{S5) The director of the department may grant an
extension of time for an applicant to £ile an application
for treatment as a research and development firm, provided
the extension is given in writing and the extension does not
extend beyond 30 days from the date the application was
required to be filed under subsection (2)(c).

(6) For the purpose of calculating or otherwise
determining the periocd for which a deduction, exclusion,
exemption, or credit may be taken under the provisions of
this chapter, the department shall disregard a research and
development firm's first 5 TAXABLE vyears of activity IN
MONTANA and administer the deduction, exclusion, exemption,
or c¢redit as if the corporation 4id not exist during that

pariod THOSE TAXABLE YEARS. This treatment of a research and

development firm extends to net operating loss carryback and
net operating loss carryforward provisions allowed under
this chapter.
t?y——Por--ehe--purposes—-of--this--seektion;--the-5-year
exemption-period-begina——with--the--firat--catendar-—guarter

during-which-the-researeh-and-deveiopment-firm-is-sngaged-in

-3- SB 64
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business-—-and--extends--through--che--foliowing--19-caiendar
quarterss

Section 2. Section 15-1-101, MCA, is amended to read:

"15-1-101, Definitians. (1) Except as otherwise
specifically provided, when terms mentioned in this section
are used in connection with taxation, they are defined in
the feollowing manner:

(a) The term "agricultural" refers to the raising of
livestock, poultry, bees, and other species of domestic
animals and wildlife in domestication or a captive
environment, and the raising of ¢field crops, Eruit, and
other animal and vegetable matter for food or fiber.

{b) The term "assessed value" means the value of
property as defined in 15-8-111,

{c) The term “"average wholesale wvalue" means the value
to a dealer prior to reconditioning and profit margin shown
in national appraisal guides and manuals or the valuation
schedules of the department of revenue.

(d) (i) The term “commercial®, when used to describe
property, means any property used or owned by a business, a
trade, or a nonprofit corporation as defined in 35-2-102 or
used for the production of income, except that property
described in subsection (ii).

{ii) The following types of property are not

commercials:
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agricultural lands;

timberlands;

single-family residences and ancillary

improvements and improvements necessary to the function of a

bona fide farm, ranch, or stock operation;

(D)

mobile homes used exclusively as a residence

except when held by a distributor or dealer of trailers or

mobile homes as his stock in trade;

(E)
(F)
(G)
(e)

all
all
all

The

has similar

by the

governmental,

property described in 15-6-135;
property described in 15-6-136; and

property described in 15-6-146.

term “comparable property” means property that

use, function, and utility; that is influenced
set of econonic trends and physical,

and social factors; and that has the potential

of a similar highest and best use.

L£)

unsecured,

(g)

The

term "credit" means solvent debts, secured or

owing to a person.

The term "improvements" includes all buildings,

structures,

fences, and improvements situated upon, erected

upon, or atfixed to land. When the department of revenue or

its agent

determines that the permanency of location of a

mobile home or housetrailer has bheen established, the mobile

home or housetrailer is presumed to be an improvement to

real property. A mobile home or housetrailer may be

-5- SB b4
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determined to be permanently located only when it is
attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed.

{h) The term “leasehold improvements" means
improvements to mobile homes and mobile homes located on
land owned by another person. This property is assessed
under the appropriate classification and the taxes are due
and payable in two payments as provided in 16-24-202.
Delinguent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

(i) The term "livestock" means cattle, sheep, swine,
goats, horses, mules, and asses.

{j) The term "mobile home" means forms of housing
known as "trailers", "housetrailers™, or "trailer c¢oaches"
exceeding B feet in width or 45 feet in length, designed to
be moved from cne place to another by an independent power
connected to them, or any “trailer”, "housetrailer", or
"trailer coach” up to 8 feet in width or 45 feet in length
used as a principal residence,

(k) The term "personal property" includes everything
that is the subject of ownership but that is not included
within the meaning of the terms "real estate" and
"improvements".

(1) The term "poultry" includes all chickens, turkeys,

geese, ducks, and other birds raised in domestication to
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produce food or feathers.

fm) The term "“property" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and haz been taxed.

(n) The term "real estate” includes:

(i) the possession of, claim to, ownership of, or
right to the possession of land;

(ii) all mines, minerals, and gquarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part 8; all timber belonging to individuals or
corporations growing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

(0) "Research and development firm" means an entity

incorporated under the laws of this state OR A FOREIGN

CORPORATION AUTHORIZED TO DO BUSINESS IN THIS STATE whose

principal purpose is to engage in thecretical analysis,

exploration, and experimentation and the extension of

investigative findings and theories of a scientific and

technical nature into practical application for experimental

and demonstration purpoges, including the experimental

production and testing of mode' ., devices, equipment,
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materials, and processes.

tor{p) The term "taxable value” means the percentage
of market or assessed value as provided for in 15-6-131
through 15-6-140.

{2) The phrase "municipal corporation” or
"municipality" or "taxing unit" shall be deemed to include a
county, city, incorporated town, township, scheool district,
irrigation district, drainage district, or any person,
perscns, or organized body authorized by law to establish
tax levies for the purpose of raising public revenue.

{3} The term "state board" or "board" when used
without other gualification shall mean the state tax appeal
board."

Seestien-3---Saction—-15-6-1347-MEA7-ta-amended-to-read:

835-g~1Jdr-~Eiass--fonr--preperey-———-- deseription——-
tarabie-pereentages-—-{iy-iass-feunr-property-inctudess

{a}--ati--iand--except as-provided-in—subsection—tirtey

and that-specifieatiry-ineciuded-in-another-ctasss

thy——ati-improvemenca-except as-provided-in--subsection

tiytey-and those-specifieatiy-inciuded-in-another—ciass;
tey——the—-—first—-53357;000-or-tess—cf-the-market-vatue-of
any-imprevement-on-reat-property-and-—appurtenant-—iand--—not
exceeding—-5--aeres——swned--eor--under——contract-for-deed-and
actuatriy-oceupied-for-at-least—-18--months--a--year—-as--the

primary--tresidentiat--dweiling--of--any--persen--whose-totat
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income--from-—ali—-sources-—including--otherwise--tax-exempt
income-—-of--ati-—types—is-nee-more—than-$16;606-for-a-aingte
person-or-4127880-far—a-married-coupies
tdy--ail-gotf-coursesy-inciuding-iand-and--improvements
actuaiiy-and-necessarity-used-for-that-purposey-that-consist
of-—ak--teast-9-holes-and-net-tess-than-37008-tineat-yardss;

{ej-—att--tand-—and-—improvements--and---ati-——personai

pteoperty-—owned-by-a-research-and-devetopment—firmr-provided

that—the-—property—-—is--actively--devoted-—ea-~researeh--and

deveiopment:
+24--€tans-four-preperty-is—taxed-as-foitowss

tay--Bxcept--as--provided--in-15-24-1482-0r-35-24-25017
property-deseribed-in-subsections-tiitar-a2nd-{t1ytby-is-taxed
at-the-taxabie-percentage--rate-—-L4P%  3786% of--its--market
valiues

tb}—-Property-—deseribed-—in-subsection—{ijter-is-taxed
ae-the-taxablie-percentage-rate-LPL 3:86% of-ies-market-vaine
muttipiied-by--—a--pereentage--figure—-based--on--income--and

determined-from—the-folicwing-tabies

Income income Fereentage
Singie-Person Married-Coupie Muttiptier
—-§8-—-—- SQTBBB -58-———= 317200 -8%
1780~----27868 17283----27460 8%
27803----3;6060 2+481----37600 20%
37883----47000 3768---—-47860 38%
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47003--—-57000 4780:----67000 6%
57803———-67000 6700%——--77200 50%
6700t----77088 F728%---—87408 60%
37002-——-B7000 A7 482————-97600 76%
87601——— 97600 9760%—-107800 Y
27681--~107000 367808+---227000 904

tey-——Property——-deseribed---in-—subssction subsections
t3¥tdy and--tijtey is——eaxed--at--one-haif---the-——paxabie
percentage-rate—2pl-pantabtished-in-subsection-¢23tads
t3y--Untii-Fanuary-i7-19867-the-caxabte-percentage—rake
Ltpr-for-ciass-four-preperty-ia-B-565%<
t43——Prior——te-—-Juiy-17-19867-the-department-of-ravenue
shait-determine—the-taxabie-percencage-rate--Lpi——appiieable
to--ciasa--feur-property-for-the-revaination-eyeie-beginning
danvary-17;-19867-an-foltiowss
tay--Fhe-director-of-rhe-department--of--revenuns——-shati
certify--to—thea-governer—before-Jduly-17-19867-the-pereceneage
by-which-the—appraised-vaiune-af-gli-properey——in--the--seaee
ciassified--under--ciass--four--as——-of--January-itr-19867-has
inereased-due-to-the-revaination-conducted——under——~35-F-311+
Phis-~fiqure-ia-the-certified-statevide-percentage-increases
tby--Fhe—taxabtea-vatue-of-properey--in--class—-four-—ia
determined---as———a--funetion—-of--the——-certified-—atatewide
percentage-tnerease——in--pccordance-—-with--the——tabie--shown

betew:
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ar-deletions-during-catendar-year-1585<c

t+d}--Ffhe--taxabie--percentage--must--be-—calteniated—-by
interpotation-——-to--coineide--with——the--nearesc-whote-number

certified-statewide-percentage-increase-frem--the--fottowing

tabtes
Eertified-Statewide
Percentage-increase
[}
10
20
EL
46
5@
68
76
ae
9a
0@
16
120
336

_ll-—

Etass-Feur-faxable
Percefntage-4pH
8+55
FT??

Fri2
6557
6718
5:78
5734
5v82

4767
3-88

3:%%
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Gertified-Statewide €iass-Four—Taxabie

Percentage-increase Percentage—upt
46 3756
156 Iv42
166 328
178 I+i6
180 3:85
196 2794
26868 2+85
210 2:75
228 2767
236 ’ 259
240 2+5%
2568 2o 44
260 2-33
2760 2+3%
280 2725
290 2719
ELT:] 2:33

+5Y¢3)--After-——duiv——17;-19867-no-adjusement-may-be-made
by--the—-department—--to——-the-—taxabie--percentage——-rate—-4p*

eatablished-——in——subsection--t2¥{ay untit-a-revaination-has

been—-made-as-provided-in-15-3-133<
+6Yt4)y--Within-the-meaning—of--cemparable—-property--as

defined-—-in---15-1-18i;--preperty--assessed--as--commercial
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property—is-comparable-onty-to-sther--property--assessed--as
commereiat-—propereyy-—and--property-—-assesased-as-other-than
commereial-property-is-comparable--onity--te--other--propetty
assessed-as-ather-than-commereial-prepereys4
Seeeion-dr--Seceion--15-6-3427-MEA;-ta-amended-to-read:
235-6-3427--Easa-eweive--property-————— deseription——--
taxabie-pereentages—-tiy-Eiass-twelve-property-inciudes:
tay-—a--tratter--or--mebile--home-—-used--as-a-residence
except—whens
tty--heitd-by-a-distributor-or--deater--of--tratters—-or
mobiie-homes-as-his-steck-in-trade;-or
tiit-specificatty-inciuded-in-another-eiass;
thy——tihe—fipat-$357000-ar-Ienn-of-the-markes-vatue-cf-a
rraiier--or--mobiie—-home--used--as-a-residence-and-actuaiiy
oceupted-for-at-teast--18--montha--a--year--as--the--primary
residential--dwelling--of-any-person-whose-totat-income-£froam
ati-sources—inctuding-otherwise--tax-exempe-—income—-of-—-ati
types--is--mot--more--than--$10;00808--for--a-singie-persen-or
9327060-for-a-married-coupies
¢25——Eiasa-twelve-property-is-taxed-ns-fetiows:
taj—-Propercy-deseribed-in-subsection--tiytay——that—-+is
not--of--the~type-described-in-subsection-tiytby-ia-taxed-at
the-taxebie-percentage—-rate-—-4Pl;—-deseribed--in--15-6-134y
37B6% ef-ita-market-vaiues

tb}--Preoperey--deseribed——in-subsection—{iythi-is-tared
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at-the-taxabie—pereentage-rate-4pi;-described——in--15-6-1347
3:86% of-its-market-vatue-muttiplied-by-a-percentage-figure
based-on-income-and-datermined-from—the-tablie-astabiished-in
aubsection-t21tby-0f-15-6-334=2

SECTION 3. SECTION 15-6-135, MCA, IS BAMENDED TO READ:

"15-6-135. Class five property -- description --
taxable percentage. (1) Class five property includes:

(a) all property used and owned by cooperative ryral
electrical and cooperative rural telephone associations
organized under the laws of Montana, except property owned
by cooperative organizations described in subsection (1)(¢)
of 15-6-137;

(b) air and water pollution control equipment as
defined in this section;

(¢) new industrial property as defined in this
section;

(d) any perscnal or real property used primarily in
the production of gasohol during construction and for the
first 3 years of its operations;

fe) all land and improvements and all personal

property owned by a research and development firm, provided

that the property is actively devoted to research and

development.
{2) (a) "air and water pollution equipment” means

facilities, machinery, or eguipment used to reduce or
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control water or atmospheric pollution or contamination by
removing, reducing, altering, disposing, or storing
pollutants, contaminants, wastes, 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
equipment may be appealed to the board of health and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal board.
However, the appraised value of the equipment as determined
by the department of revenue may be appealed tc the county
tax appeal board and the state tax appeal board.

{3} "New industrial property" means any new industrial
plant, including 1land, buildings, machinery, and fixtures,
used by new industries during the first 3 years of their
operation. The property may not have been assessed within
the state of Montana prior to July 1, 1961.

{4) (a) "New industry" means any person, corporation,
firm, partnership, association, or other group that
establishes a new plant in Montana for the operation of a
new industrial endeavor, as distinguished from a mere
expansion, reorganization, or merger of an existing
industry.

{b) MNew industry includes on>y those industries that:

-15~ 5B 64
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(i) manufacture, mill, mine, produce, process, or
Eabricate materials;

{ii) do similar work, emplcoying capital and laber, 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 ar chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Claasification Manual prepared by the United
States office of management and budget.

(5) New industrial property does nct include:

(a}) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or
professions;

tb) a plant that will create adverse impact on
existing state, county, or municipal services; or

(c}) property used or employed in any industrial plant
that has been in operation in this state for 3 years or
longer.

(6). Class five property is taxed at 3% of 1its market
value."”

Section 4. Section 15-31-101, MCA, is amended to read:

"15-31-101. Organizations subject to tax. (1) The term
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"corporation” includes associationg, joint-stock companies,
common-law trusts and business trusts which do business in
an organized capacity, and all other corporations whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United States.

{2) The terms ‘“"engaged in business" and "doing
business" both mean actively engaging in any transaction for

the purpose of financial or pecuniary gain or profit.

(3) Every-—corperationy-except-as-hereitnateer-provided

and-exeept Except as provided in [section 1] or 33-2-705(6)7

or as may be otherwise specifically provided, every

corporation engaged in business in the state of Montana
shall annually pay to the state treasurer as a license fee
for the privilege of carrying on business in this state such
percentage or percentages of its total net income for the
preceding taxable year at the rate hereinafter set forth. In
the case of corpcocrations having income Efrom business
activity which is taxable both within and without this
state, the license fee shall be measured by the net income
derived from or attributable to Montana sources as
determined under part 3. This tax is due and payable on the
15th day of the 5th month feollowing the close of the taxable
year of the corporation; however, the tax becomes a lien as

provided in this chapter on the last day of the taxable year
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in which the income was earned and is for the privilege of
carrying on business in this state for the taxable year in
which the income was earned.

{4) Every bank organized under the laws of the state
of Montana, of any other state, or of the United States and
every savings and lecan association organized under the laws
of this state or of the United States is subject to the
Montana corporation license tax provided for under this
chapter. For taxable years beginning on and after January 1,
1972, this subsection is effective in accordance with Public
Law 91-156, section 2 (12 U.S.C., 548)."

Section 5. Section 15-31-401, MCA, is amended to read:

"15-31-401. Application of license and income taxes.
(1} It is the intent of the legislature that the corporation
license tax shall be applied to all corporations subject to
taxation under part 1 of this chapter. The Except as

provided in subsection (2), the income tax provided by this

part shall be applied to corporaticns that are not taxable
under part 1 of this chapter but are taxable under an income

tax.

{2) During its first 5 TAXABLE years of activity IN

MONTANA, THE NET INCOME EARNED FROM RESEARCH AND DEVELOPMENT

ACTIVITIES BY a research and development firm as described

in [section 1] is not subject to either the corporation

license tax provided in part 1 of this chapter or to the
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corporation income tax provided in this part,*

Section 6. Section 15-31-403, MCA, is amended to read:
"15-31-403. Rate of tax imposed -- income from sources
within state defined -- alternative tax. (1) Phere Except as

provided in 15-31-401, there is hereby imposed upon every

corporation for each taxable year an income tax at the rate
specified in 15-31-121 and 15-31-122 wupon its net income
derived from sources within this state for taxable years
beginning after December 31, 1970, other than income For any
period for which the corporation is subject to taxation
under part 1 of this chapter, according to or measured by
its net income.

(2) Income from sources within this state includes
income Erom tangible or intangible property located in or
having a situa in this state and income from any activities
carried on in this state, regardless of whether carried on
in intrastate, interstate, or foreign commerce, but does not
include interest paid on loans held by out-of-state
financial institutions recognized as such in the state of
their domicile, secured by mortgages, trust indentures, or
other security interests o¢n real or personal property
located within the state, if the lcan is originated by a
lender doing business in Montana and assigned out-of-state
and there is no activity conducted by the out-of-state

lender in Montana except pericdic inspection of the
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security.

{3) Pursuant to Article III, section 2, of the
Multistate Tax Compact, any corperation required to file a
return under this part and whose only activity in Montana
consists of making sales and which does not own or rent real
estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana does not
exceed $100,000 may elect to pay a tax of 1/2 of 1% of
gross sales made in Montana during the taxable vear. Such
tax shall be in lieu of the tax otherwise imposed under this
section. The gross volume of sales made in Montana during
the taxable year shall be determined according to Article
IV, sections 16 and 17, cof the Multistate Tax Compact."

NEW SECTION. Section 7. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended tc the provisions of this act.

NEW SECTION. Section 8, Codification instruction.
Section 1 is intended toc be cedified as an integral part of
Title 15, chapter 31, aid the provisions of Title 15 apply
to section 1.

NEW SECTION. Section 9, Effective date. This act is
effective July 1, 1987.

-End-
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SENATE BILL NO. 64

INTRODUCED BY HALLIGAN

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A S5S-YEAR
CORPORATION LICENSE TAX EXEMPTION FOR RESEARCH RND
DEVELOPMENT FIRMS; CLASSIFYING ALL PROPERTY OWNED AND USED
BY A RESEARCH AND DEVELOPMENT FIRM AS CLASS PEHR FIVE
PROPERTY; AMENDING SECTIONS 15-1-101, 35-6-%347--15-6-142
15-6-3¥357 15-31-101, 15-31-401, AND 15-31-403, MCA; AND

PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. Research and development
firms exempt from taxation -- application. (1) A research

and development firm organized to engage in business in the

state of Montana FOR THE PIRST TIME is not subject to any of

the taxes imposed by this chapter ON NET INCOME EARMED FROM

RESEARCH AND DEVELOPMENT ACTIVITIES during its FEirst 5

TAXABLE years of activity IN MONTANA. FOR PURPOSES OQF [THIS

ACT), "TAXABLE YEAR" MEANS A RESEARCH AND DEVELOPMENT FIRM'S

TAXABLE YEAR FOR FEDERAL INCOME TAX PURPOSES.

(2) {(a) To be considered a research and development
firm, the chief executive officer of the firm or his agent
shall file with the department cI revenue an application for

treatment as a research and development firm.
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(b) The applicaticn must be made on a form to be
provided by the department. The form must include, at a
minimum:

(i) the name and address of each officer of the
research and develcpment firm; .

(ii) the name of the research and development firm as
required for the purpose of incorporation in 35-1-202;

{iii) the address of 1its 1initial registered office
required for the purpose of incorporation as required in
35-1-202;

{(iv) the date the articles of incorporation were filed
with the secretary of state as required in 3%-1-203: and

{v) other information the department requires to
effectively administer the provisions of this section.

{c) The application must be filed with the department
before the end of the first ¢alendar guarter during which

the research and development firm engages in business in

Montana.

{3y On receipt of the information reguired in
subsection (2)(b), provided that it was filed in the time
allowed under subsection (2)(c¢), the department shall

designate the applicant as a research and development firm

for the purpecses of this secrion.

{4) Faillure by an applicart ¢ provide ntormation
required by the department under subsection (2)(b) or,
_2- SB 64
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except as provided in subsection (%), failure to file within
the time allowed under subsection ({2)(c) automatically
disqualifies the applicant from being designated and treated
as a research and development firm for the purposes of this
section.

{5) The director of the department may grant an
extension of time for an applicant to file an application
for treatment as a research and development firm, provided
the extension is given in writing and the extension does not
extend beyond 30 days from the date the application was
required to be filed under subsection (2){c}).

(6) For the purpose of calculating or otherwise
determining the period for which a deduction, exclusion,
exemption, or credit may be taken under the provisions of
this chapter, the department shall disregard a research and
development firm's first 5 TAXABLE vyears of activity IN
MONTANA and administer the deduction, exclusion, exemption,
or credit as if the corporation did not exist during thas

periad THOSE TAXABLE YEARS. This treatment of a research and

development firm extends to net operating loss carryback and
net operating loss carryforward provisions allowed under
this chapter.

{7) A PROPOSED RESEARCH AND DEVELOPMENT FIRM MAY,

PRIOR TO INCORPORATION, SUBMIT THE INFORMATION REQUIRED

UNDER SUBSECTION (2)(8) TO THE DEPARTMENT FOR A PRELIMINARY
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DETERMINATION OF WHETHER THE PROPOSED FIRM WOULD QUALIFY FOR

THE TAX EXEMPTION PROVIDED FOR IN SUBSECTION (1}

t#4--For—-the--purposes--sf--this--secttony--the--5-year
exemptton--pertod--begins-—-withn--ethe——£first-carendar-quarter
during-which-the-researeh-and-devetopment—£firm-ts-engaged-in
pusiness—and--extends--through--the-~foritowtng--i9--catendar
qrarterss

Secticn 2. Section 15-1-101, MCA, 1s amended to read:

"15-1-101. Definitions. (1) Except as otherwlse
specifically provided, when terms menticned in this section
are used in connection with taxation, they are defined in
the following manner:

{a) The term "agricultural" refers to the raising of
livestock, poultry, bees, and other species of domestic
animals and wildlife in deomestication or a captive
environment, and the raising of field crops, fruit, and
other animal and vegetable matter for food or fiber.

(b) The term "assessed wvalue” means the value of
property as defined in 15-8-111.

{c) The term "average wholesale value" means the value
to a dealer prior to reconditioning and profit margin shown
in national appraisal guides and manuals or the valuation
schedules of the department of revenue.

{(dy (i) The term "commercial®, when used to describe

property, means any property used or owned by a business, a
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trade, or a nonprofit corporation as defined in 35-2-102 or
used for the production of income, except that property
described in subsection (ii).

{ii) The following types of property are not
commercial:

(A) agricultural lands:

{B) timkerlands:

{€C) single-family residences and ancillary
improvements and improvements necessary to the function of a
bona Eide farm, ranch, or stock oOperation;

(D) mobile homes used exclusively as a residence
except when held by a distributor or dealer of trailers or
mobile homes as his stock in trade;

(E) all property described in 15-6-1353;

(F) all property described in 15-6-136; and

(G) all property described in 15-6-146.

(e) The term "comparable property"” means property that
has similar use, Efunction, and utility; that is influenced
by the same set of economic trends and physical,
governmental, and social facters; and that has the potential
of a similar highest and best use.

(£) The term "credit” means solvent debts, secured or

ansecured, Owlng tc a person,

13) The rterm "improvements" includes zil buildings,
sTructuTes, tences, and improvements situated upon, erected
-5- SB 64
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upon, or affixed to land. When the department of revenue or
its agent determines that the permanency of location of a
mobile home or housetrailer has been established, the mobile
home or housetrailer is presumed to be an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently located only when it is
attached to a4 foundation which cannot feasibly be relccated
and only when the wheels are removed.

(h} The term "leasehold improvements" means
improvements to mobile homes and mobile homes locared on
land owned by ancther person. This property is assessed
under the apprupriate classification and the taxes are due
and payable in two pdyments as provided 1in 15-24-202.
Delinguent taxes on such leasehold Lmprovements are a lien
only on such leasehold improvements.

{i1) The term "livestock"” means ca-tle, sheep, swine,
goats, horses, mules, and asses.

{(j)y The term "mobile home" means forms of housing
known as "trailers", "housetrai.e:rs", or "traller coaches"”
exceeding 8 feet in width or 45 teet in length, designed to
be moved from cne place to another by an independent power
connected to them, o©r any "trailer", "housetrailer", or
"tratlier ooach"  up o 8 feet in width or 45 feet in length
ssed as a principal residence.

{k) The rernm "persona: property” includes everything

-€- SB 54
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that is the subiect of ownership but that is not included
witnin the wmeaning of the terms "real estate" and
"improvements".

(l) The term "poultry" includes all chickens, turkeys,
geese, ducks, and other birds raised in domestication to
produce food or feathers.

(m) The term "property" includes wmoneys, credits,
bonds, stocks, franchises, and all cther matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corparation when
the property of such company or corpcration represented by
the stocks is within the state and has been taxed.

(n) The term "real estate” includes:

(i) the possession of, claim to, ownership of, or
right to the possession of land;

{11) all mines, minerals, and quarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part 8; all timber belonging to individuals or
corporations growing or being on the lands of the Uniced
States; and all rights and privileges appertaining thereto.

(¢) "Research and development firm" means an entity

incorporated under the laws of this state OR A FOREIGN

CORFPORATION AUTHORIZED TO DO BUSINESS IN THIS STATE whose

principal purpose is to engage in theoretical analysis,
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exploration, and experimentation and_ the extension of

investigative findings and theories of a scientific and

technical nature into practical application for experimental

and demonstration purposes, 1including the experimental

producticn and testing of models, devices, equipment,

materials, and processes.

tey{p] The term "taxable value” means the percentage
of market cr assessed value as provided for in 15-6-131
through 15-6-140.

{2) The phrase "municipal corporation” or
"municipality" or “taxing unit" shall be deemed to include a
county, clty, incorporated town, township, school districe,
irrigation district, drainage district, or any person,
persons, or organized body authorized by law to establish
tax levie; for the purpose of raising publlic revenue.

(3) The term "state board" o5r "beoard" when used
without other gqualification shall mean the state tax appeal
board."

Sectran-3:--Section-15-6-1347;-MEA7-ts-amended-te--read:

435-6~t3dr~-Cigas——-—four--property-—--—-—-- descripeton-—-—

caxabhie-pareentages--+it3-Crass-fonr-properey-incindess

tat--ali-iand-exeepr as-provided-in--subsection--tijtey

and that-spectficatiy-incinded-in-anacher-ciasss

fBy-—att--improvements-except as—Eravrded—+n—subsectfen

tijtey—and those-spectficatty-inciuded-in-another-ciass;
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tey—-ehe-£firse-53157000-or-1tess—of-the-mariket--vatue--af
any--tmprovement--on--reat-preperty-and-appurtenant-iand-not
excesding-S-acres-owned--or-—under—--contract--far--deed--and
actuatty-—occnpied-—far--at--iease--i6--months-a-year-as-+he
primary-residentiat--dweitiing--of-—-any--perason--whose--totai
tncome-—from--ati--seunress--inciuding—-—otherwide--—tax-exempt
income-ocf-ati-types-+s-mar-more-ehan-51650600-—-for-—a--singte
persen-or-512;8006-for-a-marrted-couptes

tdy--ati--gotf-sonrses;-ineciuding-tend-and-improvements
actumity-and-necessariiy-used-for-that-punrposer—that-consist
cf-at-teasr-9-hotes-and-not-iess-ethan-3;868--irneat--yardssrs

tey—-ati-—-ltand---and-—-impravements-—-and~--all--personai

property-swned-by-a-research-and-development-firms--provided

tnat-—-the--property--is--acttvety--devoted--to--research-and

devetopments

t23-~Ciass-four-property-ta-taxed-as-foriowar

tay--Exeepr-as-provided-in--15-Z4-1482--or--15-24-35081;
property-described-in-subsecttons-tijteay-and-{tiytb}-ts-taxed
ac--the--taxabie--percentage-—-rate--4p4 3:86% of-tra-markes
vatnes

thy--Properey-described-in-subsection-t34ted-—ta--caxed
at-the-taxabie-perceneage-rate-Upl 3-66% of-tta-markec-vaiue
ruirrpited--by--a--percentage--figure--based--on--income-and
derermined-trom-the-fottowing-tanies

fneome income Parcentage
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Singte-Fersen Married-8anple Moitipiter
~$B---—- 517009 -58----- 5172088 -8%
$7002----27006 7281 --~~27400 10%
27003----37888 27483----37688 26%
37061-——-—-476688 3760t----47808 38%
4788----57888 788 ——--67884 40%
57808----67808 6708——--77208 S6%
6r88r---—77;888 F5201----87400 66%
7760x----B708080 By463----97668 8%
8766----97984 97601-~--16,800 BO%
57881---18706848 $8786---227808 99%
tey--Property--described--tn-—-sgbsection subsectrans

tirtdy and---tiyfey

ta--taxed-—at--—ane-kRaif--—the-——raxanis

perecentaqe-rate-Upl-eatabiished-tn-scbsection-t23tads

t3y-—Hrtti-danamry-t7-¥9867-the-taxable-percanctage-rare

Upl-far-ctass—four-property-—+a-8:55%<

t43-~Prior-to-duiy-i;-196867-the--deparement——nf--ravenue

ashati--determine--the-taxabie-percencage-rate-SpLi-appircapie
to-ciass-founr-property-for-the-revatuation--cyec:ze--beginning
dannary-i;-19867 ma-fotitows:
tey--Fhe--directar——of--che-deparement-of-revenue-shati
eertify—to—the-governor-before-Juiy-i7-19867-the--percentage
by-—whteh-—-the--appratesed-vatue-of-ati-preperty-tn-the-scatce
cltamsrfred-under-ciags-fenr--as--sf--Jamgary--t;--198o07--ma=

tncreased--dne-~to-the-revatuation-conducted-under-+5-7-%1i<

Cig- SB 64



10
11
12
i3
14
15
16
17
13
19
20
21
22
23
24

25

SB 0064/04

This-figure-is-the-certified-statewide-parcentage——inereases

tby~-Fhe--taxabite--vatue-—-of—-property-in-ciaas-four—is
dererminad-—as--a--funcrion-—-of--the---certifred---statewide
percentage—-tncrease——in--acecordance-—-with——-the--tabla-ahown
beiows

te3-—Phis-——table--timits--the--statewtde~-increase——-in
taxable--vaiuation--resuiting--from--reappraisat-—-ta--0%z-in
catcutating-the-percentage-increase;-the-deparement-may--net
censider-changes-resuniting-from-new-censtructiony—addittonss;
cr-detetiona-during-catendar-year-1985<

tdi~—-Fhe--taxabie--percentage--must--be--caicnianted--by
interpolation-to-cotnetde--with--the--neareat--whote--number
certified--statewide——parcantage-inerease-from-the-fatiowing
cabies

Eertifted-Statewide €tass—Four-Faxabte

Pereentage-increase Percentage-4p&
2} 8:55
10 FFF
20 732
30 6<5%
40 6-:6
58 5+78
608 5-34
78 S5r82
86 4375
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Percentage—-Increase
L
EY: 1)
110
128
130
140
58
168
170
+89
196
260
230
228
238
248
250
266
276
266
238
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Eiamsa-Foaur-Faxabie

Percentage-1pt

4797
3-88
I+F
3756

I-42

316
3785

2794

2767
27599

2:5%

t54t3}--Afeer—duty-i7-19867-no-adiusement-may—-be-—-made
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by--the——departmenh—-ta—-the——taxabie——percentnge--:ate--“P“

established-in-subsection-t24ftay untri-—-a--revaination—-hes

been-made-as-provided-in-35-7-12%+
t63¢4)--Wrehin--the--meaning--of-comparabie-property-as
defined-~-+n--15-1-18i;-—-property--assessed---as---commereciat
propercy-—ta--comparabte--enty-ts-other-property-assessed-as
commerciat-propertys-and-property--assessed--as--other—-then
commerciatr--property--its—-comparabite--oniy-te-ether-property
assessaed-as-other-than-cemmereini-propereys
Sectton-4s--Section-t5-6-1425-MEAT~t9-amended-to--reads
L435-g-1d427-—-€lass--tweive- -property——-—-—— deseription——-
taxable-peresntage---tiy-€inns-tweive-property-inciudess
tay-——a-ceratier-or--mobile--home--naed--as--a--residence
axcept-when:
tt4-~hetd-—-py--a-~diseriputor--or-deater-ef-craiters-or
mobtie—homes-as-his-stsck-in-trade;-eor
ttty-speeificaiiy-rnctuded-in-anether-ciasss
thy--eme-frrse-535;000-or-tess-of-the-market-vatue-of-a
tratter—or-mebite-home-used--as--a--residence--and--actuaiiy
sccupied--for--at-—lteast--i9--manths--a--year-as-the-primary
residentinal-dwetiling-of-any-persen-whose-totat--tneome-—-from
ati--souressa--inciuding-—otherwise--tax-exempe-income-of-ati
typea-ts-nor-mere--ehan--5107088-~for-—a——singie--parasn-—-or
5iZ27888~8mr-a-marered-couptes

t24--Ciass-—eweive-property-te-tared-as-foltowas
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tay--Property--described--in--subssctian—tiytat-that-+a
net—of—the-type-described-in-sub:ection-f&ftbf—&s—veaxed~—nt
the--taxabie--percentage--rate--4pli;--described-in-15-6~1347
3-86% of-tta-market-vatue:

{b}-—Property-deseribed-in-subsection-{iithi-—ta——caxad
at--the--raxabie-percentage-rate-4pPi;-desecribad-in-15-6-+34y
3:086% cf—tts—market—vaiue—mu}t:p}xed—by—a—percentage——E&qure
based-on-inceme-and-derermined-from-—the-rable-esatabiished-in
subsectron~{t2+tby-0f-15-5-134-4

SEETfGN—ar——SEETfeNif}E-6—%357—M€A7—ES~AMENBEB-?8—REEB?

H45-6-+35r--Ctass--five-—property————=- deseription-----
taxabie-percentaQET——fif—Eiass—Eive—property—inciudesr

fq¢~-a}}——property——u:ed“und-ownedﬁby—cooperativefrurai
e}ectricaiA~nnd——cccpefative—-fura}k—teiephone——a::ociations
crganized-—uﬂaer——the—iaws'of—MontanaT—except—property-owned
by—:coperative-organr:acrona*described-tn—subsectton—-f%7fc+
of-35-6-137+

fbf——ntr—-and——water——pci%ucicn-fccntrci——cqutpment-~as
defrned-+n-this-section=

tey--new--induseriat--property- -as--defimed---im-=-thia
sectrons

fd}—-any——pefsonni-uor—-reai—property—used-primariiy-+n
the-producrion of -gasonoi-during-esnstrretion--and—-—for-——ehe

frrac-3-yeara-of-rte-spasmeranst

rej—-aii———iandvfvana‘Aimprqvemen:sf-and——a;éljgefaonat
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property-owned-by—a-research-and-development-firm;—-provided

that--the--property--ia--actively--devoted--te—-research-and

developments

t2¥-~tay-“Airr--and--water--poiilntion--equipmenci--means
factitrtesr--machinerys;-—or--equipment--used--to--reduce--or
controt-water-or-atmospheric-poitution-or--contaminacion--by
CemoOvingr---reducingrz-—-alterings-—-drspostngy--—or—-atering
potintantsr-contaminantsy-wastea;-or-heat:-Fhe-deparement-of
heaith-amd-enviranmentat-scrences-shati--determine——+f-—sauch
utrirzacion-ts-being-madesx
tby-—Fhe---department-—-of-~~heaith--and--envrronmentat
setencesi-~determination--as--to--air--and--water--patiurion
equipment--may--be--appeated--to--the--bocard--ef--neatth-and
environmentat-sciences-and-may-not-be-appeated-to--either--a
county--tax--appeai~--beard--er--the--atace-tax-appeat-beards
Howevery-the-appratsed-vatue-of-the-equipment-as--determined
by--the--department-eaf-revense-may-be-appeated-to-the-county
tax-appeai-board-and-the-atate—tax-appeat-bosard-s
t3¥--LNew—itndustriai-propertyi-means-any —new-industrint
pianty-ineiuding-tand;-botidingsr-machinerys;——and--fixturess
gsed--by--new--industrien-—during-the-firat-3-years-of-thezr
operations-fhe-property-may-not-have--been--assessed--withén
the-seate-of-Montana-prior-to-duly-1;-1961+ .
{4y--tay-"New--industry-means-any-personr-corporattens

firm;-~parenershipr--association;——or---sther---group-—-that
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escablishes--a--new--planc-in-Montana-for-the-operation-of-a
new--indastriat-—-endeavor; --as--distinguished--from--a--mere
expansiony--——resrgantzationy-—~sr-—-merger--sf--an--extsting
tndustrys
thy--New-indusery-inciudes-oniy-those—tndustries—-thats
tii-—-manuvfacturer-—-mitis--mines-—-prodoces-—process;--ar
fabricate-materzaia;
ttty-de-simitar-werky-emptoyrng-capitai-and--taber7--zn
which--materiata-—onserviceablte--in--thetr-naturat-state-are
extracrad; - proacssssd;——ar--made-—-€te---far---gae--—-ae---are
subseantitaity--aitered-or-treated-so-as-to-create-commerciat
producta-or-matertatssr-or
ttitty-engage-~-in---the----mechanteat----se--—~chemieat
transformation--cf-materiais-or-subacances-ines-new-praduces
tn-the-manner-defined-as-manufacturtng-in-the-197zZ--Seandard
nduseriat--Ciasaificatton--Mannar--prepared--by—-the-tnited
States—office-of-management-and-budgets
£94-~New-tndustrtal-property-does—-not-inciudes
taj~--property-unsed-by-retatt-~or--whotesate--merchancas;
commeretal--services-—-of--aAny—-typer-agricditurer-tradesr-or
professions;
tby-——a--piant--that--wilti--creare--adverse--itmpact---on
axisting-state;-county;-or-municipat-services;-or
tey--property--used-or-empioyed-rn-any-induscriai-piane

that-h&s—been-in-cperation-in-this--state--for--3--years--or
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longers
+63-—-Eitaas--five--property-is—taxed-at-3h-of-ita-marker
vatueol

Section 3. Section 15-31-101, MCA, is amended to read:

"15-31-101. Organizations subject tc tax. (1) The term
“corporation" includes assoclations, joint-stock companies,
common-law trusts and business trusts which do business in
an organized capacity, and all other corporations whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United States.

{2] The terms "engaged in business” and "doing
business" both mean actively engaging in any transaction for
the purpose of financial or pecuniary gain or profit.

{3) Every-corpsoratieny-except-as-heveinafter--provided
and-exeepe Except as provided in |[section 1] or 33-2-705(6)%

or as may be otherwise specifically provided, every

corporation engaged in business in the state of Montana
shall annually pay to the state treasurer as a license fee
for the privilege of carrying on business in this state such
percentage or percentages of its total net income for che
preceding taxable year at the rate hereinafter set fortn. In

tne case ¢f corporations having income from business

actlvity winicn 15 taxable poth within and withcur r

state, the license fee shall be measured by the net income
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derived from or attributable to Montana sources as
determined under part 3. This tax is due and payable on the
15th day of the Sth month following the close of the taxable
year of the corporation; however, the tax becomes a lien as
provided in this chapter on the last day of the taxable vyear
in which the income was earned and is for the privilege of
carrying on business in this state for the taxable vear in
which the income was earned.

(4) Every bank organized under the laws 5f the state
of Montana, of any other state, or of the United States and
every savings and loan association organized under the laws
of this state or of the United States is subject to the
Montana corporation license tax provided for under this
chapter. For taxable years beginning on and after January 1,
1972, this subsection is effective in accordance with Public
Law 91-156, section 2 (12 U.S5.C, %48)."

Section 4. Section 15-31-401, MCA, is amended to read:

“15-31-40L. Application of iicense and income taxes.
(1) It is the intent of the legislatire rhat the corporacion
license ctax shall be appilied to all corporaticons subject to
taxation under part 1 of this chapter. ¥Pne Except a4s

provided in subsection (2), the income tax provided by this

parc shall be applied to corporations that are not raxable
inder part 1 of this chaprer Lul are tacanle under un incone

tax,

-i8- S8 64
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{2) During its first 5 TAXABLE years of activity IN

MONTANA, THE NET INCCME EARNED FROM RESEARCH AND DEVELOPMENT

ACTIVITIES BY a research _and development firm as described

in_ (section 1] 1is not subject to either the corporation

license tax provided in part 1 of this chapter or to the

corporation income tax provided in this part.”

Section 5. Section 15-31-403, MCA, is amended to read:
"15-31-403. Rate of tax imposed -- income from sources
within state defined -- alternative tax. (1) F¥here Except as

provided in 15-31~401, there is hereby imposed upon every

corporation for each taxable year an income tax at the rate
specified in 15-31-121 apd 15-31-122 upon its net income
derived from sources within this state for taxable vyears
beginning after December 31, 1970, other than income for any
period for which the corporaticn is subject to taxation
under part 1 of this chapter, according to or measured by
its net income.

(2) Income from scurces within this state includes
income frem tangible or intangible property located in or
having & situs in this state and income from any activities
carried on in this state, regardless of whether carried on
in intrastate, interstate, or foreign commerce, but does not
include interest paid on loans held by out-of-state
financial institutions recognized as such in the state cof

their domicile, secured by mortgages, trust indentures, oOr
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other security interests on real or personal property
located within the state, if the lcan is originated by a
lender doing business in Montana and assigned out-of-state
and there 1is no activity conducted by the out-of-state
lender in Montana except periodic inspection of the
security.

(3) Pursuant to Article I[II, section 2, of the
Multistate Tax Compact, any corporation required to file a
return under this part and whose only activity in Montana
consists of making sales and which does not own or rent real
estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana does not
exceed $100,000 may elect to pay a tax of 1/2 of 1% of
gross sales made in Montana during the taxable year. Such
tax shall be in lieu of the tax otherwise imposed under this
section. The gross volume of sales made in Montana during
the taxable year shall be determined according to Article
1V, sections 16 and 17, of the Multistate Tax Compact."

NEW SECTION. Section 6, Extensicn of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 7. Codification instruction.
Section 1 is intended to be codified as an integral part of

Title 15, chapter 31, and the provisions of Title 15 apply

-20- SB 64
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to section 1.
NEW SECTION. Section 8. Effective date. This act 1is
effective July 1, 1987.

-Eng-

=21~ SB 64
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{a) all property used and owned by cooperative rural electrical and
cooperative rural telephone associations orgasnized under the laws of
Montana, except property owned by cooperative organizations described
in subsection (1) (¢) of 15-6~137;

(b} air and water pollution cuntrol equipment as defined in this
section;

{c) new ipdustrial property as defined in this section;

{d) any personal or real property used primarily in the
production ¢f gaschol Quring construction and for the first 3 years
cf its operations

{e) @ll land and improvements and all personal property owned
by a research and development firm, provided that the property 1is
actively devoted to resesrch and development.

(2) (a) "Air and water polluticn eguipment" means facilities,
machinery, or equipment used to reduce or control water or
atmospheric poliution or contamination by remuving, reducing,
altering, disposing, or storing pollutants, contaminants, wastes, or
heat. The depertment of health and enviroomental sciences shall
determine if such utilizaticon is being made.

(b) The department of health and envircnmental sciences’
determination as to air and water pollution eguipment may be appealec
to the board of health and environmental sciences and may not be
appecaled to either a county tex appeal board or the state tax appeul
bcard. However, the appraised value of the equipment as determined by
the department of revenue may be appealed to the county tax appeal
board and the state tax appeal board.

{(3) "New industrial property” means anv new industrial plant,
inciuding land, buildings, machinery, and fixtures, used by new
industries during the first 3 years of their operation. The property
may not have been assessed within the state of Montana prior toc July
1, 19s61.

{(4) (2) "New industry" means any persun, corporation, firm,
partnership, association, or cother group that establishes a new plan
in Montane for the operation of a new industrial endeavor, as
distinguished from a mere expansion, reorcanlization, or merger of an
existing industry.

(b) New industry includes oniy those industries thut:

{i) manufacture, mill, mine, produce, process, vr fabricate
materials;

- {ii) do s=similar work, employing capital and lebor, in which
materials unserviceable in their natural state are extracted,
processed, or made fit for use or are substantially alterced or
tréated so as to create commercial products or materials; or
CONTINUED
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{iii) engage in the mechanical 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 United States office of management and budget,

(5) New industrial property does not include:

(a) property used by retail or wholesale merchants, commercial
services of any type, agriculture, trades, or professions;

(b} & plant that will create adverse impact on existing state,
county, or municipal services; or

[c) property used cor employed in any industrial plant that has
beuin in operation in this state for 3 years or longer.

{6} Class five property is taxed at 3% of its market value.,""

Renumper: subseguent sections.
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J do pass XX be concurred in XxXas amended
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’ '
Representative Jack Ranz&rez,c"a”mar

Be amended as follows:

1. Title, line 9
Strike: "15-6-135,"

2. Page 3, line 23
Following: line 22
Insert: " (7) A proposed research and development firm
may, prior to incorporation, submit the information required
under subsection (2) (b) to the department for a preliminary
determination of whether the proposed firm would qualify for
the tax exemption provided for in subsection (1)."

3. Page 14, line 5 through page 16, line 23

Strike: Section 3 in its entirety
Renumber: subsequent sections

@thzg ﬁ{, ﬁf INCL e —

THEIRD reading copy (_B.I-Illlﬁ._)
color



50th Legislature

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24

25

SB 0064,/05

SENATE BILL NO. 64

INTRODUCED BY HALLIGAN

A BILL FOR AN ACT ENTITLED: "Aﬁ ACT PROVIDING FOR A 5-YEAR
CORPORATION LICENSE TAX EXEMPTION FOR RESEARCH AND
DEVELOPMENT FIRMS; CLASSIFYING ALL PROPERTY OWNED AND USED
BY A RESEARCH AND DEVELéPMENT FIRM AS CLASS POUR FIVE
PROFPERTY; AMENDING SECTIONé 15-1-101, *5-6-3%347--15-6-142

35-6-1357 15-6-135, 15-31-101, 15-31-401, AND 15-31-403,

MCA; AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE QF MONTANA:
NEW SECTION. Section 1. Research and development

firms exempt from taxation -- application. {1} A research

and development firm organized to engage in business in the

state of Montana FOR THE FIRST TIME is not subject to any of

the taxes imposed by this chapter ON NET INCOME EARNED FROM

RESEARCH AND DEVELOPMENT ACTIVITIES during 1its first 5

TAXABLE years of activity IN MONTANA. FOR PURPOSES OF [THIS

ACT], "TAXABLE YEAR" MEANS A RESEARCH AND DEVELOPMENT FIRM'S

TAXABLE YEAR FOR FEDERAL INCCOME TAX PURPOSES.

(2) f(a) To be considered a research and development
firm, the chief executive cfficer of the firm or his agent
shall file with the department of revenue an applicaticn for

treatment as a research and development firm.

Z&ana Legistative Counti
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(b) The application must be made on a form to be
provided by the department. The form must include, at a
minimum:

(1) the name and address of each officer of the
research and development firm;

(ii) the name of the research and development firm as
required for the purpose of incorporation in 35-1-202;

(iii) the address of 1its 1initial registered office
required for the purpose of incorporation as reguired in
35-1-202;

(iv) the date the articles of incorporation were filed
with the secretary of state as required in 35-1-203; and

{(v) other information the department requires to
effectively administer the provisions of this section.

{c} The application must be filed with the department
before the end of the first calendar quarter during which
the research and development firm engages in business in
Montana.

{(3) On receipt of the information required in
subsection (2)(b}, provided that it was filed in the time
allowed under subsection (2){c), the department shall
designate the applicant as a research and development firm
for the purposes of this section.

(4) FPailure by an applicant to provide information

required by the department under subsection (2)(b) or,

-2- SB 64
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except as provided in subsection (5), failure to file within
the time allowed wunder subsection (2)(c) automatically
disqualifies the applicant from being designated and treates
as a research and development firm for the purposes of this
section.

{5) The director of the department may grant an
extension of time for an applicant to file an application
for treatment as a research and development firm, provided
the extension is given in writing and the extension does not
extend beyond 30 days from the date the application was
reguired to be filed under subsection (2)(c).

[6) For the purpose of calculating or otherwise
determining the pericd for which a deduction, exclusion,
exemption, or credit may be taken under the provisions of
this chapter, the department shall disregard a research and
development firm's first S TAXABLE years of activity IN
MONTANA and administer the deduction, exclusion, exemption,
or credit as if the corporation did not exist during that

peried THOSE TAXABLE YEARS. This treatment of a research and

development firm extends to net operating loss carryback and
net operating loss carryforward provisions allowed under
this chapter.

17+~—A-—PROPOSED--RESEARECH-—ANB--BEVEREFMENE -~ PERM-MAN 5

PRIOR-F6--INEORPORATION7--SUBMET- —PHE-—INPORM/TION-~REGHERED

BNBEH-—SHBSBETEBN-fi7fB?—TS-THE-BEPARTMENT—FGR—A—PREB?H%N&R%
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BEFERMINATION-OP-WHEFHER-THE-PREGFOSEDB-PIRM-WOULD-QUAEIFY¥~FER

PHE-PAX-EXEMPFION-PRESYIBED-POR-FN-5SUBSECPEON-t1 ¥~

t34--For-ehe-—-purposes—-of-—-this—-sestionrs-—-the--5-year
exampeian——period--bagins--wikth--ethe--first-catendar-quareer
duritng-which-the-research-and-developmant-firm-is-engaged-in
business-and--extends--through--the-—fotlowing--12--catendar
quarterss

Secticn 2. Section 15-1-101, MCA, is amended toc read:

"15-1-101. Definitions, (1) Except as otherwise
specifically provided, when terms mentioned in this section
are used in connection with taxation, they are defined in
the following manner:

{a) The term "agricultural" refers to the raising of
livestock, poultry, bees, and other species of dcmestic
animals and wildlife in Jdomestication or a captive
environment, and the raising of field crops, fruit, and
other animal and vegetable matter for food or fiber.

(b) The term "assessed value” means the value of
property as defined in 15-8-111.

(c} The term "average wholesale value" means the value
to a dealer prior to reconditioning arnd profit margin shown
in national appraisal guides and manuals or the wvaluation
schedules of the department of revenue,

(d) (i) The term "commercial", when used to describe

property, means ary property used or owned by a business, a

—4- SB 64
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trade, or a nonprofit corporation as defined in 35-2-102 or
used for the preduction of income, except that property
described in subsection (ii).

(ii) The following types of property are not
commercial:

{A) agricultural lands;

{B) timberlands;

{C) single-family residences and ancillary
improvements and improvements necessary to the functicn of a
bona fide farm, ranch, or stock operation;

(D) mobile homes used exclusively as a residence
except when held by a distributor or dealer of trailers or
mobile homes as his stock in trade;

(E) all property described in 15-6-135;

(F) all property described in 15-6-11316; and

{G) all property described in 15-6-146.

(e) The term "comparable property" means property that
has similar use, function, and utiliry; that is influenced
by the same set of economic trends and physical,
governmental, and social factors; and that has the potential
of a similar highest and best use.

(£} The term "credit" means solvent debts, secured ot
unsecured, owing to a perscon.

{g) The term “improvements" includes ail buildings,

structures, fences, and improvements situated upon, erected
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upon, or affixed to land. When the department of revenue or
its agené determines that the permanency of location of a
mobile home or housetrailer has been established, the mobile
home or housetrajler is presumed to be an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently located only when 1t |is
attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed.

(h) The term "leasehold improvemen;s" means
improvements tc mobile homes and mobile homes located on
land owned by another person. This property is assessed
under the appropriate classification and the taxes are due
and payable in two Dpayments as provided in 15-24-202.
Delinguent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

(1) The term "livestock" means cattle, sheep, swine,
goats, horses, mules, and asses,

(j) The term "mobile home" means forms of housing
known as "trailers", “house;railers", or "trailer ccaches"
exceeding 8 feet in width or 45 feet in length, designed teo
be moved from one place to ancother by an independent power
connected to them, or any "trailer", "housetrailer", or
“"trailer c¢oach" up to B feet in width or 45 feet in length
used as a principal residence,

{k}) The term "persconal property" includes everything

-6- SB 64



SB 0064/05

that 1is the subject of ownership but that is not included
within the meaning of the terms "real estate" and
"improvements".

(1) The term "poultry" includes all chickens, turkeys,
geese, ducks, and other bicds ralsed in domestication to
produce feood or feathers.

(m) The term “property" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not bé‘ construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks 1s within the state and has been taxed.

(n) The term "real estate" includes:

{i) the possession of, claim to, ownership of, or
right to the possession of land;

(ii) all mines, minerals, and gquarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part 8; all timber belonging to individuals or
corporations growing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

(o) "Research and development firm" means an entity

incorporated under the laws of this state OR A FOREIGN

CORPORATION AUTHORIZED TO DO BUSINESS IN THIS STATE whose

principal purpose is to engage in theoretical analysis,
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exploration, and experimentation and the extension of

investigative findings and theories of a scientific and

technical nature into practical application for experimental

and demonstration purposes, including the experimental

production and testing of models, devices, eguipment,

materials, and processes.

tot(p) The term "taxable value" means the percentage
of market or assessed value as provided for in 15-6-131
through 15-6-140.

{(2) The phrase "municipal corporation” or
“municipality" or "taxing unit" shall be deemed to include a
county, city, incorporated town, township, school district,
irrigation district, drainage district, or any person,
persons, or organized body authorized by law to establish
tax levies for the purpose of raising public revenue.

(3) The term "state board" or "board" when used
without other qualification shall mean the state tax appeal
board. "

Section-I:—-Section-15-6-134;-Meh;-ta-amended-to--read+

#315-5-134---Elass---four--property-————-- deseriptton-——-—

taxable-percentages—--{tty-€tass-four-property-inciudess

tay--ati-iand-except as-provided-in--subsection—-fij{el

and that-specificatiy-inetuded-in-another-ciess;

tby--ati-—improvements-except as-provided-in-subsection

fir{e}-and those-specificatrly-inciuded-in-another-ciasst
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tey-——the-£f+pat-535;000-0r-1eas-af-the-market--vatrne--af
any--impravement--on--reat-preaperey-and-apputrtenant-iand-natc
exeeeding-S—acres-owned—-or--under--contrace--for--deasd-—-and
actuatiy--occupred--for--at--ieast--if8--months-a-yesr-as-the
primary-residentiat--dwetiing--of--any--person—-whose--totat
income--from--ati-—scurces—-inctuding--otherwise-—~tax-exempt
income-of-ati-types—ia-not-more-than-51687600--€far-—a--singte
peracn-or-5+2;7880-for-a-married-conpies

tdy-~a3t--qoif-coursess-inciuding-iand-and-improvements

aceuatty-and-necessarity-used-for-chat-purpoaes;-that-constse

of-at-least-3-hotes-and-not-tess-than-3;686--tineat--yards-4

ted--ati--—-iand---and--improvements--and--ail--personal

preperty-owned-by-a-research-and-development—firm;——provided

that-—+he--property-—is—-astively--deveced--ks--vessarch-and

development s

+2y--€Eiass-four-proparty-isa-taxed-as-foltowss

tay~-Except-as-provided-in-—-15-24-1482--or--15-24-1561+
properey-described-in-subsections—{iytay-and-tij{tb}-t=s-taxed
at--the--taxable--percentage--rate—-4P! 3-B6% of-ira-market
vatues

thy--Proparty—describad-in-subsection-{tiitey-—-to——taxed
at-the-taxablie-percentage-rate-UPL 3786% ef-its-market-vaiue
multiplied—-by--a--percentage--figure--pased--on-—-ineome-and
determined-from-the-fortowing~-tablie:

ineome income Percentage
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Singite-Person Married-Coupte Muitiptier
-§8----- 5157008 -$60--——- 51260 -0%
17901----2760048 1+202----27466 0%
27881----370046 2y481r----37608 20%
3;881--—-47008 3760k—---478680 30%
47r808--—-57600 47861----67008 0%
5;003--—-67008 6700t----F72688 50%
6788:----77008 F7283----B87406 60%
?y681-—--67008 A7481-—-—-97688 F0%
8786+----978068 S768¥-—-167866 8%
9700:---187008 +8788k---127,000 50%
teci-—-Properey-~deascribed-~ta———subsection aubsectrons

t13+dy and-——tljte} +a-~taxed--at--one-haif--the--taxable
percentage-rate-dpl-astahitaned-in-subseceion-{2+tays
t33-~Untit-dJanuary-1+-15867-the-taxabie-parcentage—-rate
upi_-fer-ctags-four-property-+a-8-55%<
t4}--Prior-te-duly-1;-19867-the-department--of--revenue
shati--determine--the-taxabie-parcentage-rate-"Pl-appticabte
to-class-four-property-for-the-revatuation--cycle--beginning
January-1y-19867-as-follows:
tay-——-fhe--director--of--the-department-of-revenue-shati
certify-to-the-governer-before-duly-17-19867—the--percentage
by--whieh--the--appratsed-vaiue-of-ati-praperty-tn-the—starce
classifred-under-ctasa-four--as--af--January-—-t7--1r986; —has

itnereased--due--to-the-revatuatian-conducted-nnder-i5-F-3i-
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Phis-figure-tas-the-certified-statewrde-percentage--increases
tby--Fhe--taxabite--vaine——of--property-in-ciass-four-is
determined--as--a--function--of--the-—-cercified---statewide
percentage--increase-—in--accordance—-with—-the--tabie-shown
betows
tey--Fhias-—rablte--timies-~che--statewtde--increase---in

tarabte--vatruatiron--resuikting——from—-reappratsnt--ee--g%--in

eateniating-the-percentage-increase;-the-department-may-—not

consider-changes-resuiting-from-new-constrnctieny—additionsy
or-detetions-during-catendar-year-1985%

td}--Fhe--taxabie--percentage--must--be--catcutated--by
tnterpotatien-to-corncide--with--the--nearest--whote-—number
cereified--atatawide——percentage-inereasa-fram-the-£fottowing
eabies

Eertified-Statewide €iass-Four-FPaxable

Percentage—increase Perecentage-Lpu
] 8755
F 1) ?:37
28 F+i2
36 6757
48 6v18
58 5-78
66 5-34
76 5-02
ae 475
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Eertified-Statewtde
Percentage—fncresse
L]
188
EF 1)
170
138
148
356
160
ESd:]
180
190
200
236
228
238
246
2586
268
270
288
296

306
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€lass-Feur-Faxabie
Percentage-Lpu
458
427
4-9073
3-88
3r7Ft
3756
I-42
3-28
I=16

365

2:25
2+319

2+13

$5+t3y-—Afrer-duiy-17-19867-no-adjustment-may--be--made

=12~
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by--the--department——to--the--tarabire--perecentage—-rate--1pl

eastabiished-in-subsection—t23ta} untii--a--revainatron--has

been-made-as-provided-in-35-3-333+
t6yt4)-—-Within--the--meaning--of-comparabie-preperty-as
defined--in--15-1-10i7--property--assessed---as---esmmercint
property-—is—-—comparabile--oniy-to-other-property-assessed-as
caﬁmerciui*propertyf-nnd—property——asse:sed~-as--other—‘thun
commerciat-—properey-—its-—conparable--onty-to-other-property
assessed-as-other-than—commerciat-propertys4
Section-d47--Seectton-15-6-142;-MEA7-ta-amended-to--read-
435-6-142-~--Etass-~-tweitve-—-property-——--—-- descriptton—-—
taxabie-percentagers——{iy-Ctass-twetve-property-incindess
taf--a-trarter-ar-—-mobite--home--used--as--a--resirdence
except-whens
ti--hetd--by--a--distributor--or-deater-sf-tratters-or
mobile-hemes-as-phin-stock-rn-trader-or
tity-apecificatiy-inecinded-rn-another-ciasss
thi-—the-firse-5357;000-or-tean-of-the-market-valiue-of-a
traiier-or-mobiie-home-used--as--a--residence--and--actuaiily
occupied--for--at——least--10—-months--a--year-as-the-primary
testdentiat-dweiting-of-any-person-whose-total-—inceme——from
ati--seureces--inetnding--otherwise--tax-exempt-income-of-ati
types-is-not-more-—-than--5t6;008--for—-a--singte--person—-or
$+27808-for-a-marrired-¢suptes

t23--Eitasa-twelve-property-ta-rared-ss-foliiowas
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tai——Preperty——described--in-—subsectipn—fi}faf-that—is
not—of-bhe—type-described—in—:ubsection—ft?fbj—ésv—taxed——nt
the—~taxabic--peeeentage—-rnte—-"P"7——de:cribed—in—is—ﬁ—tad7
3:86% of-iets—market-vaiuer

fb}--P:operty—described—in-subsection—fi}fb}——is——taxed
at——the-—taxabie—pe:centage~rate—“?"7-des¢fibed—in—i5-6—}347
3-06% of—its-matket-vaiue-muitfpiied—by—a-petcentnge-—Eigure
based~sn—income-and—determined—from—the—tabie-estabiished-én
subsestion—{2ytby-of~35-6-1345%

SEET%ON-B#~-SBET¥8N-—&5—6—1357—H€A7—}S—AMERBEB—TG—REAQE

135-6-335+--Etass--five——property-—---"- descriptten--—-——-
tnxab}e—percentager-—fii—eias:—éive—preperty‘inc&nde57
fa}——ai&-—property—Aused—und—ounedfby—cooperative—rurai
eiectricai——and——caeperativedututai--te}ephene——associutions
arganized-—nnder——the—iaws-of—MontanaT—except—pfoperty—owned
byAcooperntive—efganizaticns—described~in—:ubsectionA—fi1+c7
of-35-6-1377
fb}*—air-—and-—water~‘paiiutéon——centroi-—equipment——us
dafined-tn-this-sections
fe1~—new-—industriai--property——as—-definedv——in—-—ehis
section;
fdfﬂ—nny--personai-—or-—reni—property—uscd-primari}y—in
:he—production-of*gaschoi—dnring—construction—-and——Ear——the
firat-3-years-of-tra-operationvy

te7——a}i——jiand-A—andA—improvements--and——a}}f—persoqgi
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property-owned-by-a-research-and-deveiopment-firm;--previded

that--the--property-—is--activelty--devoted--to--research-and

devetopments

t2¥--ta}-tAir--and--water-—potiuntion--gquipmenti--means
factitbiesy-—machineryr——or—-—eguipment--used--te--reduce--or
eontrot-water-or-atmospherie-potiucion-or--contamination—-by
remavingy---reducingr---attertngr——--disposingr-—-—or--astering
poliutanta;—contaminants;-wastes;-or-heat--Fhe-department-of
heaith-and-environmental-sciences-shati-—-determine—-if--such
utitization-is-baing-made:
tby--Phe---department——-of---heaith--and—-enviranmentat
actencest--determination--as--to--air--and--water——poltiukien
equipment--may--be--appeated--to--the--beard--of--neatth-and
environmentat-sciences-and-may-not-be-appeated-to-—-etther--a
county-—-tax--appeati-—-board--or--the--state-tax-appeat-board:
However;-the-appraised-valune-sf-the-equipment-as—-determined
by--the--department-cf-revenue-may-be-appeated-to-the-county
tax-appeai-board-and-the—-state-tax—-appeat-bhoard-
t3}--9New—industriai-propertyi-means-a2ny-new-industrial
pianer-inciuding-tandr-butidingsr-machinerys;-—-and--£fixtures;
used--by--new--tndustries--during-the-first-3-years-cf-their
eperacionT-The-property-may-not-have-—-been--assessed--within
the-state-af-Montana-prioc-ce-Juky-17-196%<c
t4y-—tar-UNew--indusrry’-means-any-perasnr-corporationy

firm;--partnership;——associabtion;--or---ether---group---that
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estabiishes--a--naw--plant-in~Montana-for-the-operatien-ocf-a
new--industriai--endeavory--as——distinguished--from—-a--mere
expansion7s---reorganizationr-—-ar---merger--eof--an--extating
industrys ;
thy--New-industry-incivdes-onty-those-—industries——thats
tiy-—-manufactures;--miti;--miner--produce;--processy-—g»
fabricate-materiais;
tity-do-simitar-work;-employing-capitat-and--iabar;——in
which--materiais--unserviceabte-—-in-—-their-naturat-state-ars
extractedys--processeds-—or--made-—-fit-—-for---use---or---are
substantiatty--altered-cr-treated-so-as-to-create-commercial
products-sr-maceriatar-or
tttty-engage~--in--—the----mechanieat----or----chemicat
transformation——of-materinis-or-substances-into-new-products
tn-~the-manner-defined-as-manufacturing-in-the-39?2--Seandard
industriai--€iassification--Manual--prepared--by--the-nited
States—-office-of-management—and-budget=
t5)--New-indusertali-property-does-not-inciude:
tay--property-used-by-retati—-or--wholesate--merchants;
cemmercinl-—servicen--of -any--type;-agricottures-tradess-or
prefesstons;
tey-—a--pitant--that--witi--create--adverse--impact---on
extsting-stater-countyr-or-municipal-secvicess-or
tey--property--—used-or-empioyed-in-any-industriat-piant

that-has-been-in-operation-in-thia—-state—-for--3--years--eor
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tongers
t6}-—€iawn-—five--property-rs-taxed-st-3y-of-rts-market
vatuec®

SECTION 3. SECTION 15-6-135, MCA, TS5 AMENDED TO READ:

"15-6-135. Class five property -- description --
taxable percentage. (1) Class five property includes:

{a) all property used and owned by K cooperative rural
electrical and cooperative rural telephone associations
organized under the laws of Montana, except property owned
by cocperative organizations described in subsection (1l}(c)
of 15-6-137;

(b)) air and water pollution control eqguipment as
defined in this section;

{c) new industrial property as defined in this
sectien;

{(d) any personal or real property used primarily in
the production of gasohol during construction and for the
first 3 years of its operations;

{e) all land and improvements and alil personal

property owned by a research and development firm, provided

that the property is actively devoted to research_ and

development .

(2) {a) "Air and water pellution equipment” means
facilities, machinery, or eguipment used to reduce or

contrcl water or atmospheric pollution or contamination by
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removing, reducing, altering, disposing, or storing
pollutants, contaminants, wastes, or heat. The department of
health and environmental sciences shall determine if such
utitization is being made.

(b) The department of health and environmental
sciences' determination as to air and water pollution
equipment may be appealed to the becard of health and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal board.
However, the appraised value of the equipment as determined
by the department of revenue may be appealed to the ccunty
tax appeal board and the state tax appeal board.

(3) "New industrial property" means any new industrial
plant, including land, buildings, machinery, and fixtures,
used by new industries during the first 3 vyears of their
operation. The property may ncot have been assessed within
the state of Montana prior to July 1, 1961.

(4) {a} "New industry" means any person, corporation,
firm, partnership, association, or other group that
establishes a new plant in Montana for the operation of a
new industrial endeavor, as distinguished from a mere
expansion, recrganization, or merger of an existing
industry.

(b)) New industry includes only thcse industries that:

{iy manufacture, mill, mine, produce, process, o©or
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fabricate materials;

{ii) do similar work, employing capital and labor, in
which materials unserviceable in their natural state are
extraccred, processed, or made fit for wuse or are
substantially altered or treated so as to create commercial
products or materials; or

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

{5) New industrial property does not include:

{a) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or
professions;

(b) a plant that will create adverse impact on
existing state, county, or municipal services: or

(c) property used or employed in any industrial plant
that has been in operation in this. state for 3 years or
longer.

{6) Class five property is taxed at 3% of its market
value.'"

Section 4. Section 15-31-101, MCA, is amended to read:

"15~31-101. Organizations subject to tax. (1) The term

*corporatien" includes associations, joint-stock companies,
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common-law trusts and business trusts which do business in
an organized capacity, and all other corporaticns whether
created, organized, or existing under and pursuant to the
laws, agreements, or declarations of trust of any state,
country, or the United States.

(2) The terms "“engaged in business" and "doing
business" both mean actively engaging in any transaction for
the purpose of financial or pecuniary gain or profit.

[3) Every--corporaticny;-except-as—hereinafter-provided
and-execept Except as provided in [section 1] or 33-2-705(6)7

O as may be otherwise specifically provided, every

corporation engaged in business 1n the state of Montana
shall annually pay to the state treasurer as a license fee
for the privilege of carrying on business in this state such
percentage or percentages of its total net income for the
preceding taxable year at the rate hereinafter set forth. In
the case o©of corporations having income from business
activity which 1s taxable both within and without this
state, the license fee shall be measured by the net income
derived from or attributable to Montana sources as
determined under part 3. This tax is due and payable on the
15th day of the 5th month following the close of the taxable
year of the corporation; however, the tax becomes a lien as
provided in this chapter on the last day of the taxable year

in which the income was earned and is far the privilege of

-20- SB 64



w o m

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

25

SB 0064/05

carrying on business in this state for the taxable year in
which the income was earned.

(4) Every bank organized under the laws of the state
of Montazna, of any other state, or of the United States and
every savings and loan association organized under the laws
of this state or of the United States is subject to the
Montana corpeoration license tax provided for wunder this
chapter. For taxable years beginning on and after January 1,
1972, this subsection is effective in accordance with Public
Law 91-156, section 2 (12 U.S.C. 548)."

Section 5. Section 15-31-401, MCA, is amended to read:

"15-31-401. Applicaticn of license and income taxes.
(1) It is the intent of the legislature that the corporation
license tax shall be applied to all corporations subject to
taxation under part 1 of this chapter. Phe Except as

provided in subsection {2}, the income tax provided by this

part shall be applied tco corporations that are not taxable
under part 1 of this chapter but are taxable under an income
tax.

(2) During its first 5 TAXABLE years of activity IN

MONTANA, THE NET INCOME EARNED FROM RESEARCH AND DEVELOPMENT

ACTIVITIES BY a research and development firm as described

in [section 1] is not subject to either the corporation

license tax provided in part 1 of this chapter or to the

corporation income tax provided in this part."
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Section 6. Section 15-31-403, MCA, is amended to read:

"15-31-403. Rate of tax imposed -— income from sources
within state defined -- alternative tax. (1) There Except as

provided in 15-31-401, there is hereby imposed upon every

corporation for each taxable year an income tax at the rate
specified in 15-31-121 and 15-31-122 wuwpon its net income
derived from sources within this state for taxable years
beginning after December 31, 1970, other than income for any
period for which the corporation 1is subject to taxation
under part 1 of this chapter, according tc or measured by
its net income.

{2) Income from sources within this state includes
income from tangible or intangible property located in or
having a situs in this state and income froem any activities
carried on 1in this state, regardiess of whether carried on
in intrastate, interstate, or foreign commerc¢e, but doces not
inciude interest paid on 1loans held by out-of-state
financial 1institutions recognized as such in the state of
their domicile, secured by mortgages, trust indentures, or
other security interests on real or perscnal property
loccated within the state, if the loan 1is originated by a
lender decing business in Montana and assigned out-of-state
and there is no activity conducted by the out-of-state
lender in Montana except peéricedic inspection of the

security.
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{3} Pursuant to Article III, section 2, of toe
Multistate Tax Compact, any corporation required to file a
return under this part and whose only activity in Montana
consists of making sales and which does not own ¢r rent real
estate or tangible personal property within Montana and
whose annual gross volume of sales made in Montana does not
exceed $100,C00 may elect ' to pay a tax of 1/2 of 1% of
gross sales made in Montana during the taxable vyear. Such
tax shall be in lieu of the tax otherwise imposed under this
section. The gross volume of sales made in Montana during
the taxable year shall be determined according to Article
iV, sections 16 and 17, of the Multistate Tax Compact."

NEW SECTION. Section 7. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 8. Codification instruction.
Section 1 is intended to be codified as an integral part of
Title 15, chapter 31, and the provisions of Title 15 apply
tec section 1.

NEW SECTION. Section 9, Effective date. This act is
effective July 1, 1987.

-End-
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