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JANUARY 7, 1987 

JANUARY 21, 1987 
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JANUARY 27, 1987 

FEBRUARY 4, 1987 
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APRIL 10, 1987 

SENATE BILL NO. 64 

INTRODUCED BY HALLIGAN 

IN 

IN 

THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 49; NOES, 1. 

TRANSMITTED TO HOUSE. 

THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN AS AMENDED. REPORT 
ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 91; NOES, 3. 

RETURNED TO SENATE WITH AMENDMENTS. 
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APRIL 15, 1987 

APRIL 16, 1987 

APRIL 17, 1987 

APRIL 20, 1987 

APRIL 21, 1987 

APRIL 22, 1987 

APRIL 23, 1987 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SECOND READING, AMENDMENTS NOT 
CONCURRED IN. 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE HOUSE 

ON MOTION, FREE CONFERENCE COMMITTEE 
REQUESTED AND APPOINTED. 

IN THE SENATE 

FREE CONFERENCE COMMITTEE REPORTED. 

SECOND READING, FREE CONFERE~~E 
COMMITTEE REPORT ADOPTED. 

THIRD READING, FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE HOUSE 

FREE CONFERENCE 
COMMITTEE REPORT ADOPTED. 

IN THE SENATE 

SENT TO ENROLLING. 
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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 FOUR PROPERTY: 

AMENDING 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: 

NEN SECTION. Section 1. Research and developaent 

firms exempt from taxation -- application. (1) A research 

and development firm organized to engaqe 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 witb 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 nama 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-l-202: 

(iv) the date the articles of incorporation were filed 

with the secretary of state as required in 35-1-2031 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 or this section. 

(4) Failure by an applicant' to provide information 

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

except as provided in subsection (5), 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 

-2- INTRODUCED BILL 
S8 fRI/ 
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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 deduction, exclusion, exemption, or credit as if the 

corporation did not exist during that period. 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) For the purposes of this section, the 5-year 

exemption period begins with the first calendar quarter 

during which the research and development firm is engaged in 

business and extends through the following 19 calendar 

quarters. 

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

11 15-:-1-101. Definitions. ( l) Except as otherwise 

25 specifically provided, when terms mentioned in this section 
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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 

1ivestockr poultry, bees, and other species of domestic 

animals and wildlife in domestication or a captive 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber. 

(b) The term nassessed 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 reconditionin9 and profit margin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

{d) (i) The term "commercialP, 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 

commercial: 

{A) agricultural lands; 

(B) timberlands; 

(C) single-family residences 

property are not 

and ancillary 

improvements and improvements necessary to the function of a 

bona fide farm, ranch, or stock operation; 

-4-
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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 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. 

(g) The term "improvements" includes all buildings, 

structures, fences, and improvements situated upon, erected 

upon, or affixed to land. When the depart~ent 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 wheR ~he vheels are removed. 

(h) The term "leasehold improvements •• means 

improvements to mobile homes and mobile homes located on 

-5-
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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 15-24-202. 

Delinquent 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 coaches" 

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 11 , 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". 

(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 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 
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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: 

(i) the possession of, claim 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 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 investigative 

findings and theories of a scientific and technical nature 

into practical application for E!i_~erimental and 

demonstration purposes, inc_ludi_!l_g t11_e ~~..2er imental 

production and testing of models, devices, equipment, 

materials, and processes. 

tot12l 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 

-7-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0177/01 

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

"15-6-134. Class four property -- desc~iption 

taxable percentage. {1) Class four property includes: 

(a) all land except as provided in subsection (l)(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 

exceedin9 s, acres owned or 

actually occupied for at least 

primary residential dwelling 

under contract for deed and 

10 months a year as the 

of any person whose total 

income from all sources including otherwise tax-exempt 

incoae of all types is not more than $10,000 for a single 

person or $12,000 for a married couple; 

(d) all 9olf courses, including land and improvements 

actually and necessarily used for that purpose, that consist 

of at least 9 holes and not less thaD 3,000 lineal yardS•L 
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{e) 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-~axable-pereen~age--rate--upu ~ of its market 

value. 

(b) Property described in subsection (l)(c) is taxed 

at the-taxab%e-pereentage-rate-up~ 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- 1!,000 8,401 - 9,600 70% 

8,001 - 9,000 9,601 - 10,800 80% 

9,001 - 10,000 10,801- 12,000 90\ 
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(c) Property described in s~b~eettoft subsections 

(l)(d) and (l)(e) is taxed at one-half the taxable 

pereeft~a~e rate •p• established in subsection (2)(a)a 

t~t--8ntii-~an~ary-lT-i986T-the-taxabie-pereenta9e-rate 

•p•-~er-eiass-£oar-prepe~~y-~e-8w55\7 

t4t--Prior--to--6~iy-ly-i986y-the-department-er-re¥en~e 

shai!-de~erm~ne-~he-~axah±e-pereenea~e-raee--•p•--app%~eah!e 

~e--eiasa--Eear-proper~7-fer-ehe-reva±~ae~en-eye±e-be~inning 

danuary-±T-±9867-as-Eellows~ 

tat--~he-ft~ree~er-e£-~he-department--e£--revenue--sha%% 

eer~ify--~o~~he-~overnor-be£ore-a~±y-iy-%996T-the-pereenta~e 

by-whieh-~he-appraiseft-val~e-o£-ail-property--in--the--state 

e±assified--~nder--eiass--foar--as--of--Jan~a~y-17-19867-ftas 

inereaseft-d~e-~e-~fte-reYal~ation~eondaeeee--~ftfter--%S-T-±%%T 

~his--Ei~are-is-the-eerei£ieft-seatewide-pereentage-increase. 

tbt--~he-taxable-va±He-o£-property--in--e±ass--foar--is 

ftetermined---as---a--£anetien--o£--the--certi£ied--statewide 

pereenta~e-inerease--in--aeeordanee--with--the--tahle--showft 

beiOWT 

tet--~hia---tab%e--%imits--the--ste~ewide--~fterease--±ft 

eaxable-val~at%oft--resu~~~ft~--from--reappra±sai--~o--etT--in 

eaieu%atift~--tfte-percenta~e-±ncrease7-the-department-may-no~ 

eoneider-chan~es-res~±t~n~-f~om-new-constraetion,-additions7 
or-deie~iens-d~rin~-caiender-year-±965T 

tdt--~he--taxabie--pereenta9e--m~st--be--eale~iated--by 
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interpela~ien--te--eeineide--with--the--nea~est-whe!e-nbmber 

eertiEied-statewide-pereenta9e-inerease~£rom--the--~e±~ewing 

tah%e~ 

eerti£ie~-StatewiGe 

Pereentage-rnerease 

8 

18 

;!8 

38 

48 

58 

68 

T8 

88 

98 

188 

H8 

U8 

B8 

U8 

!:58 

%68 

H8 

%88 

%98 
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Pereentage-upa. 

8-,55 

y-,H 

y-,H! 

6-,Sy 
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5-,y8 

5-,34 

5-,9i 

hTS 

4-,59 

4-,i'1 

4-,8y 

3-,88 

3-,'i''l: 

3-,56 

3-,U 

3TiJ8 
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e~ass-Pour-~a•aB%e 

Pereentage-•P• 

i..-85 

iTT5 

;!-,6T 

i..-59 

;!..-5% 

;!-,44 

;!-,3T 

;!..-3% 

i-,i!5 

i-,19 

;!-,%3 

t5till After July 

by the department to 

1, 1986, no adjustment may be made 

the taxable percentage rate apa 

established in subsection (2)(a) Until a revaluation has 

been made as provided in 15-7-111. 

t6t1!l Within the meaning of comparable property as 

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

property is comparable only to other property assessed as 

commercial property, and property assessed as other than 

commercial property is compatable only to other property 

assessed as other than commercial property.• 

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

•• 15-6-142. Class twelve propertl( description 
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taxable percentage. (1) Class twelve property includes: 

(a) a trailer or mobile home used as a residence 

except when: 

(i) 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 

occupied 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 (l}(a} that is 

not of the type described in subsection (l}(b} is taxed at 

the-eaMebie-pereen~age--rate--up~,--deseribed--in--%5-6-~347 

3.86\ of its market value. 

(b) Property described in subsection (l}(b} is taxed 

at the-taxabie-pereenta~e-rate-•P•T-deseribed--in--%5-6-%347 

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 
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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 11 engaged in business" and "doing 

business" both mean ~ctively engaging in any transaction for 

the purpose of financial or pecuniary gain or profit. 

(3) B¥ery-eorpora~~Oft7-exeepe-as-here~natter--pro¥ided 

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 Eartha 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 following the close of the taxable 

year o'f- the corporation; however, the tax becomes a lien as 

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

-14-
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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 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.S.C. 548)." 

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

"15-31-401. Application of license and income taxes. 

1!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. ~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 11 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) ~he~e 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 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. 

12) 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 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 personal property 

located within the state, if the loan is oriqinated 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 

security. 
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l (3) Pursuant to Article III, section 2, of the 

2 Multistate Tax Compact, any corporation required to file a 

3 

4 

5 

6 

7 

retu~n 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 l/2 of u of 

B gross sales made in Montana during the taxable year. Such 

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

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

11 the taxable year shall be de-termined according to Article 

12 IV, sections 16 and 17, of the Multistate Tax Compact.•-

13 NEW SECTION. Section 8. Extension of authority. Any 

14 existing authority of the department of revenue to make 

15 rules on the subject of the provisions of this act is 

16 extended to the provisions of this act. 

17 NEW SECTION. Section 9. Codification instruction. 

18 Section 1 is intended to be codified as an integral part of 

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

20 to section 1. 

21 NEW SECTION. Section 10. Effective date. This act is 

22 effective July~. 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 provi~ing an effective date. 

ASSUMPTIONS: 
The revenue impact of this bill is assumed to 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 LEGISLATION: 
N/A 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 
N/A 

'J, ;7 i 6<~,,£_ 6¢_,\(_ um 
DAVID--1.- '\lTNTER, B ET ni ECTOR 

• 
DAT 

SPONSOR 
Jffi<~e of i'ludget and Program Planning 

Fiscal SB064, as introduced. 
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APPROVED BY COMMITTEE 
ON TAXATION 

SENATE BIV" NO. 64 

IN'rRODOCED BY HAl LIGAN 

A BILL FOR AN ACT EN'riTLED: "AN ACT PROVIDING FOR A 5-YEAR 

CORPORATION LICENSE TAX EXEMPTION FOR RESEARCH AND 

DEVELOPMENT FJRMS; CLASSI~YING ALL PROPERTY OWNED AND USFD 

BY A RESf:ARCH AND DEVELOPMENT FIRM AS CLASS POUR FIVE 

PROPEI<TY; A?~ENDING SECTIONS 15-1-101, l5-6-l34T---~5-6-H2 

..!._?__:~_?_~~~}_~, 15-31-101, 15--31-401, AND 15-31-403, MCA; A.ND 

PROV1JJ[NG !-;,N EFF'FX~'riVE DATE." 

BE £T ENACI'ED B'i THE LEGISLA'rORE OF 'l'Hg STA'rE OF MONTANA: 

NBW SECTION. Section 1. Research and development ---------·-
firms ';::AeJipt fcom taxiition -·-application. (l) A research 

and develupment firm organized to engage in business in the 

state of Montana ~..._9_~_ 'l'HE FT_B.:rr __ !_!._~ is not subject to any of 

the ta:-.es in1poscd by t.his c;hdpter <?~.!~l__l.~fQ.!:!_~~~.!!N~I?_J'"'B_Q~ 

~- ~:s!":l\f~CH _ i\!:J_P._" __ QE;Y:~~~~~~:N~_ . .8-~'F.~_\?' __ ~~-!-~~ during its first 5 

·~'-~-~~:.BL~ ye.-11~ of activity ~~----~0~'£~~~· .f_Q.~--~~T~~~-Q-~~-~ OF J.T..~1S 

~C~~-J., "-l'A_~~~~-~-.. )J~~~" _ ~~~.0NS _A. R~$_f;~l~~~-~ _AND D~__i_f~QK_~~~~1'_ £!~-~~ 

~~~[\-~J~~~t<: YC~~R FUR L::EQ_!i;_l:_</~~ 1 t'-~~Of.1E _·i'A_~ X!:J.!:tY~~-?~~ 

I 2 l ta) To be cOf'!:<;iderc~d a ce~e.-uch dnd development 

f':i rm, the chit~f exe•:utive officer of the firm or his -J.<]ent 

-:ttal1 ~ l_ -,.-! wlt.lt i:h.:- [''lr. 1 •\:~nt u( u~vt:nue an a.ppli.-..:.-:tl ion for 

t.reat1l\(~nt ts ..1 re.'Jof!dt-ch .-1nrl dt~vt_:]('t':u;\Jt fitrn. 

~':5-"" "'"" "" '"""''' 
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1 (b) The application must be made on a form to be 

2 provided by the ?epartment. The form must include, at a 

3 minimum: 

4 ( i) the name and address of each officer of the 

5 research and development firm; 

6 ( i i) the name of tr.e research and development firm as 

7 required for the purpD~e o~ incorporation in 35-1-202~ 

8 (iii) the address of its initial registered office 

9 L·equired for the purpose of incorporation as required in 

10 35-l-202; 

ll (iv) th.: date the articles of incorporation were filed 

\2 with the secrPtary of st.1te as req~ired in JS-1-203: and 

13 (v) other informatio11 the departJnent ~cquires to 

14 effectively admini~ter the provisions of this s~cti0n. 

15 (c) The application must be filed with the department 

16 before the end of the fi( calendar qn.:l·.ter ducing whic:h 

17 the rcse~rch and dev~lo0aent firm eng~·;es in businesH in 

18 Montana. 

19 ( 3) On receipt cf the inf0rmation r~quired in 

20 subsection (2){b), pro•;ld~~ that it was filed in the time 

21 d llo•...-.ed ~nder Slth£ection (2)(c), the department shall 

22 desiglldte the applica11t as a ~esearch and d~velopment firm 

23 for the purpu3eS of this section. 

24 (4) Failllre ~y an ~pplicant to provide inform~tion 

25 required by the det.>:trtment 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 subsection (2)(c) automatically 

disqualifie~ the applicant from being designated and treated 

as a research and development firm for the purposes of this 

section. 

{5) ~he director of the department IDdY grant an 

extension of time for an applicant to filP 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 

determini119 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·~ first 5 TAXABLE years of activity IN 

~9NTAN~ and administer the deduction, exclusion, exemption, 

or credit as if the corporation did not exist during that 

period 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~t--Po~--the--p~rpo~~~--o£--tn~~--~eetion,--tne-5-year 

~xem.~t±on -pol! t"iod -begins- -with --the--first- -ea ±endar ---·qtut. r te-r

d~ri:n9-whieh-the-re~l!~~en-ane-de~l!Topm.ent-£irm-±s-en9'~9ed-in 
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~~sin~s~--~nd--extend~--through··-the--foilew±ng--±9-e~lend~r 

qtla-r-terso 

Section 2. Sectjon !5--l-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 taxution, they a.re defined in 

the following manner: 

(a) The term ''agricultural'' refers to the ra1s1ng of 

livestock, poultry, bees, and other species of domestic 

animals and wildlife 10 domestication or a capt. i ve 

environment, and the raising of field crops, fruit, and 

other animal and vegetable matter for food or fiber. 

(b) The term ''asse~sed value" means the value of 

property as defined in 15-8-111. 

(c) The term "average wholesale value" means the vQlue 

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). 

( i i) The 

conunercial: 

following types 

-4-
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(B) 

(C) 

agricultural lands; 

timberlands; 

single-family residences 

SB 0064/02 

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; 

has 

by 

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

(F) all property described 1n 15-6-136; and 

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

(e) The term "comparable property" means property that 

similar use, function, and utility; that is influenced 

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'' meanB 

unsecured, owing to a person. 

(g) The term ''improvements" 

solvent debts, secured or 

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 location of a 

mobile home or housetrdiler has been established, the mobile 

home or housetrailer is presumed to be 

real property. A mobile home or 

-5-
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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 cla~sification and the taxes are due 

and payable in two payments as provided in 15-24-202. 

Delinquent taxes on such leasPhold improvements are a lien 

only on such leasehold improvements. 

(i) The term ''livestock'' means cattle, 

goats, horses, mules, and dsses. 

sheep, swine, 

( J ) The term ''mobile home'' means forms of housing 

known as ''trailers'', ''housetrailers'', or ''t.:<liler coaches" 

exceeding 8 feet in width ur 45 feet in lenqth, designed to 

be moved from one place to another oy an 

connected to them, or any ''trailer'', 

independent power 

''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 

within 

the subject of ownership but that 1s 

the meaning of the terms ''real 

not included 

estate" and 

"improvements". 

( 1) Tne term ''potJltry'' includes d 1 l c:hickens, turkeys, 

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

(m) The term 11 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 11 includes: 

( i) the possession of, claim 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 development firm" means an entity 

inco!porated under the laws of this state whose principal 

purpose is to engage in theoretical analysis, exploration, 

and experimentation and the extension of investigative 

findings and theories of a scientific and technical nature 

into practical appli~ation for experimental and 

demonstration purposes,_ in_cluding the experimental 

production and testing of models, devices, equipment, 

materials, and processes. 
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tot1£1. 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 11 municipal corporation" or 

''municipality'' or "taxing unit'' shall be deemed to include d 

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 11 or "board" when used 

without other qualification shall mean the state tax appeal 

board.'' 

See~~o~-3~--seet±o~--l5~6~i34,-MeA,-~~-8me~ded-to-~ead~ 

uis-6-i34~--eia~~--~e~~--property-----~o~se~±ptten----

taxable-percenta9~·--tit-ei~~~-£ettr-property-incl~d~s~ 

tat--ail--land--except as-p~ovtft~d-±n-~~b~eetien-tittet 

and that-spee±£±eaiiy-ine±ttded-in-anothe~-cia~s; 

tbt--all-±mprov~ment~-exeept a~-prev±ded-in--s~bseetion 

tlttet-and tho~e-spee±f±eaiiy-inciHded-tn-another-elaee~ 

tet--the--rtrst--$35r999-or-lees-o£-the-esrket-valHe-or 

any-±mpro•ement-on-real-property-and--app~r~enan~--land--not 

exeeed±nq--5--aeres--owned--or--ttnder--contrae~-£or-deed-and 

aet~aiiy-oeettpied-for-at-least--ie--months--a--year--as--the 

pr~mary--res±dentiai--dweliin1--o£--any--p~~~en--wftes~-tota± 

±neem~--£rom--a%i--so~rces--incl~d±n9--otfterw~se--tax-~xempt 
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income--ef--all--~ypes-±s-ne~-mere-~han-$i&,e&e-Eor-a-~±~~±e 

per~on-or-$±%;999-~or-a-married-eo~p%~7 

tdt--aii-goi£-eo~rses,-~neld~inq-iand-and--~mprovemen~~ 

aetae~ly-and-neeessari!y-~3ed-£o~-that-ptlrpose;-that-eons±s~ 

o£--at--teast-9-heies-and-not-iess-than-3;999-lineai-yardsoi 

tet--aii--iand--and--~mprovements--and---a±i---personai 

property--owned-~y-a-researeh-and-development-firm,-provided 

t~at-the--property--is--aetivety--deveted--to--researeh--and 

development• 

t~t--etass-to~r-prop~ty-±s-taxed-as-foilows~ 

tat--Exeept--as--provided--in-i5-r4-i49r-or-i5-i4-i56lr 

property-deseribed-in-stl~~eetions-tlttat-and-tlttbt-±~-~axed 

at-the-taxabYe-pereentage--ra~e--upu 3-.-86% o£--it~--marke~ 

ve:i-tte-.-

tbt--Proper~y--de~er~eeo--±n-~tlb~eetion-t±ttet-~~-~e:xed 

at-the-~axabte-pereenta9e-rate-upu 3o86% oE-it~-mar~et-~a±tte 

mtl}tiptied-by--a--pereente:9e--£ignre--ba~ed--on--±ne~me--and 

determined-Erom-~he-fo±±ow±n~-tab}e~ 

i:neome !neome Pereent!llqe 

Sin9te-Per!'!1on Marri-ed:-€Otlt~de Mtl:l:ti:pT±er 

-$8-----$±7969 -$8-----$±7~66 -9% 

±r99±----r.,ees :l:r%97:----2-,-496 t6% 

z.,-eet----3.-868 i!,49l:----3,66S i!8~ 

,,eet----4-;688 3,-66t ----4.-888 38~ 

~,ee±----s,eae +7 eet----6,-999 48% 
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59% 

69% 

'iB% 

89% 

99% 

tet--Property---de~er±bed---±n--subseet±on ~~bseet±on3 

ttttdt ~nd--tttt~t is--t~xed--nt--on~-hnlt---the---tnxnbi~ 

pereent!llqe-rate-npu-e~tablished-in-~tlb!'!leet±on-t~ttato 

t3t--Hnt±l-dantlary-T7-T986.,-the-taxable-pereenta9e-ra~e 

upu-for-e±a~~-Eott~-property-~~-8~55%~ 

t4t--Pr±or--te--~ttly-T,-i9867-t"e-department-o£-reventte 

~ha±%-Oetermine-the-taxabie-per~entaqe-r6te--up~--~p~!±eabte 

~o--elass--£ottr-preperty-£or-t"e-reveittat±on-eycie-be9±nntng 

~anttery-lr-i986,-a~-£oT:io~e~ 

tat--~~e-Otreetor-o£-the-aepartment--o£--reventte--shall 

eertify--to-t"~-9overnor-before-dtliy-r,-t9967 -the-pereente~e 

by-~h±eh-the-appra±~ed-vaTtte-o£-all-property--tn--th@--state 

cla~~±f±ed--ttnfter--cla~s--£ottr--as--o£--danuary-iT-i986,-hae 

±nereased-due-to-the-re~aittation-eondtteted--ttnder--±5-~-:l:±t~ 

~h±s--£i9ttre-±s-t"e-eert±£±ed-8tatewide-pereenteqe-±nereaee~ 

tbt--~he-taxabYe-vai-tte-ot-property--±n--elass--fotlr--±~ 

' determ±ned---as---a--tttnet±on--ot--the--eert±f±ed--~tatewide 

pereentage-inerea~e--±n--aeeordanee--w+th--the--tab±e--shown 

berewo 

tet--~h±~---table--t±m±ts--the--~tatewide--inerea~e--±n 
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~axab±e-va±~a~~o~--resttl~~~~--~rem--reappra~~al--~o--9%.--fft 

ealettlatin9--~ne-pereen~age-±nerease,-the-depa~tment-may-not 

eon~~8er-ehanges-res~ltin~-£rom-new-eonstrttetionr-additions7 

or-deietions-ettrin~-ea±endar-year-±985. 

tdt--~fte--taxabie--pereentage--mttst--be--ealettlated--by 

±nterpolat±on--to--eoine±de--with--the--nearest-whole-nttmber 

eert±r±ed-statewide-pereentage-inerease-rrom--the--foilow±ng 

table~ 

€ertif±ed-Statew±de 

Pereentage-~ncrease 

& 

l& 

%& 

39 

48 

5& 

6& 

i'8 

8& 

99 

189 

ll& 

t%9 

i'!& 

t48 

-11-

e±ass-Pottr-~axabie 

Pereenta9e-upu 

8-.55 

T-.n 

hli! 

6-.S'r 

6-.i& 

5-.i'8 

5-.34 

5 .. &% 

h'r5 

4-.59 

4.,-;!'j' 

4-.8i' 

3-.99 

h'H 

3-.56 
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eertified-Statewide 

Pereentage-rnerease 

rs& 

r69 

ti'& 

t88 

i98 

%66 

He 

:i!%8 

%38 

%49 

%59 

%68 

zi'8 

%86 

%!16 

39& 
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el8ss-Pe~~-~axab%e 

Pef"eentage-•p• 

3 .. 4% 

3-.%8 

3.±6 

3-.65 

;!.,-94 

:i!-.85 

%-.'r5 

%-.6'1 

:i!-.59 

;!.,-5% 

%~44 

%-.'!'r 

%-.'It 

;!.,.;!5 

%-.r9 

i!..%3 

tStfi!--After--auiy--tT-%9&67-fte-ad;ustment-may-be-made 

by--~he--Se~ar~aen~--to--the--taxab%e--pereer'l:ta~e--ra~e--upa 

es~ab%~shed--in--s~bseee~en--tittat an~i~-a-reva2~a~ien-has 

been-made-as-previded-*n-%5-T-111• 

t6t±.!1--W'i~h-i:n-the-meaning-oE--eempa-rab%e--pr.eperty--as 

der±nee---in---t5-t-l6lr--prepe!'ty--assessed--as--eemmereial 

preperty-is-eemparabie-onty-to-other--property--assessed--as 
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eommerc±a%--prepertyy--aftd--property--aeeessed-as-o~fter-tftan 

eomaereia%-preper~y-is-eomparable--eniy--to--e~her--proper~y 

aesessed-as-other-eftan-eommere~a%-propertyoa 

seet±on~~---seet±on--~5-6-~4~7-MeA,-±s-amended-te-read~ 

u%5-6-l4i·--€laes-tweive--property------aeseription---

taxab~e-pereenta~eo--tlt-elass-twei•e-property-±nel~des~ 

tat--a--tra±ler--or--mob~le--home--ttsed--ae-a-residenee 

except-when~ 

tit--held-by-a-distrib~tor-or--dealer--of--trailers--or 

mobile-homes-as-his-stoek-in-trade;-or 

tiit-speet£ieally-ineltlded-in-another-elass; 

tbt--th..e-f±rst-$35,699-or-less-of-the-ma-dte~-va:l:tte-o£-a 

~rai:l:er--or--mob%ie--home--ttsed--a~-a-res~denee-and-ae~ttalty 

oeenpied-for-a~-ieest--19--months--a--year--as--~he--pr~mary 

~es~deft~ial--dwe±±±ft~--of-afty-person-whose-tota±-~fteome-£rom 

arr-~ottrees-±nelttdin9-0~herwise--tax-exemp~--tneome--o£--8ll 

~ypes--~s--not--mere--than--$i9r966--for--a-sinqie-persoft-or 

SYir969-£or-e-marr~ed-eottp±eo 

t%t--eiass-twei~e-preperty-±s-taxed-as-ro±iews~ 

tat--Property-~eseribed-in-sttbsee~±on--tlttat--thet--±s 

not--or--the-ty~e-deser±bed-±ft-~neseetion-tittOt-±s-taxed-at 

the-taxable-pereeftt8qe--rate--up~,--ae~eribed--in--l5-6-i347 

3o86% of-±ts-m8rket-¥8~tteo 

tbt--Property--de~ertbed--±n-~~b~eetion-t±ttbt-i~-taxe~ 

et-the-taxebie-pereefttage-rate-upu,-deser±bed--in--rS-6-1347 
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3~86t o£-ies-aarket-valtte-Muitipiied-by-a-percen~a~e-f*9are 

based-en-ineome-aftd-de~erM~fted-£rom-ehe-~ab%e-es~abiisfte~-in 

s~bseeeien-tzttbt-ef-15-6-134~" 

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, except property owned 

by cooperative organizations described in subsection {l)(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 personal or real property used primarily in 

the production of gasohol during construction and for the 

first 3 years of its operation•L 

{~_) 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 

fdcilities, machinery, or equ1pment used to 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' 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 to the county 

tax appeal board and the state tax appeal board. 

(3) "New industrial propecty•• means any new industrial 

plant, including 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 to July 1, 1961. 

{4) (a) "New industry" means any person, corporation, 

firm, partnership, association, or other group 

a 

that 

of a 

mere 

establishes a new plant in Montana for the operation 

new industrial endeavor, as distinguished from 

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 labor, in 

which materials unserviceable in their natural state are 

extracted, processed, or made fit for use or are 

substantially altered or treated so as to create commercial 

products or materials; or 

(iii) engage in the mechanical or 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; 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. (l) The term 

11 Corporation" 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 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 10 doing 

business" both mean actively engaging in any transaction fo-r 

the purpose of financial or pecuniary gain or profit. 

(3) Bv~ry--eorporatienT-exeepe-as-here±rtaE~er-~rovided 

and-exeept Except as provided in (section lJ 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 for~h. 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 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 for the privilege of 
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carrying on business in this state for the taxable year in 

which the income was earneda 

(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 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.SaC. 548)." 

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

"15-31-401. Application of license and income taxes. 

l!l 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. ~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 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: 

'
1 15-31-403. Rate of tax imposed -- income from sources 

within state defined-- alternative tax. (1) ~here Except as 

provided in 15-31-401, there is her.eby 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 for taxable years 

beginning after December 31, 1970, other than income for any 

period for which the corporation is subject to taxation 

under part l 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 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 forei~n 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 personal 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 

security. 

Montana except periodic inspection of the 
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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 

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 6. 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 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 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 Pel!R FIVE 

PROPERTY; AMENDING SECTIONS 15-1-101, %5-6-%347--%5-6-14% 

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 OF MONTANA: 

NEW SECTION. Section l. 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 its 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 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 of revenue an application for 

treatment as a research and development firm. 
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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: 

(i) 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 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 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) 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), 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) Far 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 years of activity IN 

MONTANA and administer the deduction, exclusion, exemption, 

or credit as if the corporation did not exist during ~hae 

pericd THOSE TAXABLE ~EARS. 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~t--Per--~fte--pttrpcses--o£--ehis--seeeioft7--ene-s-year 

exempeion-perted-Ce1ins--with--ehe--firse--ea±endar--~ttarter 

dttrift9-Whieh-tfte-researeh-aftd-dev~iopmene-£irm-is-engaged-in 
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bttsiness--and--eKtends--ehrottgh--ehe--Eeiiewing--%9-eaiendar 

qttareers. 

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 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 and profit margin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

(d) (i) The term .. commercial 11
, when usE!d 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: 
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(B) timberlands; 
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(C) single-family residences and ancillary 

improvements and improvements necessary to the function of a 

bona fide fa~m, 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 tetm "credit 11 means solvent debts, secured or 

unsecured, owing to a person. 

(g) The term 11 improvements 11 includes all buildings, 

structures, fences, and improvements situated upon, erected 

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

its ager.t 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 
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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 15-24-202. 

Delinquent 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 coaches 11 

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 

11 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. 

(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 s.tocks 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, claim 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 Tit~e 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 11 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, 

exploration, and experimentation and the extension of 

investig.a_t:J.Y_E'! findings and theories of a scientific and 

technical nature into practical application for experimental 

and demonstration purposes, including the experimental 

production and testing of modP 1 , devices, equipment, 
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materials, and processes. 

totlEl 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) Tht:: term "state board" or "board 11 when used 

without other qualification shall mean the state tax appeal 

board." 

See~~on-3~--seee±en--i5-6-i347-MeA,-is-amended-to-~eaft~ 

~%5-6-%34T--€%ass--Ee~~--preperty------deser~peion----

~axa~Ye-pereen~a~e~--t%t-elass-Ee~r-prepe~~y-ine%ude~~ 

tat--a~~--land--excep~ as-previded-in-subseeeieft-trttet 

aftd ~ha~-s~eeiriea~±y-ine%~ded-±ft-ane~h~r-elass~ 

t~t--aYl-improvement~-exeept a~-proYided-in--s~~seee±on 

tYttet-and ~hese-speci£iea%iy-ineiuded-in-ane~her-elass; 

tet--the--riret--$35y999-er-less-or-~he-market-Yal~e-er 

any-imprevemen~-on-~ea±-property-and--appurtenant--~and--net 

exeeedin~--5--aeres--owned--er--unfte~--eontraet-~or-deed-and 

aetually-eeeupie~-fe~-at-least--1&--.onths--a--year--as--the 

primary--residential--dweliing--o£--any--~rsen--whese-total 
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tet--•his---~abre--%imits--~fte--e~a~evide--tnerease--tn 

~axah%e-•a%~atien--resu%~i~~--Erem--reappratsal--~e--9to--£n 

ca%cH%at+n!--the-pereentaqe-inerease;-the-department-may-net 

eonsider-ehanges-resultinq-from-new-censtrHction7-additiens7 

er-deletiens-dHring-ea%endar-year-%98ST 

tdt--The--taxable--percentage--mHst--be--ealeHlated--by 

interpe%atien--te--eeineide--with--the--nearest-whele-namber 

certified-statewide-pereentaqe-inerease-freM--the--fe%%ewing 

tab%e~ 

eePt%r%e8-Statewi8e 

Percentaqe-£ncrease 

8 
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Pereenea~e-u.pu 

3..-56 
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t5tfii--AfteP--dH%Y--l,-%9867-fte-ad;Hetmeftt-may-be-made 

by--~he--de~artment--to--the--~axab%e--pereen~age--rate--u.pu 

establiehee--~n--s~bsee~ien--tittat anei%-a-re~a%ttaeien-has 

been-made-as-provided-in-%5-i-%%%~ 

t6tt!±--W%eh%n-the-mean%n~-e£--eemparable--preperey--a~ 

de£ined---in---%5-l-l9l,--preper~y--assessed--as--eemmereial 
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proper~y-±s-eeaparab~e-on%y-te-etfter--proper~y--essessed--as 

eeemereia%--property7--and--property--aeeeeeed-as-other-ehan 

eommereia%-preperty-±s-eemparable--only--ee--ether--property 

assessed-as-other-tftan-eommereia%-preperty.• 

Seetion-4T--9eetion--lS-6-%•i7-MeA7-±s-amended-te-read~ 

UiS-6-l4iT--€lass-twelve--property------deser±pt±on---

taxable-pereenta~e·--tlt-elass-twelYe-property-inelu~es~ 

tat--a--trailer--or--mebile--heae--~sed--as-a-residenee 

exeept-vhen~ 

t±t--held-by-a-d±strib~tor-or--deaier--e~--trailers--or 

aobile-hemes-as-his-stoek-in-trade~-er 

tiit-speeif±ea%ly-inel~ded-in-another-eiaes; 

tbt--the-!irst-$357888-er-~ess-ef-the-marRet-va~~e-e£-a 

tra~ier--er--mobiie--heme--~sed--as-a-~ee~dence-and-aet~a%iy 

oee~pied-!er-a~-leaee--+e--meftths--a--yea~--as--tfte--primary 

reeidential--ewe%%tnq--ef-efty-pe~sen-whose-tote+-ineeme-~rom 

a%%-se~rees-incl~d±n~-otfterw~se--eax-exempt--inceme~-er--all 

types--is--net--mere--than--$19,999--Eor--a-sin~le-person-or 

$iiT888-fer-a-marriee-ee~ple• 

tit--elaes-tweive-preperty-is-texed-as-rellews~ 

tat--Property-eese~ibed-in-s~beeetion--t+ttat--that--±s 

not--o£--the-type-describe~-±n-s~bseetion-t+ttbt-±s-taxed-at 

the-tax~b%e-pereenta~e--rate--upu,--deseribed--±n--t5-6-~3~, 

3oB6% ef-±ee-mar~et-•a±~e~ 

tbt--Property--deseribeS--±n-sHbsect±on-ttttbt-±e-texed 
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at-the-taxable-pereenta~e-rate-•p•T-deseribed--in--15-6-1347 

3.B6t ef-its-marRet-¥a~~e-m~~tlplied-by-a-pereenta~e-!i~~re 

based-on-ineeme-end-determined-!rem-~he-tabte-estabiished-±n 

s~bseetien-tittbt-e!-~S-6-%34•• 

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, except property owned 

by cooperative organizations described in subsection (l)(c) 

of 15-6-1371 

(b) air and water pollution control equipment as 

defined in this section: 

(c) new industrial property as defined in this 

section; 

(d) any personal or real property used primarily in 

the production of gasohol during construction and for the 

first 3 years of its operationTL 

(e) 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) 11 Ai r and 

facilities, machinery, 

water pollution equipment" means 

or equipment 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 to the county 

tax appeal board and the state tax appeal board. 

~3) 11 New industrial property" means any new industrial 

plant, including 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 to July 1, 1961. 

(4) (a) 11 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 on:~ those industries that: 
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(i) manufacture, mill, mine, pLoduce, process, or 

f-abricate materials; 

(ii) do similar work, employing capital and labor, in 

which materials unserviceable in their natural state are 

extracted, processed, or made fit for use or are 

substantially altered or treated so as to create commercial 

products or materials; or 

(iii) engage in the mechanical or chemical 

transformation of materials or substances into new products 

in the manner defined as manufacturing in the 1972 Standard 

Industrial Cla~sification 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; 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 
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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 11 and 1'doing 

business" both mean actively engaging in any transaction for 

the purpose of financial or pecuniary gain or profit. 

(3) Bvery--eorporat±onT-exeept-as-hereiftaE~er-prov*ded 

aftd-e~eep~ Except as provided in (section l] 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 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 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 
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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 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.S.C. 548)." 

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

"15-31-401. Application of license and income taxes. 

l!l 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. ~fte 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 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) ~h@re 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 for taxable years 

beginning after December 31, 1970, other than incone 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 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 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 

located within the state, if the loan is 

personal property 

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 
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security. 

(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 

section. Th~ 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 

rules an the subject of 

department of revenue to make 

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, at.d 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 5-YEAR 

EXEMPTION FOR RESEARCH AND CORPORATION LICENSE TAX 

DEVELOPMENT FIRMS; CLASSIFYING ALL PROPERTY OWNED AND USED 

BY A RESEARCH AND DEVELOPMENT FIRM AS CLASS P9HR FIVE 

PROPERTY: AMENDING SECTIONS 15-1-101, ~5-6-134,--!5-6-142 

±5-6-~35, 15-31-101, 15-31-401, AND 15-31-403, MCA; AND 

PROVIDING AN EFFECTIVE DATE." 

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

NEW SECTION. Section l. Research and development 

firms exempt from taxation-- application. (l) 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 its first 5 

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

i»CT], "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 hls agent 

shall file with the departmenL c: reven~e an applicatlon tor 

treatment a5 a research and development firm. 
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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: 

(i) 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-l-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 10 35-1-203; and 

(v) other information the department requ1res to 

effectively adm1nister the provisior1s of th1s section. 

(c) The application must be filed with the department 

before the end ~f the first calendar quarter during which 

the research and development firm engages 1n business 1n 

Montana. 

{3) On receipt of the information required 1n 

subsection (2)(b}, provided that it was ~iled :n the tlme 

allowed under subsection ( 2) I C), the depdrtment shull 

designate the applicanL as a research and development firm 

for the purposes 0f this section. 

(4) ?dilure oy dn applica~t :c prov1de Jr1!o:mal10n 

required by the department ~nder subsection (2)(b} or, 
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except as provided in subsection (5), 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 ot 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 1s 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 years of activity IN 

MONTANA and administer the deduction, exclusion, exemption, 

or credit as 1f the corporation did not exist during that 

p~~tod 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, 

PR,OR 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). 

tTt--Por-tk@--~tt~~e~e~--or--t~±~--~~et±e~,--t~e--5-year 

exempt±on--period--be9in~--with--tne--£±r~t-ea±e~~a~-qttarter 

dttr±~~-wh±eh-the-re~eareh-end-deve±opment-f~rm-~~-engaged-±n 

btts±ness-and--extend~--tk~o~~n--tne--£o~lowin9--i9--ea±endar 

qtta~ter3o 

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

"15-1-101. Definitions. ( 1) Except as otherwise 

specifically provided, when terms mentioned :n this secti~n 

are used in connection with taxation, they are deflned 1n 

the following manner: 

(a) The term ''agricultural'' refers lO the raising of 

livestock, poultry, bees, 

animals and wildlife 

and other species of domestic 

in domestication or a captive 

environment, and the raising of field cr~p~. fruit, and 

other animal and vegetable matter for food ~r :iber. 

(b) The term ''assessed value'' means the value of 

property ns defined in 15-8-111. 

(c) The term "average wholesale value'' means the value 

to a dealer prior to Leconditioning and profit margin shown 

1n national appraisal guides and manuals or the valuation 

schedules of the department of revenua. 

(d) (i) The term "commerclal", when L...=>ed tu descr1be 

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) 

(B) 

(C) 

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 a~ his stock in trade; 

(E) 

(F) 

(G) 

(e I 

all property described ln lS-6-135; 

all property described in 15-6-136; and 

all property described 1n 15-6-146. 

The term ''comparable property'' means property that 

has Slmilar use, funclion, and ut1li~y; that lS influenced 

by the same set of econom1c trends and phys1cal, 

governmental, and soc1al factors; and that has the potential 

oE a simllar highest and oest use. 

(f) The ~erm ''credit'' means solvent debts, secured or 

~nsPcured, owl~g t~ a person. 

'·j) fhe tPrm ''improv~ments'' includes 3il bu1ldinqs, 

s~ructures, tences, and improvements situated upon, erected 
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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 lS presumed to be an improvement tcJ 

real property. A mobile home or housetrailer may be 

determined to be permanenLly located only when 1t is 

attached to a foundation which cannot feasibly be 

and only when the wheels are removed. 

relocated 

(h) The term ''leasehold improvements" means 

improvements to mobile homes and mobile homes located on 

land owned by another perSOil. This property 1s a5se~~ed 

under the appropriate classification ciOU Lhe taxes are due 

and payable in two pciyments as provided lO 1:,-24-202. 

Delinquent taxes on such leasehold improvements are a l1en 

only on such leasehold improvements. 

(i) The ter~ ''livestock'' means ca:tle, sheep, swine, 

goats, horses, mules, dnd asses. 

( l I The term "mobile home" med::s forms of housing 

known as "trailers", "hou.setrai:e:s", or "trai.!.er coaches" 

exceed1ng 8 feet in width or 45 teet ~n length, designed to 

be moved from one place to another by an independent power 

connected to Lhem, or any ''tra1ler'', "housetrailer", or 

"tr.:~:::_er coach" ;Jp :o 8 feet ln width ·Jr -l'J feet in lengtr. 

~sed as a prir1cil'~l ~esidence. 

( k I The ·ern "t)ersona.:.. property" include~ everything 
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that lS the subject of ownership but that is not included 

within the meaning 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 moneys, credits, 

bonds, stocks, franchises, and all ocher matters and things, 

real, personal, and 

This definition must 

mixed, 

not be 

capable of private ownership. 

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, claim 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 development firm" means an entity 

incorporated under the laws of this state OR A FOREIGN 

COR?ORATION AUTHORIZED TO DO BUSINESS IN THIS STAT£ ~ 

£!incipal 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, 1ncluding the exper1mental 

production and testing of models, devices, equipment, 

materials, and processes. 

totJ....El The term "tdxable value" means the percentage 

of market cr assessed value as provided for in LS-6-131 

through 15-6-140. 

121 The phrase "munic1pal corporation" or 

''municipality'' or ''taxing unit'' shall be deemed to include a 

county, c1ty, 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'' ~r ''boardH when used 

without other qualification shall mean the state tax appeal 

board.'' 

Seet~on-3~--see~~on-t5-6-~~~~-M€A,-~~-~mended-to--~ead~ 

~±5-6-±3~~--€±8~s---fottr--proper~y------de~eription---

t8X8b±e-pe~eenta~e~--ttt-e±as~-eoor-p~eperty-~ne±ade~~ 

f8t--all-±and-exeept as-provided-i"--~ttO~ee~~on--t±ttet 

and that-~pee±e~e~±±y-±ne±ttded-±n-ano~~er-~±a~~~ 

t~t--all--imp~~v~ment~-exeept a~-pr~~~~ed-+n-~a~~~e~±~n 

tlttet-and tho~e-speei~iea±ty-±ne±ttded-in-another-ela~~; 
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tet--~h~-rir~t-$35,999-or-less-o£-t"e-mer~et--vei~e--e£ 

any--improvement--on--ree%-p~e~e~ty-and-eppttrtenant-±end-not 

exeee~in9-5-eere~-owned--or--~nder--eontreet--~er--eeed--end 

aet~a%%y--eeettpied--£or--st--ieast--i9--months-a-year-a~-the 

~r~mary-re~±dentia±--dwe±±~n~--o£--any--per5on--who~e--tota± 

~neome--£rom--a±i--~ottrees--ine±ndin9--otherw~se--tax-exempt 

±neome-o£-a±±-type~-±~-not-more-than-$±9,999--£or--a--sin9±e 

person-or-$±%,eee-£or-a-marr±e0-eo~pie7 

tdt--a±±--9oi£-eo~r~es,-±ne±ttd±n9-±and-and-±mpro•ements 

aettta±±y-and-neeessari±y-ttsed-for-that-pttrpose,-that-eonsist 

o~-ae-~~a~e-9-h~i~~-en~-not-i~ss-than-3,eee--±~~eai--ya~d~•z 

tet--a±±---±end---end--~mprovem~nt~--an~--a±l--per~ona± 

erope~ey-own~~-ey-a-~e~eareh-end-Oeveiopm~ne-f~rm7--pro~i~~~ 

trtat--the--property--±~--~eeivety--Oevoted--to--researeh-and 

Oe't'e±.~plllef'lto 

tZt--€la~~-fottr-~ro~erty-±~-taxed-a~-follows~ 

t~~--Bxeept-a~-prov±~ed-±n--±5-i4-±48Z--o~--±s-~•-i59ir 

~ro~erty-de~er±bed-tn-~~b~eet±of'l~-t±ttat-af'ld-t±ttbt-±s-taxed 

et--the--taxab±e--pereentaqe--rate--~P~ 3o86% e£-±t~-market 

valtteo 

tet--Proper~y-dese~±bed-±n-~ttbseetion-t±ttet--~s--taxee 

et-the-taxab±e-~ereef'!ta~e-raee-upu 3o86% o£-±t~-market-va±tte 

~~lt±pl±e~--by--a--pereentaqe--f±gttre--eased--on--ineome-and 

de~ermtned-trom-the-f~±±ow±f'l9-tabte~ 

tneeme fnc::ome PereentaeJe 
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Mttit±~:l±er 

-9% 

±6% 

~6% 

39% 

46% 

56% 

66% 

'IS% 

69% 

96% 

tet--Property--de~c~ibed--~n---~absee~ion sce~eet~o~s 

ttttdt and---t±ttet t~--taxed--at--one-~a±~--t~e--~axa~l~ 

pereenta~e-rate-upu-e~tabi±~hed-±n-~cb~ee~±on-tittat7 

t3t--~nt~i-danttary-±.,-T986.,-t~~-taxab!e-perc::enta9e-rate 

upu-~or-cla~~-focr-property-±s-8755%o 

t4t--Prier-te-d~ly-± 7 -~9967-t~e--de~artment--ef--rev~ntte 

~~ai±--dete~m±ne--the-taxab~e-pereenta9e-rote-upu-op~i~eab±e 

to-e±a~~-focr-pro~erty-for-t~e-reva±ttat±en--c::ye~e -be~tnnrnq 

dan~ary-± 1 -±986 1 -a~-fo±±ows~ 

tat--~~e--d±reetor--of--the-department-of-reventte-~ha±± 

eert±fy-to-the-governor-eefore-dtt±y-±r-±996,-the--pereenta9e 

by--w~±eh--t~e--a~p~ai~ed-~a!c~-~¥-ai±-~roperty-~n-the-~tate 

e±a~~if±e~-ttnder-eio~~-fettr--~~--~f--do~~a~y--+T--i~Ao.,--~a~ 

±ne~eosee--e~e--t~-~M~-re~at~~ti~n-e~ndtle~ed-cnder-±~-~-±±±7 
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~h±~-£i9~re-is-the-eertiEied-stetewide-~ereentaqe--~ftereaeeo 

tbt--~he--texebie--•eice--of--property-in-eiass-~o~r-±s 

determined--as--a--rcnet~on--o£--the---eert±£±ed---statew±de 

pereentage--inerease--in--aeeordanee--w±th--the--taere-shown 

eerewo 

tet--~his--tabie--iimits--the--stetew±de--±nerease---±n 

taxabie--va±~ation--res~iting--rrom--reappra±sai--to--9%o-Yn 

eaie~iat±n~-the-pereentage-inerease,-the-department-may--not 

eons±der-ehanqes-rescit±nq-£rem-new-eonstrcetion7-addit±ons7 

or-deietions-dMrin~-eaiendar-year-i98So 

tdt--~he--taxabie--pereenta9e--mcst--be--eaieclated--by 

interpo±at±on-to-eo±ne~ee--w~~h--~he--"ee~e~~--who±e--"~mber 

cer~~f~ed--~t~tewide--~eree"ta~e-ifte~ea~e-frem-the-~o±±ew~"~ 

tab%e~ 

ee~ti~ie~-St~tew±de 

Pereeftte~e-~"erease 

9 

%0 

~8 

39 

49 

58 

68 

76 

99 
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Pereentage-fftcree:se 

99 

199 

%%6 

%~8 

B9 

%46 

%59 
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%79 

%99 

H8 

~99 

~%9 
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%49 
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€!eee-Potlr-~exab±e 

Percentage-a?"' 

h59 

4o~'T 

h97 

3o88 

3-H 

3o56 

3~4i! 

3~~8 

3ol6 

3~95 

i!~94 

h85 

hi'S 

h67 

i!o59 

~o5l 

i!o44 

~o37 

hH 

~~~s 

i1oH 

<•±3 

t5ttii--After-daiy-l,-i986,-fto-ad;~~tmeftt-may--he--made 
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hy--the--deper~ment--to--the--taxa~±e--pereenta1e--rate--upu 

e~tob±~~hed-in-~abeeeeion-t%ttat ~nti±--a--~evaittat±en--hae 

heen-made-ae-proviOea-~n-15-T-±~±o 

t6ti!i--W±th±n--the--meanin9--o~-eemparable-property-a~ 

defined--±n--%5-t-tet,--property--a~eeeeed---ae---eommere±a± 

property--±e--eomparab~e--only-to-ether-property-aeeessed-ae 

eommere±a±-property7-and-property--a~eeeee0--as--other--than 

eommereia±--property--±e--eomparable--on±y-to-other-property 

assessed-as-other-than-commere±al-property.u 

5eet±en-4o--Seet±on-XS-6-±4%7-M€A,-±s-amended-to--reae~ 

urs-6-±•~.--e±ass--twetve--property------deser±pt±on--

t~x~bie-~ere~nt~ge~--tit-e±~~~-tweive-prope~ty-~nctade~~ 

t~t--~-t~at±er-or--mebite--home--tt~ed--~s--e--re~idenee 

exeept-w~e~~ 

rtt--he~d--~y--~--di~tr~b~tor--or-deaier-o£-tra~±er~-or 

mobite-~eme~-8s-hi~-~toe~-in-trade;-er 

ti±t-~peei£iea±iy-ineiMded-±n-enother-cia~~~ 

t0t--t~e-fir~t-$3S 7 999-or-ie~s-of-the-mar~e~-~a±tte-o£-a 

t~ai±er-or-mo~±te-home-~~ed--as--a--res±dence--and--actnai±y 

oec~p±ed--£or--at--±ea~t--te--month~--a--year-as-the-pr±mary 

re~±ee~t~a±-Owe±±in9-oE-any-person-whose-tota±--±neome--from 

ai±--soaree~--±nc±ttd±ng--otherw±se--tax-exempt-income-o£-atl 

trpe~-~s-ne~-mere--than--$l9tB99--for--~--~ing±e--~er~on--or 

5ii 1 8rl8-~~r-~-marr~ed-eotlpl~~ 

tit--e±a~~-twetve-property-~~-ta~ed-as-to±±ow~~ 
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tat--Property--describe~--i~--~tt~s~~t±o"~t±ttet-that-±~ 

not-o£-the-~ype-0e~e~±e@~-in-~ttbsect±on-t±tt0t-±~--texed--et 

~he--eaxabie--percente9e--r~~e--upu7 --desc~ibed-±n-±5-6-t347 
3~80% o~-~es-mar~et-vaiue~ 

tbt--P~oper~y-de~er±bed-in~subsect~on-t±ttbt--±~--texed 

~t--the--taxable-percentage-~ate-upu 7 -de~er±bed-in-±5-6-i34 7 
~.86% of-its-mer~et-~a±tte-mult~~iied-by-~-pereeMta9e--£i~ttre 

ba~ed-en-±neome-and-de~erm±~eO-from-the-~able-esteb±ished-in 

subseetion-t~tt~t-of-±5-6-±34•u 

SE€1ff8N- -3 ~-- SE€'i'£8N:-_- ±5-6-t-35,-M.€A t - f 5-A.MENBEB-1%18- REAB':" 

u±s-6-±35~--elass--f~ve--property------deseriptio~

ta~abie-percentaqe~--t±t-e±ass-five-property-ine±ttde~':-

tat--a±t--property--u~ed-and-ewned-by-eooperat±ve-ruro± 

e±ee~rieal--end--eooperat±ve--rtlra±--te±ephone--o~~eeiations 

or~ani~ed--under--the-±aws-o£-Montana 7 -~~eept-property-owned 

by-eooperat±~e-er9an±rations-deseribed-±n-~obseet±on--ttttet 

o£-iS-6-Bh 

tbt--a±r--and--water--po±±tttion--eentre±--e~oipment--~~ 

der~nee-+~-tn~s-~eetion~ 

fet~-new--+"~tt~~~±eT--~~op~~ty--a~--de£ineci---~"---t~+~ 

S'ect±on; 

tdt--any--pe~~ona!--or--~~e±-prope~ty-~sed-primar±Ty-~n 

t~e-pre~ne~±en ·ef-ga~oMe±-dtlr~~g-een~~r~et~on--en~--r~~--~ne 

~~r~t-3-yeer~-e~-~t~-~p~~a~~~M7~ 

tet--e:± i--- -:tend-- -a no--~ -t~~eme~t~- -- er:d--o ~ ±_- -:-.E~'f'~eno_'!: 
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p~operty-owned by-a-~e~ee~e~-end-de~eiopment-firm7--provided 

t~et--the--property--±~--aeetvety--devoted--to--re~eereh-and 

devel:epmertto 

t~t--tat-uAtr--end--weter--po±±~t±on--eq~ipmentu--mean~ 

~ae~r~t~e~,--maehinery,--or--eqHipment--aeed--to--redaee--or 

eont~o±-water-or-etmospherie-po±i~tion-or--eontamtnation--ey 

remov~n9,---redtte±n9,---aiterin9T---d±spos±ng,---or--etorin9 

poTTatants,-eontaminants,-wastes7-or-~eato-~he-depar~ment-o€ 

keaitk-and-environmenta±-se±encee-sha±±--determine--t~--~aeh 

ttt~±±zat±on-±e-be±ng-madeo 

tbt--~he---department---of---kee±th--and--environmenta± 

ee±enee~~--eeterm±nat±on--as--~o--a~r--end--vet~~--porr~t±on 

eq1::2 t pme n t-- me: y--be- -appea%: ed-- to--t he- - boe: r d--o f-- h@.a r th-e nd 

en~±ronmenta±-sci~nee~-and-may-not-be-e:p~ee:red-to--e±ther--a 

eo~nty--te:x--e:ppee:±--board--or--the--~te:te-te:x-eppeai-boe:rdo 

Hov~~er,-the-e:ppre:ised-~e±~e-of-the-eq~ipment-a!--dete~min~e 

by--the--depe:rtm@nt-o~-re~entte-may-be-appea±ed-to-the-eo~nty 

tax-appeai-boe:rd-e:nd-the-state-tax-app~ai-boardo 

t~t--nHew-±ndnstrie:l-propertyu-meen~-eny-new-indtt~t~iar 

p±ent,-ine±ttd±n~-~and,-bttiidin~s,-maehinery,--and--£ixtttres, 

ttsed--by--new--±ndttstr±e~--dttrin9-the-~±rst-3-yeer~-o£-their 

operationo-~he-property-may-not-heve--been--aeeee~ed--within 

t~e-~tate-of-Montene-prior-to-dttiy-±7-i96±o 

t4t--tet-llNew--±ndtletryu-means-any-person7-eorporat±on, 

£±rm,--pertnersh±p,--essoe±at±on7 --or---other---group---that 
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ee~abtishes--a--~@w--~±ane-~~-Montana-~o~-eh@-operation-of-a 

new--~nd~~tria±--endea•or,--as--d±sein9~ished--£rom--a--mere 

e~pansion,---reor~a~±%ation7 ---er---me~9er--or--~n--ex±~ein~ 

±nd~stryo 

tbt--New-±nda~try-±ne~ades-oniy-those-±nd~st~ies--that~ 

t±t--ma~ttfe~tttre,--m±~r,--mine,--prod~eer--proees~,--or 

fabricate-materials~ 

t±it-do-simi±ar-wor~,-empioy~ng-eapitai-e:nd--±abor,--~n 

vhich--materia±s--ttnserYieeab±e--±n--their-natara±-state-are 

extraeted,--proeessed7 --~r--mad~--f±t---for---ase---or---are 

substant±a±±y--a±tered-or-treated-so-as-to-ereate-eommere~a± 

produets-or-mater±a±s~-or 

ti±±t-en~a~e---±n---the----mee~an±eai----or----ehem±ea± 

transformation--o£-materia±s-or-sttbstenees-±nto-n~w-prodtlets 

±n-the-manner-de£±ned-as-manafaetnr±ng-in-the-±9T~--Standard 

fndttstria±--e±ass±fieat±on--Manoa±--prepared--by--the-~nited 

States-of£iee-of-manaqement-and-bttd9eto 

t5t--New-±nd~str±ol-property-does-not-inel~de~ 

tat--~repe~~y-usee-ey-retoi±--or--who±e~a±e--merehon~~. 

eommere±ai--serYiees--of--eny--type7 -e~~ietlit~re,-trade~ 7-or 

pro£essio"s; 

tbt--e--p±on~--~ha~--wi±l--ereate--ed¥er~e--±mpoet---on 

exi~tinq-s~ote7-eotlnty 7-or-mtln±e±~ai-~rv±e~!;-~r 

tet--property--tl~ed-or-em~ioyed-~n-ony-~nd~~trta±-~ian~ 

tha~-has-been-±n-operot±on-±n-th±~--stete--£or--~--years--or 
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~on~er~ 

t6t--€±~~~--rive--property-~s-texe~-8t-3%-of-~ts-market 

Yttl-1:1eo 11 

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

"15-31-101. Organizations subject to tax. (l} The term 

"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'' ana ''doing 

business" both mean actively engaging in any transaction for 

the purpose of financial or pecuniary gain or profit. 

(3} Every~eoeperat±onr-~xe~pt-a~-h~~et~a~te~--pro~±o~o 

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

or as may be otherwise specifically provided, ~ 

corporation engaged in business 1n the state of Montana 

shall annually pay to the state treasurer as a license fee 

tor the privilege of carrying on business in this state such 

percentage or percentages of its total net tncome for the 

preceding taxable year at the rate hereinafter set fortn. In 

tne case of corporat:..ons having :..ncume from business 

ac:1~1ty Wt11cn 1S tdxable ooth within and withcut t· h:..:o 

:;tate, the license fee shall be measured by the net tncome 
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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 5th month followlng 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 for the privilege of 

carrying on business in this state for the taxable 

which the income was earned. 

year in 

( 4) Every bank organized under the laws ~f the state 

of Montana, of any other state, or of the United States and 

every savtngs and loan association orga11ized under tne ldws 

of this state or of the United States is subject tn the 

Montana corporation license tax provided for ~nder this 

chapter. For taxable years beginning on and dfter January 1, 

1972, this subsection is effective in accordance with Public 

Law 91-156, section 2 (12 U.S.C. S48).'' 

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

"l5-3l-40l. Application of license and 1ncome taxes. 

ill It is the intent of the legisla.!::·~re ,-hat the corpordt.ion 

license tax shall be app~1ed to all corporations s~bject to 

taxation under part 1 of this chapter. 'frte Exc~J2!:. as 

prov1ded in subsection (2), tt:_e_ i:-~come tax provided by :t:is 

part shall be applied lo corporat1~:·s ~hat are ~~t >-.:txab.J.e 

urHier part l of l!1is _'rt..:,prer ~l~l ite t.J._(df!le u:~·:t.•r -..Jil tnc,_•mt2 

tax. 
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ill__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 

1n (section ll 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.'' 

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. (l) ~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 and 15-Jl-122 upon 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 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 loans held by out-of-state 

financial institutions recognized as such in the state ot 

their domicile, secured by mortgages, trust indentures, or 
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other security interests on real or personal 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 che out-of-state 

lender in Montana except periodic inspection of the 

security. 

(3) Pursuant to Article III, sect1on 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 

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

NEW SECTION. section 6. 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 7. Codification instruction. 

Section 1 is intended to be codified ciS an ir1tegr3l part cr 

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

-20- SB 64 



SB 0064/04 

1 to section 1. 

2 NEW SECTION. Section 8. Effective date. This act is 

3 effective July 1, 1987. 

-End-
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(a) all property used and owned by cooperative ~ural electrical anct 
cooperative rural telephone associations organized under the laws of 
Montana, except property owned by cooperative urgunizations d~scribed 
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 personal or real property used primarily in the 

production of gasohol during construction and for the f~rst 3 years 
of its operation~; 

(e) all land and_improvements nnd all persor1al prop~rtv owned 
by a research and development f1rm, provided that the property lS 
actively devoted to research and development~ 

(2) (a) "Air and watE::-r pollution equipment" means facilities, 
machinery, or equipment used tu 1.educc or control water or 
atmospheric pollution or contamination by remuviuy, reducing, 
altering, disposing, or storing pollutants, contaminants, wastes, or 
heat. The department of health and environmental sciences shall 
determine if such utilization is b2ing made. 

(b) The department ot hedlth and environmRntal sciences' 
determination as to air and water pollution equipment may be appe0lec 
to the board of heitlt:.h and environmental sciences and rnoy not be 
~ppealcd to either a county tax appeal board or the state tax ~~~e~l 
board. Howevt.::r, the appraised value of the equipracnt .35 detArmi11ed b) 
the department of rev~nue may be appealed to the county tax appeal 
board and the state tax appeal board. 

{3) "New indu::otrial prope-rty 11 means any new industr.-ial plant, 
including land, buildings, m~chinery, and fixtures, used by new 
industries du~ing the first 3 years of their operation. The property 
may not have been assessed within the state of Montana prior tr· July 
1, 1961. 

(4) (a) "New industr}'" m~dns any persun, corporation, firm, 
partnership, assoc1at1.on, ur oth<.:r group t-hilt establishes a new pl.:::ni 
in r.tontand for thf' operation of a new iwJustrial endeavor, as 
disting\.Aished from a mere e:.-pansion, reorc;unizutiun, ur merger of Dn 
existing industry. 

(b) New industrv includ~s onlv those i~dus~rleS th~t: 
(i) manufacture: mill, mill..:, [.noduce, process, ur fubric.:~b~ 

rnateridls; 
_ (ii) do ~imllClr work, .o;mploying capital and lcbor, in whicll 

milterials unserviceCJble in their natur~l ~tate are extracted, 
pruce~sed, or made fit for use or are substantiall•· ~ltcrcd or 
treated so us to creat.e commerciul pr.·oducts or mat~rial Ri or 
CONTINUED 
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(iii) engage in the mechanical ur ch~mic~l 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, conunercial 

servi~es of any type, agriculture, trades, or professions; 
(~) a plant that will create adverse impact on existing state, 

county, or municipal services; or 
(c) property used or employed in any in_dustrial plant that has 

bet..:n in operatiun in this state for 3 years or lunger. 
(6) Class five property is taxed at 3% of its market value.~~ 

Renu.nJ.:.:>er: .suOse~uent sections. 



STANDING COMMITTEE REPORT 

HOUSE --~A~P~Ryi~LLQ6 ______ ~ ___ 19~~ 

Q Mr. Speaker: We, the commit tee on __ _.H~O..t.JUI.IJS""E!i.L..T~AQ.I}.XA~T~I""'O~N'----------------

0 

report ___ __,S;l.IE~:.JNC~..At~.:T.LE.c........oB..J.I.LL.LL~Ni\..Ot... • ...._t6~4'---------------

0 do pass XXbe concurred in 
0 do not pass 0 be not concurred in 

Be amended as follows: 

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

2. Page 3, line 23 
Following: line 22 

!XXas amended 
L.::: statement of intent attached 

e z I Chairman 

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 

__ ..J.T..oH""I~Ru..D'--- reading copy ( BLUE 
color 
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SENATE BILL NO. 64 

INTRODUCED BY HALLIGAN 

A BILL FOR AN ACT ENTITLED: "'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 P6BR FIVE 

PROPERTY; AMENDING SECTIONS 15-1-101, i5-6-i34T--i5-6-i4r 

iS-6-BST 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 OF MONTANA: 

NEW SECTION. Section 1. Research and development 

firms exempt from taxation -- application. (l) 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 AeTIVITIES during its 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 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 of revenue an application for 

treatment as a research and development firm. 

~>na '""'""'•• Co~• 
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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: 

(i) the name and address of each officer of the 

research and development firm; 

(ii) the name of the research and development f1rm 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-l-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 developmeflt firm 

for the purposes of this section. 

(4) Failure by an applicant to provide information 

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

-2- SB 64 
REFERENCE BILL: Includes Free 
Conference Committee Report 
Dated '{- 16 j/ '7 
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except as provided in subsection (5), failute to file within 

the time allowed under subsection (2}(c) automatically 

disqualifies the applicant from being desig11ate<.:l and treat;;:-:] 

as a research and development fir-m for the put-poses of thi3 

section. 

{5) The director of the department may grant an 

extension of time for an applicant to file an applicatio~ 

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, OI" CI"edit may be taken under the provisions of 

this chapter, the department shall disregard a research and 

development firm's first 5 TAXABLE yea::~ nf activity r~ 

MONTANA and administer the deduction, exclusion, exemption, 

or credit as if the corporation did not exist during ~hat 

p~riod THOSE TAXABLE YEARS. This treatment of a research and 

development firm extends to net operating loss cai"I"yback and 

net operating loss carryforward provisions Q~lowed under 

this chapter. 

tTt--A--PR6P65H8--RESEAR€H--AN8--BBVB~9~MEN~--PfRM-~¥7 

PRf6R-~6--fN€6RP9RA~f8N,--S~BMf~--~HE--fNP8Rio4I'i'f6N--RE6~fRE8 

HN8HR--SHBSBE~f8N-tittBt-~6-~HE-8EPARPMHNP-P8H-A~PRE&fMfNAR¥ 
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BE~ERMfNA~f9N-BP-WHEPHER-PHE-PR9P9SE8-PlRM-W9H~8-6HA&fP~-P9R 

PHH-PAH-EHEMP~f6N-PR8VfBHB-P6R-fN-SHBSE€Pf9N-t±t• 

tTt--Per-the--p~rpe~e~--of--th~~--~eet±e~,--the--5-year 

exem~t~o"--per±od--ee~i~~--w±~h--the--f~r~t-ea~endar-~aarter 

dar±nq-which-the-re~e~rch-and-de~eiepment-£irm-i~-enqaqe~-in 

etts±"ess-and--extends--throttqh--~he--foilowinq--i9·--e8l~nd8r 

qtterter~o 

Section 2. 

"15-1-101. 

Section 15-l-101, MCA, is amended to read: 

Definitions. ( 1) Except as otherwise 

specifically provided, when terms mentioned in this section 

are used in connection with taxation, they are defined ir 

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 crops, fr•1it, and 

other animal and vegetable matter for food or fiber. 

(b) The term ''assessed value' 

property as defined in 15-8-111. 

means the value of 

(c) The ter-m "average wholesale value" means the value 

to a dealer prior to reconditioning and profit marqin shown 

in national appraisal guides and manuals or the valuation 

schedules of the department of revenue. 

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

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

-4- 58 64 
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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 

commercial: 

{A) agricultural lands: 

(B) timberlands; 

of 

(C) single-family residences 

property are not 

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) 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 "comparabl'e 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. 

(g) The term ''improvements'' includes all buildings, 

structures, fences, 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 

real 

or housetrailer is 

property. A mobile 

presumed to be an improvement to 

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 

land owned by another person. This property is assessed 

under the appropriate classification and the taxes dre due 

and payable in two 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, swine, 

goats, horses, mules, and asses. 

(j) The term "mobile home" means forms of housing 

known as "trailers", "housetrailers", or "trailer coaches" 

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 in length 

used as a principal residence. 

{k) The term ''personal property'' includes everything 

-6- SB 64 
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that is the subject of ownership but that is not included 

within the meaning of the terms "real estate" and 

11 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 

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~ claim 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 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, 

-7- SB 64 
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exploration, and experimentation and the extension of 

investigative ~indings and theories of a scientific and 

technical nature into practical apPlication for experimental 

and demonstration purposesL_ !Jlclud~_I"l9 the experimental 

production and testing of models, devices, equipment, 

materials, and processes. 

tetJ....pJ_ 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 11 or "taxing unit 11 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." 

See~~eft-3.--see~±on-i5-6-%341 -M€A7-i~-8mended-~o--read~ 

ui5-6-i34o--e%see---£ottr--proper~y------de~er±p~±oft---

~axab%e-pereeneage.--tit-€%e~~-£o~r-property-~ftei~de~~ 

tat--ali-iaftd-eMeept a~-prov±ded-in--~ubeeet~oft--fittet 

and ~het-~pee±£±eeiiy-±neiuded-±n-anothe~-eias~7 

tet-_-e:%1--±mprovement!l-e~eept a~-pro'lf ided -l: n- ~tl b~eet l:on 

tittet-and those-speeifieaiiy-±nei~ded-±n-ano~ner-eia!l!l~ 
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tct--the-E±~~~-$35,999-or-ie5s-o£-~he-market--~a%tte--o£ 

any--%mprevemeftt--on--rea%-property-and-appttrtenant-iand-not 

exeeedinq-5-aere~-owned--or--ttnder--eontraet--for--deed--an~ 

aettla%%y--oee~pied--£or--at--iea~t--±9--months-a-year-a~-the 

pr±mary-resident±a±--dwet±+nq--o£--any--~er~on--whose--tota± 

±neome--from--a±±--~ettrce~--ine±~dinq--o~herwi~e--tax-exempt 

±neome-o£-e±±-types-±s-not-more-than-S±9,988--for--a--~±ngie 

person-or-$iir899-for-a-marr±ed-eo~pie~ 

tdt--a±i--qo±f-eoar~e~r-ineitldinq-±and-and-±mprovement~ 

aet~a±±y-and-neeessar±iy-tlsed-£or-that-pHrposer-that-eon~±st 

o£-at-tea~~-9-holee-and-no~-~e~~-~ha~-3,999--±±~eai--ya~a~~L 

t~t--a~~---land---~~a--±mprovement~--~nd--arl--per~onai 

proper~y-owned-by-a-re~ear~h-and-deveiopm~~t-firm,--prov±ded 

~ha~--the--proper~y--±s--aet±~ely--deveted--te--re~eareh-and 

de~e~o~me~t. 

t2t--€la~~-ro~r-property-±~-taxed-a~-£o±±ow~~ 

tat--Exeept-a~-prov±ded-±~--l-5-24-l46~--or--l5-~~-l56l, 

property-de~eribed-±n-~tlh~eetions-t±ttat-and-tlttbt-±~-taxed 

at--t~e--taxabie--pereenta9e--rate--llpll 3~86% o£-±t~-marKet 

ve:ltte~ 

tbt--Proper~y-de~eribed-in-~ttb~eet±en-tfttet--i~--taxed 

at-the-taxable-pereenta~e-rate-upu 3o86% o£-its-mar~et-valtle 

Mtlltiplied--by--a--pereentage--£±gtlre--ba~ed--on--±neome-and 

determ±ned-from-the-£o~low±n9-table~ 

T~eome Tl'l:eome Peree~t:age 
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Single-Person Marf'ied-€ottp±e Mttl-t~pl±er 

-$9-----$1-;-099 -$Q-----$'<7i190 -0% 

r,eer----iTooo hi9r----i1,-409 %0% 

~,eex----3,666 it46l-----3,669 i19'0 

3,9or----4Tooo -3t66±----4,888 30'0 

4TOH----s,oeo 4t88l----6,666 40% 

s,oor----6,ooo 6,ae-l-----T-;i!ee 59% 

6,et:H----:r,aee T-,-rer-----a,<t6e 68% 

7r98-l-----e,eee a,<tel~---9,669 ~8'0 

e,9e:r----9 7 e9e 9,66±---re,aee 89% 

9,991---te,eao .re,eer---x~,eeo 98% 

tet--Pf'~perty--de~~r±bed--±~---Stlb~e~t±en st1b~eet1:on~ -------

t'<ttdt end---t-1-ttet ~~--taxe~--at--o~e-hal~--the--taxab±e 

peree~ta9e-rate-apa-e~tebli~hed-±n-~ttb~eet~on-t~ttato 

t3t--ijn~tt-Janttary--l-r-±986,-the-ta~eb~e-pereente9e-rate 

llpa-~or-eiass-fotlr-proper~y-±g-8,55'• 

t4t--Pr±or-to-attiy-l,-i986,-tne-de~artment--o£--re~en~e 

sha±i--dete~m±l'l:e--the-taxabie-pereenta9e-rate-llPU-appl±eab±e 

to-eia~~-tonr-propef'ty-£or-the-reva±nation--eyele--be9±nntn9 

aa~Hery-±,-t966,-a~-~oliow~~ 

tat--~he--direetor--of--the-de~artment-of-re~enHe-~ha±± 

eert±£y-to-the-9o~ef'ner-be£ere-Otliy-l7 -±986T-the--pereenta9e 

by--whieh--the--appra±~ed-valtte-of-all-praperty~±n-the-~tate 

elassifie0-nnder-e±agg-~ottr--a~--of--dantlery--±,--t986,--Mo~ 

±nerea~ed--dtte--to-the-re~ai~at±an-eondtteteO-n~der-15-~-ii±~ 
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~h~~-fig~r~-~~-th~-eert~f~ed-statewide-peree~~a9e--~nereeseo 

tbt--~he--taxabie--va±~e--ef--preperty-~n-eias~-fe~r-~s 

~etermined--ss--a--fHnetion--er--the---eer~±£±ed---statewide 

pereent~ge--±neresse--in--aceordanee--w±th--the--tab±e-~hown 

beiowo 

tet--~h~s--tab±e--±imits--the--statew±de--±nerea~e---±n 

taxabie--va±ttat±on--resH±t±ng--from--reeppra±sa±--to--e%o-fn 

ea±eH±ating-the-pereentage-inerease,-the-department-may--not 

cons±der-ehanges-resttit±ng-from-new-eonstrttet±on7 -add±t±ensr 

or-deletions-dttr±ng-eaiendar-year-i985o 

tdt--~he--taxae±e--pereentage--mttst--be--ealettiated--by 

±nt~~po%8t±on-to-eoi~e±de--with--th~--ft~are~t--whoie--n~mb~r 

e~~t±£±ed--etat~w±d~--~~re~n~ag~-±neree~e-Erom-the-£o~rowing 

ta~ie~ 

eer~i£ied-Statew±de 

Percen~age-fncrease 

8 

%9 

i!8 

38 

48 

59 

69 

76 

86 

-ll-

€iass-Po~~-~axabie 

Pereel'\ta~e-u.pu. 

8.-55 

7.-77 

7.-±i! 

6.-57 

6.-%9 

5.-78 

5.-34 

5.-82 

4.-75 
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ee~tified-Statewide 

Pereentage-fnerea~e 

98 

188 

HB 

1i!8 

138 

148 

158 

l68 

!78 

188 

198 

i!88 

i!l8 

i!i!8 

i!38 

i!49 

i!59 

i!68 

H8 

i!89 

i!99 

388 
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€%as~-Pottr-~axabie 

Pereenta~e-u.pu 

4.-59 

4.-%7 

4.-87 

3.-88 

3.-H 

3.-56 

3.-4i! 

3.-i!8 

3.-16 

3.-65 

2.-94 

i!.-85 

i!.-75 

i!.-67 

i!.-59 

i!.-51 

i!.-H 

i!.-37 

i!.-31 

i!.-25 

i!.-19 

i'.-13 

t5tfii--Af~~r-a~ly-l,-l986T-"e-adj~~tm~"t-may--b~--mad~ 
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ey--the--depar~m~ne--~o--tne--taMab~e--pereentage--rate--upu 

estabi~shed-±n-sabseetion-t%ttat ant±l--a--revaiaation--has 

been-made-as-provided-in-YS-~-ii±o 

t6t±!1--Within--the--mean±ng--o£-eomparab±e-property-as 

de~±ned--±n--±5-T-±9±7--property--a~sessed---as---eommere±ai 

prope~ty--is--eomparable--oniy-to-other-property-assessed-as 

eomme~e±ai-propertyT-and-property--assessed--as--other--than 

eommereiai--property--i~--eomparaete--oniy-to-other-property 

assessed-as-other-than-eommere±al-propertyou 

Seet±on-4o--Seet±on-Y5-6-T4~,-MeA,-±~-amended-to--read~ 

ul5-6-l4%o--eiass--twelve--property------descript±on--~ 

texebte-pereentageo--t±t-e±e~~-ewe±ve-properey-±ne%~de~~ 

tet--a-~ra±i~r-er--~o~±i~--home--tt~ed--a~--a--re~±d~ne~ 

except-when~ 

t±t--he±d--by--a--di~eribtt~or--or-deaier-of-~rat±er~-or 

mob±ie-home~-a~-h±~-~eeeM-±n-~~adet-or 

t±±t-spec±t±ca±±y-±neittded-±n-another-eia~~~ 

tbt--~he-£ir~t-$3S,eee-or-±e~~-of-~he-mark~~-vaitte-of-a 

traiier-or-~obiie-home-H~ed--as--a--re~idence--and--actttafly 

oeettp±ed--£or--at--least--t6--months--a--year-a~-the-pr±mary 

res±dentia%-dwe±±ing-o£-any-per~on-whose-totai--±fteome--from 

ai±--~ettree~--±neittding--otherw±~e--tax-exem~~-±neome-of-all 

types-±s-not-more--than--~le,eee--for--a--singie--person--or 

S±~tSSS-for-a-marr±ed-eottpie7 

t~t--e±ass-~wel~e-property-±~-taxed-as-fo±±ow~~ 
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tat--Property~-described--±n--sttbseetion-tlttat-that-±s 

not-of-the-type-deseribed-in-sttbseetion-tlttbt-±s--taxed--at 

ehe--taxable--pereentaqe--rete--up~,--deseribed-in-iS-6-1347 

3o86% o£-its-mar~et-~a~tte7 

tbt--Property-dese~±bed-±n-s~bs~etion-tlttbt--±~-~taxed 

at--the--taxahTe-~er~enta9e-rate-upu,-de~er~bed-±n-i5-6-~34, 

3o86% o£-±ts-mar~et-va±tl~-mu±t±p±~ed-~y-a-pe~eenta9e--f±9ttre 

b~s~d-on-±neeme-and-determ±ne~-£~om-the-tab~e-e~tabi±shed-in 

snbseet~oft-t~ttbt-of-±S-6-t34~u 

SEE~f6N-3~--SEE~f6N--±S-6-±3S 7-MEA7-f5-AMBNBBB-~6-REAB~ 

uxs-6-i3So--€ias~--~ive--property------de~eript±on----

taxab±e-pereentageo--t±t-€±ass-£±~e-preperty-±ne±tt~es~ 

tat--a±T--property--u~ed-and-owned-by-eooperat±~e-ru~a± 

eieetrie~i--and--cooperat±ve--~~~al--te~epnone--assoe±at±ons 

organ±zed--under--the-±aws-of-Montana,-exeept-property-owned 

by-eooperat±~e-or9an±zat±ons-deser±bed-±n-sttbseet±on--tlttet 

of-±5-6-±31; 

tbt--a±r--and--water--poliut±on--eontrol--eqtt±pment--as 

def±ned-±n-th±~-seeeion~ 

tet--new--±ndustria±--property--as--de~±ned---in---~n±s 

seet±on~ 

tdt--any--personal--or--rea±-property-used-pr±mar±±y-in 

the-pro~tlet~en-of-gasohe~-dtlr±n9-eonstrttetion--and--£or--the 

f±rst-3-years-ef-±ts-ope~at±on~~ 

tet--a±±---±and---and--impro~ements--and--~ll--perso~al 
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propeP~y-ewne~-ey-e-re~eareh-en~-de~e~opment-£irm,--prov~ded 

~ftat--ehe--prope~~y--i~--aetive±y--de¥oted--to--re~eareh-and 

development~ 

tZt--tat-•A±r--and--water--pei±ttt±on--eqtt±pment~--mean~ 

fae±%ities,--maeh±nery,--or--eqnipment--~se0--to--redttee--or 

eontro±-water-or-atmospher±e-poiitttion-or--eontam±nat±on--by 

removin~T---redtte±n~T---aiter±n~,---d±sposin9,---or--storin~ 

politttants,-eontam±nants,-waetesr-or-heat.-~he-department-o£ 

health-and-env±ronmental-se±enees-shai±--determine--i£--sttch 

tttiiization-is-being-made. 

tbt--~he---department---o£---health--and--environmentai 

seienee~~--determi~at±o~--a~--to--a±r--and--wa~e~--poll~~~on 

eq~i~ment--may--he--appea%ed--to--the--board--o£--heal~h-a~d 

environmental-seienee8-and-may-not-he-appea%ed-to--e±ther--a 

eottn~y--tax--appeai--hoard--er--the--~tate-tax-appeal-boardo 

Howeverr-the-appraised-valtte-e£-the-eqtt±pment-as--determ±ned 

by--the--department-o£-reventte-may-~e-appealed-to-the-eettnty 

tax-appea%-board-and-the-state-tax-appeal-boardo 

t3t--uNew-±nd~strial-propertyu-means-any-new-indttetr±al 

plant,-±neittd±n~-land7-btt±ldin~s,-maehinery,--and--£ixtttres7 

ttsee--by--new--±nettstr±es--dttr±ng-the-first-3-years-o£-their 

eperat±en7-~he-preperty-may-net-ha•e--been--assessed--within 

the-state-o£-Montana-prior-te-Jttly-l,-%9617 

t4t--tat-nNew--indttstryn-means-any-persen,-eorperat±on, 

iirm,--partnersftip,--assoeiatienr--or---ether---gre~p---that 
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esta~iishes--a--new--piant-in-Montana-for-the-eperatien-ef-~ 

new--±ndttstria±--endeavor,--as--d±st±n9ttrshed--£rom--a--mere 

expansionr---reor9an±zation,---or---merger--o£--an--existi"~ 

~"dttstry7 

t~t--Hew-iftdttst~y-i"eittde~-oftly-tkose-±ftd~strte~--th~t~ 

tit--menu£a~~ttre,--miii,--mtfte7 --produ~e,--pro~e~~~--er 

£~br±eate-materia%s~ 

t±±t-do-simiiar-workr-emp%oyin9-capi~a±-and--iabor 7 --±n 

wh~eh--mater~e%s--ttnser~±eeab%e--±n--their-natttra%-state-are 

e~traet~d,--proeessedr--or--made--fit---tor---ttse---or---are 

stt~stanttaiiy--eltered-or-treeted-so-as-to-ereate-eommereiai 

prod~cts-or-materiais7-or 

t±i±t-engage---ift---the----meenan~eal----or----ehem±eal 

trans£ormation--o£-materials-or-substanee~-±ftto-new-predttets 

±ft-the-manner-defined-as-mantt£aetur±ng-±n-the-%9T%--Stenderd 

fnd~stria%--€%assi£iea~ion--Manual--prepared--by--tne-ijnited 

States-orriee-o£-management-and-budget~ 

fSt--New-±ndtlstria%-property-does-not-ineittde~ 

tat--property-ttsed-by-retai%--or--whoiesele--merehants7 

eommereial--serviees--e£--any--type7 -a9r±eulturer-tradesr-or 

pro£ess±ons7 

tbt--a--plant--~ftet--w±il--ereate--adYerse--impaet---on 

e~±stin~-steter-eottntyr-or-munietpal-se~v±ee~7-or 

tet--property--ttsed-or-empioyed-in-a~y-±ndttstr±e!-piant 

that-has-been-in-operat±on-in-th±s--etate--£or--3--year~--or 
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longer• 

t6t--€ias~--five--property-±~-taxed-at-3%-of-±t~-mar~et 

valtH!o• 

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, except property owned 

by cooperative organizations described in subsection (l)(c) 

of 15-6-137; 

(b) air and water pollution control equipment as 

defined in this section; 

(c) new 

section: 

industrial property as defined in this 

(d) any personal or real property used primarily in 

the production of gasohol during construction and for the 

first 3 years of its operationoL 

(e) 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 equipment used to 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' 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 to the ce:unty 

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 years of their 

operation. The property may not have been assessed within 

the state of Montana prior to July 1, 1961. 

( 4) 

firm, 

(a) "New industry" means any person, 

partnership, association, or other 

corporation, 

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 1ndustries that: 

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

(ii) do similar work, employing capital and labor, in 

which materials unserviceable in their natural state are 

extracted, processed, or made fit for use or are 

substantially altered or treated so as to create commercial 

products or materials; or 

(iii) engage in the mechanical or 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; 

(bl 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 

longer. 

in this state for 3 years or 

(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 

"corporation" 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 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) Eve~y--eo~per~tie~,-exeept-8~-herein~£ter-provided 

an~-exee~t 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 corporations having income from business 

activity which is taxable bath within and without this 

state, the license fee shall be measured by the 

derived from or attributable to Montana 

net income 

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 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 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 l, 

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!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. ~~e 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 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 ln part l 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. {l) ~here Except_~ 

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 for taxable years 

beginning after December 31, 1970, other than income for any 

period for which the corporation is subject to taxation 

under part l 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 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 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 personal 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 cf the 

security. 
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(3) Pursuant to Article III, section 2, of the 

Multistate Tax Compact, any corporation requi:ed to file a 

return unde~ 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 l/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 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 

to section 1. 

21 NEW SECTION. Section 9. Effective date. This act is 

22 effective July 1, 1987. 

-End-
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