HOUSE BILL NO. 436

INTRODUCED BY T. NELSON, KEATING, DRISCOLL, HAGER

IN THE HOUSE

FEBRUARY 3, 1993 INTRODUCED AND REFERRED TO COMMITTEE
ON TAXATION,

FIRST READING.

MARCH 6, 1993 COMMITTEE RECOMMEND BILL
DO PASS AS AMENDED. REPORT ADOPTED.
MARCH 8, 1993 PRINTING REPORT.
MARCH 9, 1993 SECOND READING, DO PASS.
MARCH 10, 19593 ENGROSSING REPORT.
MARCH 11, 1993 THIRD READING, PASSED.

AYES, 94; NOES, 4.

MARCH 12, 1993 TRANSMITTED TO SENATE.

IN THE SENATE

MARCH 13, 1993 INTRODUCED AND REFERRED TO COMMITTEE.
ON TAXATION.

FIRST READING.

APRIL 5, 1993 COMMITTEE RECOMMEND BILL BE
CONCURRED IN AS AMENDED. REPORT
ADOPTED.

APRIL B, 1993 SECOND READING, CONCURRED IN.

APRIL 12, 1993 THIRD READING, CONCURRED IN.

AYES, 48; NOES, 0.
RETURNED TO HOUSE WITH AMENDMENTS.
IN THE HOUSE

APRIL 14, 1993 SECOND READING, AMENDMENTS
CONCURRED IN.

APRIL 15, 1993 THIRD READING, AMENDMENTS
CONCURRED IN.



SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.
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Momc BiLL No. _ Y30

hecst! Hager
A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE
DEFINITION OF AIR AND WATER POLLUTION EQUIPMENT FOR PROPERTY
TAX PURPOSES; PROVIDING REQUIREMENTS FOR RULES GOVERNING THE
CERTIFICATION OF THE EQUIPMENT; SPECIFYING THE ROLES OF THE
DEPARTMENT OF REVENUE AND OF THE DEPARTMENT OF HEALTH AND
ENVIRONMENTAL SCIENCES IN CLASSIFYING AND VALUING AIR AND
WATER POLLUTION EQUIPMENT; AMENDING SECTION 15-6-135, MCA;

AND PROVIDING AN APPLICABILITY DATE."

STATEMENT OF INTENT

A statement of intent is necessary for this bill because
the amendment to 15-6-135 grants rulemaking authority to the
department of revenue and the department of health and
environmental sciences.

It is intended that the rules promulgated by the
departments clarify the definiticn, application for
certification, and use of air and water pollution eguipment
eligible for special property tax treatment. The rules
should provide certainty regarding the special tax treatment
for air and water pollution eguipment opurchasers, affected
local governments, and state departments, thus increasing

the use of air and water pollution equipment.
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BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. 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, excépt property owned
by c¢ooperative organizations described in subsection (1)(b)
of 15-6-137;

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

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

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

(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;

(£} machinery and equipment wused in electrolytic
reduction facllities.

(2) (a) "Air and water pollution equipment" means

identifiable property, facilities, machinery, devices, or

equipment ased designed, constructed, and operated

exclusively to--reduce--or--controi--water--¢r--atmoapheric
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peiiution--or--contamination-—-by for removing, reducings

alteringry disposing, abating, treating, eliminating,

destroying, neutralizing, stabilizing, rendering inert, or

storing, or preventing the creation of air or water

pollutants, which, except for the use of the item, would be

released to the environment polintants;---¢sntaminants;

wasteay;-—-or——heat, Reduction in pollutants cbtained through

operational technigues without specific facilities,

machinery, devices, or equipment is not eligible for

gertification under this secticn. The-deparement--of-—-healith

and-—-envirsamental---setences——-shati---determine-—-i¢£-——sneh
peitteacion—ts-perng-madex

(b) Requests for certification must be made on forms

available from the department of revenue. Certification may

not be granted unless the applicant is in compliance with

all applicable rules, laws, orders, or permit conditions.

Certification remains in effect only for as 1long as a

compliance continues.

{c) The department of health and environmental sclences

shall promulgate rules specifying procedures, including

timeframes for certification application, and definitions

necessary to identify air and water pollution equipment for

certification and compliance. The department of revenue

shall promulgate rules pertaining to the valuation of

qualifying air and water pollution equipment. The department
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of health and environmental sciences shall identify and

track compliance in the use of certified ajir and water

peliution equipment and report noncompliance to the

department of revenue.

tby(d} The--~department--of--heatlth--and--environmentai
sciencesti--determination-—-as--to—-air--and--water—--potiution
equipment-may——be-—appealed--to--the-~beard--ef--heatth-—-and
environmentai--seiences-—and-may-not-be-appeated-to-either-a

county-—-tax——appeat--board--or A person may appeal the

classification and valuation of the property to the state

tax appeal board. Howevery--the--mppraised Appeals on the

property classification must name the department of health

and environmental sciences as the defendant, and appeals on

the value of the equipment as-determined-by-the must name
the department of revenue may-be-appeated-to-the-county-—tax
appeat---board--and--che--state--tax--appeat--beard as the
defendant.

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

(4) {(a) "New industry"” means any person, corporation,
firm, partnership, association, or other group that

establishes a new plant in Montana for the operation of a

-4~
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new industrial endeavor, as distingquished from a mere
expansion, reorganization, or merger of an existing
industry.

{b) New industry includes only those industries that:

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

{(iii) engage in the mechanical or chemical
transformation of materials or subsatances into new products
in the manner defined as manufacturing in the 1987 Standard
Industrial Classification Manual prepared by the United
States office of management and budget;

{iv) engage in the transportation, warehousing, or
distribution of commercial products or materials if S0% or
more of an industry's gross sales or receipts are earned
from outside the state; or

{v) earn S0V or more of their annual gross income from
cut-of-state sales.

[S) New industrial property does not include:

(a) property used by retail or wholesale merchants,

commercial services of any type, agriculture, trades. or
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professions unless the business or profession meets the
reguirements of subsection (4)(b)(v);

(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."

NEW SECTION. Section 2. applicability —- rulemaking.
{1) (This act) applies to tax years beginning after December
31, 1993.

{2) The department ocf revenue and the department of
health and environmental sciences may institute rulemaking
under Title 2, chapter 4, prior to October 1, 1993, to
implement [this act], but the rules may not be effective

prior to October 1, 1993,

-End~



STATE OF MONTANA - FISCAL NOTE
Form BD-15%
In compliance with a written request, there is hereby submitted a Fiscal Note for HB0436, ag introduced.

DESCRIPTION OF PROPOSED LEGISLATION:

An act clarifying the definition of air and water pollution control equipment for property tax purposes; providing
requirements for rules governing the certification of the equipment; specifying the roles of the Department of Revenue and
of the Department of Health and Environmental Sciences (DHES) in classifying and valuing air and water pollution control
equipment; reviewing compliance with applicable standards as a condition of maintaining the certification.

ASSUMPTIONS :
1. DHES will receive approximately 15 new applications per year for consideration.
2. Each review takes 8 hours per application to determine the portion exclusively for water pollution control.
8(15) /1880=.064 FTE.
3. Rule development takes 2 months for 1 FTE in first year. (2/12=.167 FTE).
4, One appeal will be received per year. Appeals will take 2 weekse each for 1 FTE to resolve. (2{40) /1880=.043 FTE).
S. Compliance checks will have tc be made on 100 facilities per year. Each check will take an average of 1 hour.
{100/1880=.053 FTE).
6. A grade 15 engineer will be required to do the work at .33 FTE in FY94 and .16 FTE in FY95 and succeeding years.
7. The Department of Revenue projects a positive but unpredictable impact on future property tax revenues.
FISCAIL, IMPACT: DHES
FY ‘94 FY ’95
Expenditures: Current Law Propogsed Law Difference Current Law Pr. ed Law Difference
FTE 0 .33 .33 0 .16 .16
Personal Services 0 $13,720 $13,720 0 36,720 86,720
Operating 0 _S55,B80 $5,880 0 $2.,880 $2,880
Total a $19,600 $19,600 0 $9,600 $9,600
ing:
General Fund 0 $19,600 $19,600 0 $9,600 $9,600

My 210 5

THOMAS E. NELSON, PRIMARY SPONSOR DATE

/)
e 2 9- 2’3 \(ijé}mmél’}

DAVID LEWIS, BUDGET DIRECTOR DA
Office of Budget and Program Planning

Fiscal Note for 4 introduced HB YJ‘
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APPROVED BY COMMITTEE
ON TAXATION

HOUSE BILL NO. 436
INTRODUCED BY T. NELSON, KEATING, DRISCOLL, HAGER

A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE
DEFINITION OF AIR AND WATER POLLUTION EQUIPMENT FOR PROPERTY
TAX PURPOSES; PROVIDING REQUIREMERTS FOR RULES GOVERNING THE
CERTIFICATION OF THE EQUIPMENT; SPECIFYING THE ROLES OF THE
DEPARTMENT OF REVENUE AND OF THE DEPARTMENT OF HEALTH AND
ENVIRONMENTAL SCIENCES IN CLASSIFYING AND VALUING AIR AND
WATER POLLUTION EQUIPMENT; AMENDING SECTION 15-6-135, MCA;
AND PROVIDING AR APPLICABILITY DATE."

STATEMENT OF INTENT
A statement of intent is necessary for this bill because
the amendment to 15-6-135 grants rulemaking authority to the
department of revenue and the department of health and
environmental sciences.
It is intended that the rules promulgated by the
departmentsa clarify the definition, application for

certification, and use of air and water pollution equipment

eligible for special property tax treatment. IT IS FURTHER -

INTENDED THAT THE RULES CLARIFYING THE- DEFINITION AND USE OF

AIR AND WATER POLLUTION CONTROL EQUIPMENT ESTABLISH A

PROCEDURE TO APPORTION THE VALUE OF MULTIPURPOSE EQUIPMENT

INTO TEBAT USED FOR PRODUCTION AND OTHER PURPOSES AND THAT
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USED FOR POLLUTIOM CONTROL. The rules should provide

certainty regarding the special tax treatment Ffor air and
water pollution equipment purchasers, affected local
governments, and atate departments, thus increasing the use

of air and water pollution equipment.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. 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 descrihéd in subsection {1)(b}
of 15-6-137;

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

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

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

(e) all land and improvements and all perscnal property
owned by a research and development firm, provided that the
property ia actively devoted to research and development;

(f) machinery and equipment uged in electrolytic

-2~ HB 436
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reduction facilities.
{2) (a) "Ailr and water pollution equipment" means THAT

PORTION OF identifiable property, facllities, machinery,

devicea, or egquipment wsed designed, conatructed, and UNDER

CONSTRUCTION, OR operated exeilusively to-reduce-eor-contrel

water—or——atmospheric——-potiution——or-—contamination——by for

removing, reducingy-aiteringy disposing, abating, treating,

eliminating, destroying, neutralizing, stabilizing,

rendering inert, or storing,lor preventing the creation of

air or water pollutants, which, except for the use of the

item, would De reieased to the environment poiintantazy

contaninantay--wastesy-—-or--heat. Reduction in pollutants

obtained through operational techniques without apecific

facilitiea, machinery, devices, or equipment is not eligible
for certification under this section. Pfhe--deparement—-of

heaith--gnd--environmentai--sciences—-shati-deternine-if-such
utitization-is-being-madex

(b) Requests for certification must be made on forms
available from the department of revenue. Certification may

not be granted unless the applicant is in SUBSTANTIAL

compliance with all applicable rules, laws, orders, or"

permit conditions. Certification remains in effect only for

as long as a SUBSTANTIAL compliance continuea.

{c) The department of health and environmental aciences

shall promulgate rules specifying procedures, including

-3- HR 436
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timeframes for certification application, and definitions

hecessary to identify air and water pollution equipment for

certification and compliance. The department of revenue

shall promulgate rules pertaining to the valuation of

qualifying air and water pollution equipment. The department

of health and environmental aciences shall identify and

track compliance in the use of certified air and water

pellution equipment and report CONTINUOUS ACTS OR PATTERNS

OF noncompiiance AT A PACILITY to the department of revenue.

CASUAL OR ISOLATED INCIDENTS OF NONCOMPLIANCE AT A FACILITY
DO NOT AFFECT CERTIFICATION.

fpflgl Phe——departaent--of—-heaith-—and——-envivonmentai
seiencea*-—daterninntion——as—*he—-air--aﬁd—-wnter——peiiutton
equipnent—--ay--be--appesiea—~to-—bhe--bonrd--oi——hea&th-and
envéronnentai-acienees—and—nay-noh-he-appeaied-to——eéther—-a

county-—-tax——-appeal--board-—or A person may appeal the

clasgification and valuation of the property to the state

tax appeal board. Howevery—-the--appraised Appeals on the

property classification must name the department of health

and environmental sciences as the defendant, and appeals on

the value of the equipment as-deterained-by——ethe must name
the department of revenue may-be-appeated-to-the-county—tax.
appeai--board--and--the--state--taw--appeai--besard as the

defendant.

(3) “New industrial property” means any new industrial

et ‘ HB 436
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plant, including land, buildings, machinery, and fixtures,
ugsed 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, 196l1.

{4) (a) "New industry” means any person, corparation,
firm, partnership, associaticn, or other group that
establishes a new plant in Montana for the coperation of a
new industrial endeavor, as distinguished from a mere
expansion, reorganization, or wmerger of an existing
industry. ‘

{(b) Rew industry includes only those industries that:

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

{(ii) 4o similar work, employing capital and Iliazbkor, in
which materials unserviceable in their natural state are
extracted, processed, or made £fit for use or are
substantially altered or treated s as to create coamercial
products or materials;

(iii) engage in the mechanical or chemical
Eranstor-ation of materials or substances into new products
in the manner defined as manufacturing in the 1987 Standard
Industrial Classification Manual prepared by the United
States office of management and budget;

(iv) engage in the transportation, warehousing, or

distribution of commercial products or materials if 50% or

-5- HB 436
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more of an industry's gross sales or receipts are earned
from outside the state;. or

(v) earn 50% or more of their annual gross income from
out-of-state sales.

{5} New industrial property does not include:

{a) property used by retail or wholesale marchants,
commercial services of any type, agriculture, trades, or
professions unless the business or profession meets the
tequirements of subsection {4)(b)(v);

(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.”®

NEW SECTION. Section 2. applicability TITTTTulemaking.
t¥) [This act] applies to tax years beginning after December
31, 1993 1994.

t21-*!he-dep¢rtﬂcnt-oi-tevenue-—and—-the-“deparbnene——of
hea1bh--and--eav§een-entu1—seienees—nuy-institute—ruiennhing
unda:-!itie—iy-ehnpter-47—vprief-—EQ—-eetober--iy—-19931--to
inpienent——fthis—-aet+7—-but——the-rulau-lay-net—be—efieetive
prior-to-oeteber-1y-19937 '

- ~End—

-6~ HB 436
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BOUSE BILL NO, 436

INTRODUCED BY T. NELSON, KEATING, DRISCOLL, HAGER

A BILL POR AN ACT ENTITLED: “AN ACT CLARIFYING THE
DEFINITION OF AIR AND WATER POLLUTION EQUIPMENT FOR PROPERTY
TAX PURPOSES; PROVIDING REQUIREMENTS FOR RULES GOVERNING THE
CERTIFICATION OF THE EQUIPMENT; SPECIFYING TBE ROLES OF THE
DEPARTMENT OF REVENUE AND OF THE DEPARTMENT OF HEALTH AND
ENVIRONMENTAL . SCIENCES IN CLASSIFYING AND VALUINGV AIR AND
WATER POLLUTION EQUIPMENT; AMENDING SECTION 15-6-135, MCA;

AND PROVIDING AN APPLICABILITY DATE."

STATEMENT OF INTENT

A statement of intent is necessary -for this bill because
the amendment to 15-6-135 grants rulemaking authority to the
department of revenue and the department of health and
environmental sciences.

It is intended that the rules proaulgated by the
departments clarify the definition, application for
certification, and use of air and water pollution eguipment
eligible for special property tax treatment. IT 1S FURTHER
}E_BNDED THA'!'V THE RULES CLARIPYING THE: DEFINITION AND USE OF

AIR AND WATER POLLUTION CONTROL EQUIPMENT ESTABLISH A

PROCEDURE TO APPORTION THE VALUE OF MULTIPURPOSE EQUIPMENT

INTO THAT USED FOR PRODUCTION AND OTHER PURPOSES AND THAT
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USED FOR POLLUTION CONTROL. The rules should provide

certainty regarding the special tax treatment for air and
water pollution equipment purchasers, affected local
governments, and state departments, thus increasing the use

of air and water pollution equipment.

BE IT ENACTED BY THE LEGISLATURE OQF THE STATE OF MONTANA:
Section 1. Ssection 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 asscciations
organized under the laws of Montana, except property owned
by cooperative organizations described in aubsection (1)(b)
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 ies operation;

(e) all land and improvementa and all personal property
owned by a research and development firm, provided that the
property is actively devoted to research and development;

(£) machinery and equipment used in electrolytic

-2- HB 436
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reduction facilities.
(2) (a) “"Air and water pollution equipment” means THAT
PORTION OF jidentifiable property, facilities, machinery,

devices, or equipment used designed, constructed, and UNDER

CONSTRUCTION, OCOR operated exelusively to-reduce—or—control

water—or-—ataoapherie--poiintion--ar--cantamination--by for

removing, reducingy-aiteringy disposing, abating, treating,

eliminating, destroying, neutralizing, stabilizing,

rendering inert, eor storing{ or preventing the creation of

air or water poliutants, which, except for the use of the

item, would be released toc the environment poilintantsry

contaninantsy--wastes;--or-~heat. Reducticn in pollutants

obtained through operational technigues without specific

facilities, machinery, devices, or equipment is not eligible

for certification under this section. The--department-—-of

heatth-—and-—environmentai--sciences-shaii-deternine-if-such
uveiltisation-is—being-mades '

{b) Requests for certification must be made on forms

available from the department of revenue. Certification may

not he granted unless the applicant is in SUBSTANTIAL

comprliance wikh all applicable rules, laws, orderq. or

permit conditions. Certification resains in effect only for

as long as a SUBSTANTIAL compliance continues.
{c} The department of health and environmental sciences

shall promulgate rules specifying procedures, including

-3- HB 436
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timeframes for certification application, and definitions

hecessary to identify air and water pollutian equipment for

certification and compliance. The department of revenue

shall promulgate rules pertaining to the valuation of

qualifying air and water pollution equipment.. The department

of health and environmental sciences shall identify and

track conpliance_ in the use of certified air and water

. pollution equipment and report CONTINUOUS ACTS OR PATTERNS

OF noncompliance AT A FACILITY to the department of revenue.

CASUAL OR ISOLATED INCIDENTS OF NONCOMPLIANCE AT A FACILITY
DO NOT AFFECT CERTIFICATION.,

tbi(d) The--department—-of-—heaith--and---environmental
oeieneeu*vﬁdeeeruinatien--ns-—ee--aif--and—-waEer—-peiiution
eqnip-ent~*-ny—-be--¢ppe-ied—-te—-the—-board—-ui--health-end
enviren-entni*aeieneesrand-nay-net-be-appeaied—to--eiehee-—a

esunty---tax--appeal--board--or A person may appeal the

classification and valuation of the Property to the state

tax appeal board. Hewevery--the—-appraised Appeals on _the

property classification must name the department of health

and environmental sciences as the defendant, and appeals on

the value of the equipment as-determined-by-—~¢the must name
the department of resvenue may-be-appeaied-to-the-county-tax
appeai--board--and--the--state-—tax--appeai--beard as the

{3} "New industrial property" means any new industrial

-4- HB 436
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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 astate of Montana prior to July 1, 1961.

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

{b)} New industry includes only those industries that:

(1) manufacture, mill, mine, produce, proceéa. or
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;

{iii) engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1987 Standard
Industrial 'Classification Manual prepared by the United
Btates office of management and budget;

{iv) engage in the transportation, warehousing, or

distribution of commercial products or materials if S0V or

-5- HB 436

LI B T Y I L

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

HB 0436/02

more of an industry's gross sales or receipts are earned

from cutside the state; or

(v) earn 50% or more of their annual gross income from
out-of-gstate sales,

{5) New industrial property does not include:

{a) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or
professions unless the businesp or profession meets the
requirements of subsection (4)(b){v):

(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.”

NEW_SECTION. Section 2. Applicability ~==""TulémaKking.
t%} [This act] applies to tax years beginning after December
31, 3993 1994,

t2)-—The-departnent-of-revenue——and--the--departmene--of
heaith-~and—-envirenlentai-acienees~uay—institute—ruieuakinq
under-Pitie-27—chapter-47--prior--to--8eteber--tr—-19335--to
tmplement—-f{ehis——act}r--but--the-rules-may-not-be-effective
prior-to-October-17y-1993;

~ =End-
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MR . PRESIDENT:
We, your committee on Taxation having had under consideration
House Bill No. 436 (third reading copy -— blue), respectfully
repert that House Bill No. 436 be amended as follows and as so
amended be cancurred in.

9. Page 6, line 25.

Following: line 24

Insert: "(2) The department of revenue and the department of
health and environmental sciences may institute rulemaking
under Title 2, chapter 4, prior to Qctober 1, 1993, to
.implement [(this act], but the rules may not be effective
prior to October 1, 1993."

. -END-

That such amendments read:

1. Page 4, lines 16 and 17.

Following: "the" on line 16

Insert: “certification,"

Following: "classification® on line 17
Insert: ","

2. Page 4, line 19.
Strike: "classification"

Ingert: "certification”

3. Page 4, line 20.
Strike: "defendant"
Insert: "“réspondent”

4. Page 4, line 21.
Strike: "value”
Insert: "classification or valuaticn"

5. Page 4, line 24.
Strike: "defendant”
Insert: "respondent”

6. Page 6, line 17.
Following: "rutremakimg"
Insert: "-- rulemaking”

7. Page 6, line 18,
Following: "+3¥"
Insert: “(1)"

B. Page 6, line 19.

Strike: "1994"
Ingert: *1993"
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HOUSE BILL NO. 436

INTRODUCED BY T. NELSON, KEATING, DRISCOLL, HAGER

A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THE
DEFINITION OF AIR AND WATER POLLUTION EQUIPMENT FOR PROPERTY
TAX PURPOSES; PROVIDING REQUIREMENTS FOR RULES GOVERNING THE
CERTIFICATION OF THE EQUIPMENT; SPECIFYING THE ROLES OF THE
DEPARTMENT OF REVENUE AND OF THE DEPARTMENT OF HEALTH AND
ENVIRONMENTAL SCIENCES IN CLASSIFYING AND VALUING AIR AND
WATER POLLUTION EQUIPMENT; AMENDING SECTION 15-6-135, MCA:;

AND FROVIDING AN APPLICABILITY DATE."

STATEMENT OF INTENT

A gtatement of intent is necessary for this bill because
the amendment to 15-6-135 grants rulemaking authority to the
department of revenue and the department of health and
environmental sciences.

It 1is intended that the rules promulgated by the
departments clarify the definition, application for
certification, and use of air and water pollution equipment
eligible for special property tax treatment., IT IS FURTHER

INTENDED THAT THE RULES CLARIFYING THE DEFINITION AND USE OF

AIR AND WATER POLLUTION CONTROL EQUIPMENT ESTABLISH A

PROCEDURE TO APPORTION THE VALUE OF MULTIPURPOSE EQUIPMENT

INTO THAT WUSED FOR PRODUCTION AND OTHER PURPOSES AND THAT
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USED_FOR POLLUTION CONTROL. The rules should provide

certainty regarding the special tax treatment for air and
water pollution equipment purchasers, affected lacal
governments, and state departments, thus increasing the use

of air and water pollution equipment.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MGNTANA:
Section 1. 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 {1)(b)
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;

(e} all land and improvements and all perscnal property
owned by a research and development firm, provided that the
property is actively devoted to research and development;

(f) machinery and equipment used in electrolytic

-2- HB 436
REFERENCE BILL

AS AMENDED
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reduction facilities.
{2) (a) "Air and water pollution equipment" means THAT

PORTION OF identifiable property, facilities, machinery,

devices, or equipment used designed, constructed, and UNDER

CONSTRUCTION, OR operated exciusiveiy to-reduce-or-conetroi

water-er--atmospherie--potiution--or-——contaminatisn——by [or

removing, reducingr-alteringy disposing, abating, treating,

eliminating, degtroying, neutralizing, stabilizing,

rendering inert, or storing, or preventing the creation of

air or water pollutants, which, except for the use of the

item, would be released toc the envitonment poltutantsy

eantaminants;——wastesy——or--heae. Reduction in pollutants

obtained through operational techniques without specific

facilities, machinery, devices, or equipment is not eligible

for certification under this sectlon. The--department—-of

heatth--and--eavirenmental--sciences-shati-determine-if-suoch
gtilization-ts-being-mades

{b) Requests for certification must be made on forms

available from the department of revenue. Certification may

not be gqranted unless the applicant is in SUBSTANTIAL

compliance with all applicable rules, laws, orders, or

permit conditions. Certification remains in effect only fot

as long as a SUBSTANTIAL compliance continues.

{c) The department of health and environmental sciences

shall promulgate rules specifying procedures, including
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timeframes Efor certification application, and definitions

necessary to identify air and water pollution equipment for

certification and compliance. The department of revenue

shall promulgate rules pertaining to the wvaluation of

qualifying air and water pollution equipment. The department

of health and environmental sciences shall identify and

track compliance in the use of certified air and water

pollution eguipment and report CONTINUQUS ACTS O©OR PATTERNS

OF noncompliance AT A FACILITY to the department of revenue.

CASUAL OR ISOLATED INCIDENTS OF NONCOMPLIANCE AT A FACILITY

DO NOT AFFECT CERTIFICATION.

+hi{d) She--department—-of--heatth--and-—-environmentai
sciencesi--determination--as—-to--atr--and--water--poitution
eguipment--may-—be--appeated--teo--the--board--of--heatth-and
environmentai-sciences-and-may-not-be-appeaied-te--either--a

county--—tax—-appeai--board--or A person may appeal the

CERTIFICATION, classification, and valuation of the property

to the state tax appeal board. Heweverj;-—the--appraised

Appeals on the property ciassification CERTIFICATION must

name the department of health and environmental sciences as

the defandant RESPONDENT, and appeals on the vatue

CLASSIFICATION OR VALUATION of the equipment as--determined

by-—-the must name the department of revenue may-be-appeated
to-the-county-tax-appeal-board--and--the--state--tax—-appeat

board as the defendant RESPONDENT.

~4- HB 436
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(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) (a) "New industry" means any person, corporation,
firm, partnership, association, or other group that
establishes a new plant in Montana for the operation of a
new industrial endeaveor, as distinguished from a mere
expansion, reorganization, or merger of an existing
industry.

(b) New industry includes only those industries Lhat:

{i) wmanufacture, mill, mine, produce, process, or
fabricate materials;

(ii) deo similar work, employing capital and labor, 1in
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;

{iii) engage in the mechanical or chemical
transformation of materials or substances intoc new products
in the manner defined as manufacturing in the 1987 Standard
Industrial Classification Manual prepared by the United

States office of management and budget;

(iv) engage in the transportation, warehousing, or
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distribution of commercial products or materials if 50% or
more of an industry's gross sales or receipts are earned
from outside the state; or

(v) earn 50% or more of their annual gross income from
out-of-state sales.

(S5) New industrial property does not include:

{a) property used by retail or wholesale merchants,
commercial services of any Ltype, agriculture, trades, or
professions unless the business or profession meeta the
reguirements of subsection (4)(b)(v);

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

(¢) 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."

NEW SECTION. Section 2. Applicability == TGl&making_--
RULEMAKING. +t%y (1) [This act] applies to tax Years
beginning after December 31, %993 3994 1991.

t2)--Fhe--department--of~-revenue--and-the-department—of
heatch-and-environmentai-sciences-may--institute—-rutemaking
ande¢--Pitie--2;--chapter--47--prior--+te-8ctober-17;-19337-to
tmpiement-ftehis-aceir-but-the-ruies--may——not--be--effective

prior-to-8ctober-17-1993%
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{2) THE DEPARTMENT OF REVENUE AND THE DEPARTMENY OF

HEALTH AND ENVIRONMENTAL SCIENCES MAY INSTITUTE RULEMAKTNG

UNDER TITLE 2, CHAPTER 4, PRIOR TO OCTOBER 1, 1993, TO

IMPLEMENT [THIS ACT], BUT THE RULES MAY NOT BE EFFECTIVE

PRIOR TO OCTOBER 1, 1993.

-End-
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