
HOUSE BILL NO. 436 

INTRODUCED BY T. NELSON, KEATING, DRISCOLL, HAGER 

FEBRUARY 3, 1993 

MARCH 6, 1993 

MARCH 8, 1993 

MARCH 9, 1993 

MARCH 10, 1993 

MARCH 11, 1993 

MARCH 12, 1993 

MARCH 13, 1993 

APRIL 5, 1993 

APRIL 8, 1993 

APRIL 12, 1993 

APRIL 14, 1993 

APRIL 15, 1993 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 94; NOES, 4. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON TAXATION. 

FIRST READING, 

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

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 48; NOES, O. 

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 



SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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~ 1--iou.sc BILL 

IN'.MDDUCED BYC ~ 
d~ +/a.:Jer 

NO. </3l. 

~ 
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 definition, application for 

certification, and use of air and water pollution equipment 

eligible for special property tax treatment. 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. 
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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, except property owned 

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

of 15-6-137; 

(b) air and water pollution control equipment as 

defined in this section1 

(CJ 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 personal property 

owned by a research and development firm, provided that the 

property is actively devoted to research and development; 

(fl machinery 

reduction facilities. 

and equipment used in electrolytic 

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

identifiable property, facilities, machinery, ~evices, or 

equipment ased designed, constructed!_ and o_eerated 

exclusive!~ te--rednee--or--eentrei--wa~er--or--a~mospherie 

-2-
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r~dtteing,­

el iminat in.9...t 

destroying, neutralizing, stabilizing, rendering inert, or 

storing, or preventing th~ creation of air or w,ater 

.12:Q.llut?m~s_! which, except for th~ use of the item, would be 

released to the environment po¼¼tttants,---eentaminan~s, 

wastes7--or--fteat. Reduction in pollutants obtained through 

o,eerational technigues without s.e.ecific facilities.t. 

machinery, devices, or equipment is not eligible for 

certification under this section. The-departmen~--ef--hea¼th 

a~d---en•irenaenta¼---seienees---shal½---determine--i£--s~ch 

nei±izaeien-ts-be¼ng-madee 

(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 long as a 

compliance continues. 

(c) The department of health and environmental sciences 

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 identif~ and 

track c0111p_liance __!_I!_ the use of certified air and water 

pollution equipment and report noncomE.!..!_~nce to the 

department of revenue. 

tbtill ~he---department--0£--heaith--and--en•¼ronmentai 

seienees~--determinatien--as--to--air--and--water--pe¼i~tien 

eqttipment-1118y--be--appeaied--to--the--board--o£--heaith--and 

en•i~otmenta¼--seienees--and-aay-not-be-appea¼ed-te-either-a 

eettn~y--tas--appea¼--~ard--er A person may appeal the 

classification and valuation of the property to the state 

tax appeal board. Howe¥er7--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 revenue ■ay-be-appea¼ed-te-the-cottnty--tax 

appea¼---board--and--the--state--taM--appea¼--board 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 years of their 

operation~ The property may not have been assessed within 

the state of Montana prior to July l, 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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from a mere 

an existing 

lb) New industry includes only those industries that: 

ti) 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; 

(iiiJ 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 

States office of management and budget; 

(iv) engage in the transportation, warehousing, or 

distribution of commercial products or materials if 50\ or 

more of an industry 1 s gross sales or receipts are earned 

20 from outside the state; or 

21 (VI earn 50\ or more of their annual gross income from 

22 out-of-state sales. 

23 

24 

(5) New industrial property does not include: 

(a) property used by retail or wholesale merchants, 

25 coanercial aervices of any type, agriculture, trades, or 
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professions unless the business or profession meets the 

requirements of subsection (4J(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 -- ruleaaking. 

(1) [This act) applies to tax years beginning after December 

31, 1993. 

(2) The department of revenue and the department of 

health and environmental sciences may 

under Title 2, chapter 4, prior 

implement [this act), but the rules 

prior to OCtober l, 1993. 

-End-

-6-
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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 HB0436. as 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 weeks each for 1 FTE to resolve. (2(40)/1880=.043 FTE). 
5. Canpliance checks will have to be made on 100 facilities per year. Each check will take an average of 1 hour. 

(100/1880=.053 Fl'E). 
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. 

FISCAL IMPA!:::I: DHES 
FY •~4 FY '9 

E~!ilngit;yr§!!i!: Current Law PrQQQHQ ~w Dit:t:!ilr!iln!;;!il Q,u;:r!ilnt ~ll!! Prooo!i!eQ Law Difference 
FTE 0 .33 .33 0 .16 .16 
Personal Services 0 $13,720 $13,720 0 $6,720 $6,720 
Operating 0 $5.880 $5.880 0 $2.880 $2.880 

Total 0 $19,600 $19,600 0 $9,600 $9,600 

E!.!!!!ling; 
General Fund 0 $19,600 $19,600 0 $9,600 $9,600 

~L Jl>rl1W_ t,i}fd~-2 " ., ':, 

DAVID LEWIS, BUDGET THOMAS E. NELSON, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB043§, as intrcxluced HIJ '/Jt 
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BOIJSE BILL NO. 436 

INTRODUCED BY T. IIELSON, KEATING, DRISCOLL, HAGER 

A BILL FOR All ACT BNTITLED1 "AN AC'l' CLARIFYING THE 

DEFINITION OF AIR AND WATER POLLU'l'IOH EQUIPMENT FOR PROPERTY 

TAX PURPOSES1 PROVIDING RBQUIREIIEN'l'S FOR ROLES GOVERNING THE 

CERTIFICATION OF THE EQUIPMENT; SPECIFYING THE ROLES OF THE 

DEPARTMENT OF REVENIJE AND OF TllE DEPARTMENT OF HEALTH J\JID 

ENVIROIIMEllTAL SCIENCBS IN CLASSIFYING AND VALUING AIR AND 

WATER POLLUTION EQUIPMENT; AIIENDING SECTION 15-6-135, MCA1 

AND PROVIDING AN APPLICABILITY DATE." 

STATBIIEN'l' OF IHTEIIT 

A stat ..... nt of intent is necessary for this bill because 

the aaendaent to 15-6-135 grants rulemaking authority to the 

departaent of revenue and the department of health and 

environmental science■ • 

It is intended that the rules promulgated by the 

departaenta clarify the definition, application for 

certification, and use of air and water pollution equipment 

eligible for special property tax treataent. IT IS FURTHER 

INTENDED THAT THE ROLES CLARIFYING THE·DEFINITION AND USE OP 

AIR J\JID WATER POLLUTION CONTROL. EQUIPMENT ESTABLISH A 

PROCEDURE TO APPORTION THE VALUE OF MULTIPURPOSE EQUIPMENT 

INTO THAT U$ED r<)R_fill()OOCTIO!il_AND 9Tllf:!l PURPOSES AND THAT 
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USED FOR POLL(ITION CONTROL. The rules should provide 

certainty regarding the special tax treat■ent 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 OP THE STATE OF MONTANA: 

Section 1. Section 15-6-135, MCA, is a■ended to read: 

"15-6-135. ciass five property description 

t<Dable 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 llontana, except property owned 

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

of 15-6-1371 

(b) air and water pollution control equipment 

defined in this section1 

as 

(cl new industrial property as defined in this section; 

(d) any personal or real property used pri■arily in the 

production of gasohol during construction and for the first 

3 years of its opeEation; 

(e) all land and i■provements and all personal property 

owned by a research and development firm, provided that the 

property ia actively devoted to research and development; 

(f) 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 identifiable property, facilities, machinery, 

devices, or equii-ent need designed, constructed, and UNDER 

CONSTRUCTION, OR operated eze¼as¼•e¼y ~e-redttee-er-eentre¼ 

water-or--at-pl,er¼e--po¼iut¼on---or--conta■ination--by for 

reaoving, reclae¼"97-a¼ter¼1197 disposing, abating, treating, 

ell■inatin.9.t destro.Y!.!!9.., neutrallzin.9.t stabilizin.9.t 

rendering inert, or storing, or preventing the creation of 

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

itea.1 would De releasec:i co ~he environaent po¼~aeanes7 

cont-inanta7--waatea7--or--heat. Reduction in pollutants 

obtained through operational techniques without specific 

facilities, -chinery, devices, or eguipcent is not eligible 

for certification under this section. ~he--depe•t-nt--of 

hea¼th--and--enYiranaenta¾--aeieneea-sfta¼¼-de~eraine-iE-aaeh 

ati¼iwation-ia-bein,-.. deT 

(bl Requests for certification must be made on forms 

available fro■ the department of revenue. Certification may 

not be granted unless the applicant is in SUBSTANTIAL 

compliance witb all applicable rules, laws, orders, or 

per■it conditions. certification reaaina in effect only fo·r 

as long as~ SOBSTAH'l'IAL campliance continues. 

(c) The departaent of health and environmental sciences 

shall promulgate rules specifying procedures, including 

-3- BB 436 
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tiaefra■es 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 

of health and environmental sciences shall identify and 

track compliance in the use of certified air and water 

pollution eguipaent and report CONTINOOOS ACTS OR PATTERNS 

OF noncompliance AT A FACILITY to the departaent of revenue. 

CASUAL OR ISOLATED IIICIDBNTS OF NOIICOIIPLIANCE AT A FACILITY 

DO NOT AFFECT CERTIFICATION. 

tbtill_ ~he--deper-nt--of--hea¼th--and---environaenta¼ 

ae¼eneea~--de~era¼aa~¼on--as--~o--atr--aftd--wa~er--po¼¼tttion 

8'1lt¼paent--.. y--be--appea¼ed--to--the--looard---of--hea¼th-and 

enw±roftllenta¼-ecienees-and-aay-not-be-appea¼ed-~o--ei~her--a 

c&a:n~y---Ux--appeai--beard--er A person may appeal the 

classification and valuation of the property to the state 

tax appeal board. Howe•ery--the--appra±sed Appeals on the 

property classification must name the department of health 

and envlronaental sciences as the defendant, and appea~s on 

the value of the equipment as-detera¼ned-by--the must name 

the department of revenue may-be-appea¼ed-to-the-eettnty-tax 

appea¼--board--and--the--atate-~ta•--appea¼--board as the 

defendant. 

(3) •New industrial property• means any new industrial 

--t- HB 436 
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plant, including land, buildings, machinery, and fixtures, 

used by n""' industries during the first 3 years of their 

operation. The property aay not have been assessed withi~ 

the state of Montana prior to July l, 1961. 

C4) (a) •New industry" means any person, corporation, 

firm, partnership, association, or other group that 

establishes a new plant in Montana for the operation of a 

new industrial endeavor, as distinguished froa a aere 

Bxpanaion, reorganization, or merger of an existing 

industry. 

(bl Hew industry includes only those industries that: 

Ci) aanufacture, 

fabricate -terials; 

aill, mine, produce, process, or 

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

which aaterials unserviceable in their natural state are 

extracted, processed, or made fit for use or are 

substantially altered or treated so as to create c.-ercial 

products or aaterials; 

( iii ) engage in the mechanical or chemical 

transforaation of aaterials or substances into new products 

in the asnner defined as aanufacturing in the 1987 Standard 

Industrial Classification Manual prepared by the united 

States office of asnagement and budget: 

(iv) engage in the transportation, warehousing, or 

distribution of COOllllarcial products or materials if 501 or 

-5- BB 436 
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more of an industry's.gross sales or ~eceipts are earned 

from outside the state;. or 

(v) earn 50\ or more of their annual gross income frOlll 

out-of-state sales. 

(5) New industrial property does not include: 

(a) property used by retail or wholesale merchants, 

C0111Hrcial services of any type. agriculture. trades, or 

professions unless the business or profession meets the 

requirements of subsection (4)(b)(v): 

(bl a plant that will create adverse impact on existing 

state, county. or aunicipal services; or 

(c) property used or eaployed in any industrial plant 

that has ·been in operation in this state for 3 years or 

longer. 

(6) Class five property is taxed at 31 of its market 

value.• 

NEW SECTION. Section 2. Applicability -==--ruleila!Hng. 
t¼t [This act) applies to tax years beginning after December 

31, ;i,993 1994. 

t2t--~he-deperaaent-o!-rewenae--and--the--depareaent--o! 

hea¼th--and--enwire-nta¼-seienees-1111y-institate-ra¼emaking 

ander-~it¼e-27-ehapter-47--prier--te---eetober--¼7--¼9937--to 

iap¼ement--tthis--aett7--bat--the-ra¼ea-aay-not-be-er!eetive 

prior-to--eetober-¼7-¼993T 

-End-

-6- HB 436 
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BOUSE BILL 110. 436 

INTRODUCED BY T. NELSON, KEATING, DRISCOLL, RAGER 

A BILL FOR All ACT BN'l'ITLBO: "AN ACT CLARIPYIIIG THE 

DEFINITION or AIR AIID WATER POLLOTIOII l!IQUIPMEN'l' FOR PROPERTY 

TAX PURPOSES; PROVIDING Rl!IQUIREMENTS FOR ROLES GOVERNING TBB 

CERTIFICATION OF TBB l!IQUIPMENT; SPECIFYING THE ROLES OF THE 

DEPARTMEll'l' OF REVENtJE AHO OF THE DEPARTllBIIT OF BEALTB AND 

BIIVIRONIIBIITAL·SCIBIICES IN CLASSIFYING AND VALUING AIR AIID 

WATER POLLUTION l!IQUIPIIBIIT: AMENDING SECTION 15-6-135, MCA; 

AND PROVIDING All APPLICABILITY DATE." 

STATEMENT or INTl!ll'l' 

A ■ t■te-nt of intent ia necessary ·for thia bill because 

the .-ndllent to 15-6-135 grants ruleaaking authority to the 

depart-nt of revenue and the department of health and 

enviromaental acience■ • 

It i ■ intended that the rules pr011ulgated by the 

depart-nta clarify the definition, application for 

certification, and use of air and water pollution equipaent 

eligible for special property tax treatment. IT IS FURTHER 

INTENDED THAT THE ROLES CLARIPYING TBE"DEFINITION AIID USE OF 

AIR AIID WATER POLLUTION CONTROL EQUIPIIEN'l' ESTABLISH A 

PROCEDURE TO APPORTION THE VALUE or MOLTIPURPOSE IQUIPMEN'l' 

INTO THAT USED FOR PRODUCTION AND Q'!'IIER PURPOSES AND THAT 
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UjlED FOR l'OLLUTION CON'l'ROL. The rules should provide 

certainty regarding the 

water pollution equipaent 

special tax treataent for air and 

purchasers, affected local 

governaants, and state depart-nts, thus increasing the use 

of air and water pollution equipaent. 

BB IT ENACTED BY THE LEGISLATURE OF TRB STATE OF MONTANA: 

Section 1. Section 15-6-135, MCA, is amended to read: 

"15-6-135. Class five property description 

t,u:able percentage. (l) 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)(b) 

of 15-6-137; 

(b) air and water pollution control equipment 

defined in this section; 

as 

(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 

J years of its operation; 

(e) all land and improvements and all personal property 

owned by a research and development firm, provided that the 

propert·y is actively devoted to research and development; 

(f) machinery and equipment used in electrolytic 

-2- HB 436 
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reduction facilities. 

(21 (a) "Air and water pollution equipment• means !!!!! 

PORTION OF identifiable property, facilities, machinery, 

devices, or equipaent •aed designed, constructed, and UNDER 

CONSTRUCTION, OR operated exe¼~•i•e¼y to-redaee-er-eefttre¼ 

water-or--ataoapherie-~po¼¼ation--er--eont-inat¼on--by for 

reaoving, redae¼n97-a¼ter¼n~y disposing, abating, treating, 

4!l !!l!i na t ! n.9..,_ deatrol'.!.!!9.,_ neutralizin.9..t stabilizin.9..t 

rendering inert, er storing, or preventing the creation of 

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

it-, would be released to the environment pc,¼¼atanta7 

eont-iaantay--waatea7--or--heat. Reduction in pollutanta 

obtained through operational technigues without specific 

facilities, machinery, devices, or eguipaent is not eligible 

for certification under this section. ftle--departaent--ef 

hee¼th--end--en•irenaente¼--seienees-she¼¼-deter■ine-if-saeh 

ati¼iaetien-ia-llein9--deT 

(bl Regueats for certification ■ust be ■ade on for■• 

available from the departaent of revenue. Certification may 

not be granted unleaa the aPplicant ia in SUBSTANTIAL 

compliance with all applicable rules, laws, orders, or 

per■it conditions, Certification re■ains in effect only for 

as long as! SUBSTANTIAL co■pliance continues. 

(cl The depart■ent of health and environ■ental sciences 

shall promulgate rules specifying procedures, including 
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ti-frws for certification application, and definitions 

necessary to identify air and water pollution eguipaent for 

certification and coapliance. The depart-nt of revenue 

shall pr011ul9ate rules pertaining to the valuation of 

gualifyinq air and water pollution eguipment. The depart■ent 

of health and environmental sciences shall identify and 

track compliance in the use of certified air and water 

pollution eguipaent and report CONTINOOUS ACTS OR PATTERNS 

Q!'. noncoapliance AT A FACILITY to the department of revenue. 

CASUAL OR ISOLATED INCIDBNTS OF NONCOHPLIANCE AT A FACILITY 

DO NOT AFFECT CERTIFICATION, 

tbtill ~he--departaeftt--of--hea¼th--and---enYirenaeRta¼ 

seienees~--deteraiftetion--a■--to--eir--end--water--pc,¼¼atien 

~ii:,aent---r-lle--eppee¼ed--to--t~e--boerd--of--hea¼th-end 

enYir-ente¼-seieneea-end-11ey-Rot-be-appee¼ed-to--either--e 

eoanty---tea--appea¼--boerd--or A person ■ay apPeal the 

classification and valuation of the property to the state 

tax appeal board. llewe•er7--the--appre¼sed Appeals on the 

property classification ■ust na■e the depart■ent of health 

and enviroruaental sciences a■ the defendant, and appeals on 

the value of the equip■ent es-deter■ined-by--the must name 

the depart■ent of revsnue 11ey-~-eppee¼ed-to-the-eeant7-tex 

appea¼--boerd--and--the--■t11te--'tea--eppeal--bo11rd as the 

defendant. 

(31 "New industrial property• means any new industrial 
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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 atate of Montana prior to July 1, 1961. 

(41 (a) "New industry• meana 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 ex ls ting 

industry. 

(b) New industry includes only those industries that: 

ti) manufacture, 

fabricate materials; 

mill, mine, produce, process, or 

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

which aaterials unserviceable in their natural state are 

extracted, processed, or made fit for use or are 

substantially altered or treated so as to create cOD111ercial 

producta or materials; 

( ii i ) engage in the mechanical or chemical 

tranaforaation of materials or substances into new products 

in the manner defined as manufactur.ing 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 c011111ercial products or materials if 50\ or 
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more of an industry's- gross sales or receipts are earned 

fr0111 outside the atate;. 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 uaed by retail or wholesale merchants, 

commercial services of any type, agriculture, trades, or 

professions unless the business or profession meets the 

requirements of subsection (4)(b)(v); 

Cb) a plant that will create adverse impac·t on existing 

state, county, or ■unicipal services; or 

(c) property used or employed in any industrial plant 

that has been in operation in this state for 3 year■ or 

longer. 

(61 Class five property is taxed at 31 of its market 

value." 

NEW SECTION. Section 2. Applicability -==--ruleiliai1ng. 

tit [Thia act) applie■ to tax years beginning after December 

31, ¼993 1994. 

tit--9he-depert■eftt-ef-re¥eftne--and--the--department--of 

hea½th--and--enwironaenta¼-eeienees-■ay-ins~itaee-ra!emak¼ng 

nnder-9itie-i7-ehapter-47--prior--te--eetol,er--t7--t9937--te 

impiemeftt--tthia--aett7--~nt--the-rn¼es-lB8y-net-be-effeeti•e 

prier-te-8eteber-t7-t993T 

-End-
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SENATE STANDING COMMITTEE REPORT 

!o!R. PRESIDENT: 

Page 1 of 2 
April S, 1993 

We, your committee on Taxation having had under consideration 
Bouse Bill No. 436 (third reading copy -- blue), respectfully 
report that Bouse Bill No. 436 be amended as follows and as so 
amended be concurred in. 

That such amendments read: 

l. Page 4, lines 16 and 17. 
Following: "the" on line 16 
Insert: 11 certification," 

Signed: 
Sen' 

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

2. Page 4, line 19. 
Strike: "classification" 
Insert: "certlf1cat1on" 

3. Page 4, line 20. 
Strike: "defendant" 
Insert: "respondent• 

4. Page 4, line 21. 
Strike: "value• 
Insert: "classification or valuation" 

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

6. Page 6, line 17. 
Following: "x alemaking .. 
Insert: •-- rulemaking" 

7. Page 6, line 18. 
Following: "ttt" 
Insert: "(1)" 

8. Page 6, line 19. 
Strike: "1994" 
Insert: "1993 11 

.,/[/,i,,.d. Coo rd. Towe 

~Sec.of Senate Senator CarryTng B111 761306SC.San 

9. Page 6, line 25. 
Following: line 24 

Page 2 of 2 
April 5, 1993 

Insert: "(2) The department of revenue and the department of 
health and envi-ronmental sciences may institute rulemaking 
under Title 2, chapter 4, prior to October l, 1993, to 

-implement (this act], but the rules may not be effective 
prior to October 1, 1993." 

-END-

SENATE 

H l3 '131, 
76l306SC. San 
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HOUSE BILL NO. 436 

INTRODUCED BY T. NELSON, KEATING, DRISCOLL, HAGER 

A BILL FOR AN ACT ENTITLED: "AN ACT CLAR I FYI NG 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 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 T~T USED FOR PRODUCTION AND OTHER PURPOSES AND THAT 

~-OJ <<u•>'M ._ (Ou<K• 
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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 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 described in subsection (l)(b) 

of 15-6-137; 

(b) air and water pollution control equipment 

defined in this section; 

a.;;; 

(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 firs~ 

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; 

(f) machinery and equipment used in electrolytic 
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reduction facilities~ 

(2) (a) 11 Air and water pollution equipment" means ~ 

PORTION OF identifiable property, facilities, machinery, 

devices, or equipment ased designed, constructed, and UNDER 

CONSTRUCTION, OR operated exe¼nsive±y ~e-reduee-or-eontro¼ 

water-er--atmospherie--pe¼¼ution--or--eontamination--by for 

removing, redue¼ng7-a¼tering, disposing, abating, treating, 

elimina!:i~9...r destroying, neutraljz!..!!9...r stabi l izin.9., 

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 po¼¼atants, 

eontam¼nants7--wastes,--er--h~at. Reduction in pollutants 

obtained through operational techniques without specific 

facilities, machinery, devices, or equipment is not eligible 

for certification under this section. ~he--department--of 

hea¼th--aftd--en•irenmenta¼--aeienees-sho¼¼-determine-if-~tteh 

tt~¼¼¼ea~ion-is-being-madeT 

(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 ~UBSTANTIAL 

compliance with all applicable rules, laws, orders, or 

permit conditions. Certification remains in effect only for 

as lon~ ~ SUBSTANTIAL compliance continues. 

(c) The department of health and environmental sciences 

shall promulgate rules specifying procedures, including 
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timeframes for certification application, and detinitions 

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 

of health and environmental sciences shall identify and 

track compliance 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. 

tbti£1 ~he--d~pa?~menC--0£--hea±th--and---environmentai 

seieneesi--de~ermina~ieft--as--te--a¼r--and--water--pe¼¼~tion 

eqaipment--may--be--appea¼ed--to--the--board--or--heatth-aftd 

enyirenmenta¼-eeieneea-and-fflt.ty-not-be-appea¼ed-te--either--a 

eoanty---tax--appeat--board--or A person may appeal the 

CERTIFICATION, classification, and valuation of the property 

to the state tax appeal board. Hewe•er,--th~--appraised 

Appeals on the property e¼assifieatioft CERTIFICATION must 

name the department of health and environmental sciences as 

~ dereftdant RESPONDENT, and appeals on the Yaitte 

CLASSIFICATION OR VALUATION of the equipment as--determined 

by--the must name the department of revenue may-be-appealed 

to-the-eoanty-tax-appea¼-board--and--the--state--ta~--appeai 

board~ dereftdant RESPONDENT. 
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(3) "New industrial property" means any new i11dustrial 

plant, including land, buildings, machinery, and fixture~, 

used by new industries during the first 3 years of their 

operation. The property may not have been assessed within 

the state of Montana prior to July 1, 1961. 

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

firm, partnership, association, or other group that 

establishes a new plant in Montana for the operation of a 

new industrial endeavor, as distinguished from a mere 

expansion, reorganization, or merger of an existing 

industry. 

(b) New industry includes only those industries that, 

(i) manufacture, 

fabricate materials; 

mill, mine, produce, process, or 

(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 

States office of management and budget: 

(iv) engage in the transportation, warehousing, or 

-5- HB 436 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0436/03 

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. 

(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 business 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. 

RULEMAKING. t¼t 
Section 2. 
ill [This 

Applicability-~~-rUiemaKIIlg_:­

act] applies to tax years 

beginning after Decembe, 31, ¼993 ¼994 1993. 

tit--~he--department--ot--re¥entte--and-the-department-ot 

hea¼~h-and-environmenta¼-seienees-rnay--inetitttte--ra±emaking 

cnder--~it¼e--i 7 --eftapter--47 --prior--to-8etober-l7 -¼993,-to 

imp¼ement-tthia-aett7 -bat-the-raies--may--not--be--e££eetive 

prior-to-eetober-¼7-¼9937 
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( 2) THE DEPARTMENT OF REVENUE AND THE DEPARTMEN'l' 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 OCTO~_l 1 1993. 

-End-
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