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INTRODUCED BY /¢

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
INCOME TAX AND PROPERTY TAX LAWS OF MOWTANA; REPEALING THE
EXISTING STATE INDIVIDUAL INCOME TAX AND IMPOSING A STATE
INCOME TAX BASED ON A PERCENTAGE OF THE FEDERAL INCOME TAX
PAYABLE ON MONTANA TAXABLE INCOME: EXEMPTING FROM PROPERTY
TAXATION THE FIRST $4,100 OR LESS OF THE MARKET VALUE OF
RESIDENTIAL REAL PROPERTY AND IMPROVEMENTS; REDUCING THE TAX
RATE APPLICARBLE TO BUSINESS EQUIPMENT AND OTHER COMMERCIAL
PERSONAL PROPERTY IN CLASS EIGHT FROM 9 PERCENT TO 4.5
PERCENT ; ESTABLISHING THE TAX RATE APPLICABLE TO ALL
COMMERCIAL AND RESIDENTIAL REAL PROPERTY AND IMPROVEMENTS AT
4.5 PERCENT; SIMPLIFYING THE TAXATION OF PROPERTY BY PLACING
MOST NONUTILITY PROPERTY IN THE SAME CLASS; REIMPOSING THE
TAXES ON COAL GROSS PROCEEDS AND ON OIL AND NATURAL GAS NET
PROCEEDS THAT WERE IN EFFECT PRIOR TO THE PASSAGE OF CHAPTER
11, SPECIAL LAWS OF JUNE 1989; SUBJECTING THAT PORTION OF
PORTFOLIOS OF SECURITIES THAT EXCEEDS $1 MILLION IN VALUE TO
PROPERTY TAXATION; TAXING MINERALS IN PLACE WITH A VALUE IN
EXCESS QF $1 MILLION AS CLASS FOUR PROPERTY; DEFINING
MINERALS IN PLACE; PROVIDING THAT MINERALS IN PLACE OWNED BY
B GOVERNMENTAL ENTITY ARE TAXABLE IF LEASED BY A

NONGOVERNMENTAL ENTITY; PROVIDING THAT BUSINESS INVENTORIES
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WITH A MARKET VALUE OF $1 MILLION OR MORE ARE TAXED AT 4.5
PERCENT OF MARKET VALUE; REPEALING THE PROVISIONS OF
INITIATIVE MEASURE NO. 105; AMENDING SECTIONS 7-14-1133,
7-34-2416, 13-37-218, 13-37-303, 15-30-101, 15-30-128,
15-30-162, 15-30-241, 15-30-303, 15-30-323, 15-31-131,
15-31~202, 15-32-1¢2, 15-32-104, 15-32~106., 15-32-303,
15-32-402, 15-33~106, 53-6-111, 67-11-303, 19-3-105,
19-4-706, 18-5-704, 19-6-705, 19-7-705, 19-8-805, 19-21-212,
7~1-2111, 7-7-2101, 7-7-2203, 7-14-2524, T-14-25%25,
7-16-2327, 15-1-541, 15-6-132, 15-23-601, 15-23-602,
15-23-603, 15-23-605, 15-23-607, 15-23-612, 15-23-703,
15-36-101, 15-36-102, 15-36-105, 15-36-112, 15-36-121,
20-9-141, 20-9-331, 20-9-333, 20-9-366, 20-9-501, 20~10-144,
90-6-402, 15-1-101, 15-6-134, 15-6-135, 15-6-138, 15-6-142,
15-6-145, 15-6-147, 15-6-201., 15-6-20B, 15-7-103, 15-8-111,
15-8-201, 15-8-1301, 15-8-408, 15-23-101, 15-23-103,
15-23-106, 15-24-901, 61-3-303, 61-3-502, 61-3-503,
15-6-202, AND 15-24-301, MCA; REPEALING SECTIONS 15-5-136,
15-10-401, 15-10-402, 15-10-411, 15-10-412, 15-30-103,
15-3¢-105, 15-30-108, 15~-30-110, 15-30-111, 15-30-112,

15-30-113, 15-30-114, 15-30-11s, 15-30-117, 15-30-121,

15-30-122, 15-30-123, 15-30-12%, 15-30~-126, 15-30-131,
15-30-132, 15-30-135, 15-30-138, 15-30-137, 15-30-142.
15-30-143, 15-3G-156, 15-30-15%7. 15-32~109, 15-32-201,

15-32-202, 15-32-2013, 19-9-1005, aND 19-13-1003, MCA; AND
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PROVIDING EFFECTIVE DATES AND APPLICABILITY DATES.”

WHEREAS, the expressed goals of the people of Montana
are to expand and diversify the economy of the state; and

WHEREAS, the Montana economy must grow by developing new
industry and business, as well as by nurturing existing
industry and business: and

WHEREAS, a principal element of ecconomic growth and
development is tax fairness; and

WHEREAS, the people of Montana have clearly spoken in
favor of tax fairness and reform; and

WHEREAS, a simple, understandable tax system is
essential to achieving tax fairness and reform;

WHEREAS, the principles of tax fairness and reform
require all Montana citizens and businesses to pay their
fair share; and

WHEREAS, the provisions of this bill resolve the causes
that led to the passage of Initiative Measure No. 105,

THEREFORE, the 1991 Legislature of the State of Montana

enacts the following eccnomic development and tax reform

provisions.

STATEMENT QF INTENT
A statement of intent is required for this bill because

[section 92] requires the department of revenue to adopt
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rules to implement the provisions of {sections 86 through
92], which relate to the taxation of securities.

It is the intent of the legislature that the rules to be
adopted by the department include but are not limited to:

{1} the design of forms for the reporting of
information related tc the valuation of securities;

{2) processes for notifying taxing jurisgdictions of
securities subject to taxation within each respective taxing
jurisdicticon; and

(3) other rules that may be necessary to implement the

provisions of [sections 86 through 92].

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 7-14-1133, MCA, is amended to read:
"7-14-1133. Bonds and obligations. (1) Except for

providing financial support to a private development
organization, including a corporation organized under Title
32, chapter 4, whose purpose 1s to advance the economic
development ¢of its jurisdiction and of the state and its
citizens, an authority may borrow meney for any of its
corporate purposes and issue bonds therefeor, including
refunding bonds, in such form and upon such terms as it
determines, payable out of any revenues of the authority,
including revenues derived from:

(a) any port or transportation and storage facility;
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(b) taxes levied pursuant to 7-14-1131 or &7-10-402;

(c) grants or contributicns from the federal
government; or

{d) other sources.

{2} The bonds may be issued by resolution of the
authority, without an election and without any limitation of
amount, except that no bonds may be issued at any time if
the total amount of principal and interest to become due in
any year on such bonds and on any then outstanding bonds for
which revenues from the same source are pledged exceeds the
amount of such revenues to be received in that year, as
estimated in the resolution authorizing the issuance of the
bonds. The authority shall take all action necessary and
possible to impose, maintain, and collect rates, charges,
rentals, and taxes, if any are pledged, sufficient to make
the revenues from the pledged source in such year at least
equal to the amount of principal and interest due in that
year.

(3) The bonds may be sold at public or private sale and
may bear interest as provided in 17-5-102., Except as
otherwise provided in this part, any bonds issued pursuant
to this part by an authority may be payable as to principal
and interest solely from revenues of the authority and shall
state on their face the applicable limitations or

restrictions regarding the source from which such principal
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and interest are payable.

{4} Bends issued by an authority, county, or
municipality pursuant to the provisions of this part are
declared to be issued for an essential public and
governmental purpose by a political subdivision within the

meaning of ¥5-38-:+it2¥¢ay [section 6(2}(d)].

{S) For the security of any such bonds, the authority,
county, or municipality may by resolution make and enter
into any covenant, agreement, or indenture and may exercise
any additional powers authorized to be exercised by a
municipality under Title 7, chapter 7, parts 44 and 45. The
sums required from time to time to pay principal and
interest and to create and maintain a reserve for the bonds
may be paid frem any revenues referred to in this part,
prior to the payment of current costs of operation and
maintenance of the facilities.

(6) Nothing in this section or 7-14-1134 may be
construed to limit the wuse of port authority revenues,
including federal and state money as described in 7-14-1136,
to make grants and loans or to otherwise provide financial
and other support tao private development organizations,
including corporations organized under the provisions of the
development corporation act in Title 32, chapter 4. Under no
circumstances wmay the credit of the state, county, or

municipal governments or their agencies or authorities be

-6—
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pledged to provide financial suppert to such development
organizations."
Section 2. Section 7-34-2416, MCA, is amended to read:
"7-34-2416. Tax-exempt status of bonds. Bonds issued by
a county pursuant to the provisions of 7-34-2411 through
7-34-2418 are declared to be issued for an essential public
and governmental purpose by a political subdivision within

the meaning of :5-38-:::¢23tm} [section 6(2)(d)]-"

Section 3. Ssection 13-37-218, MCA, is amended to read:

»13-37-218, Limitations on receipts from political
committees. (1} A candidate for the state senate may receive
no more than $1,000 in total combined monetary contributions
from all political committees contributing to his campaign,
and a candidate for the state house of representatives may
receive no more than $600 in total combined monetary
contributions from all political committees contributing to
his campaign. The foregeing limitations shall be multiplied
by the inflation factor as defined in 15-30-161¢8Y

subsection (2) for the year in which general elections are

held after 1984; the resulting figure shall be rounded off
to the nearest $50 increment. The commissioner of political
practices shall publish the revised limitations as a rule.
In-kind contributions may not be included in computing these
limitation totals. The limitation provided in this section

does not apply to contributions made by a political party
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eligible for a primary election under 13-10-601.

{2) As used in this section, "inflation factor™ means a

number determined for each year by dividing the consumer

price index for June of the year by the consumer price index

Eor June of 1980."

Section 4. section 13-37-303, MCA, is amended ta read:

"13-37-303. Donation by taxpayer. (1) An individual
whose withheld income tax or payment of estimated tax
exceeds by more than $1 his income tax 1liability for the
taxable year may donate $S1 to be paid to the fund. In the
case of a joint returny;—-as—--previded--tn--15-38-142; of a
husband and wife having an income tax overpayment as defined

in 15-30-149 of $2 or more, each spouse may donate $1 to be

paid to the fund.

(2) An individual with an unpaid tax ljability may at
the time of payment denate an extra $1 to be paid to the
fund.

(3) The department shall provide a place on the face of
the blank form of return, provided for in 15-30-144, where
an individual may make the donations provided for in
subsections (1) and (2). The form shall adeguately explain

the individual's option to donate $1 to the fund,”

Section 5. Section 15-30-101, MCA, is amended to read:

"15-30~-101. Definitions. For the purpose of this

chapter, unless otherwise rtequired by the context, the

-8~
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following definitions apply:
ti}--1Base-year-structurad-means-the-fottowing--etements
af-the-income—tax—-struckurer
fa1--the——tax——brackets——estabiiahed-vinm—i5—36~i637-bnt
unadjusted-by-subsectien-t2¥y-ef-15-30-1837-in-effect-on-dune
30-af-the-taxabie-years;
fb1——the——exemptions-——esntained—-—in——-is—aa-}iiy———bub
unadjusted——by——aubsectiens——f?f——nnd——t87——05—&5—39—1127—in
effect-on-June-30-of-the-taxabte~years;
tey--the-—maximum——-standard---deduction-~--provided---in
i5—36—i227—but—unadju:ted—by—subseeeion—fi}-oé-is—aﬂ—iiir-én
affeeh-an—June-30-of-the-taxabie-years
f21~-“60nsumer—-priee—-index“——meana——the—conaumer-price
index7—Bnited—States—city—averugeT—Ecr—aii-item37~using-—the
1967--base—-of—-189--as--pubtished—-by--tha--bureau-of-itabor
asatispian-cf-tha-H:-S--department-of-iabors
£3¥(1) “Department” means the department of revenue.
t43--8PBividendi-—means—-mny--distribution--made-—-by-——a
corporation*-*cut———of——-its——earnfngs--or——peoiits——tc—«its
sharehn%ders——or—-membef37--vhether——in——cash—-er~—in—-other
p!operty—or-in-3taek—oE-bhe—corporatéenr——other-~than--steck
dividends--aa--herein--defined:--%5tock-dividenda'-means-new
:tock-—ia:uedT——Eor—-surp}us--er—‘preéitS“vcapitaiizedT---tc
sharehotders-in-proparticn—to-their-previons-holdingss

54(2) “Fiduciary" means a guardian, trustee. executor,
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administrator, receiver, conservator, or any person, whether
individual or corporate, acting in any fiduciary capacity
for any person, trust, or estate.

+6¥(3) “Foreign country" or “foreign government” means
any Jjurisdiction other than the one embraced within the
United States, its territories and possessions.

t71--4Gross-incomel-means-the-—taxpayeria--gress——income
for——federai-income-tax-purpozes-as-defined-in-section-6t-of
the-internai-Revenne-Eode-nf-1954-0r-as-that-section—-may--be
imbeted--or--amendedi;--exciuding--unemptoyment--compensation
tnctuded--in--federat--gross--income-under-the-provisions-af
section-85-af-the-internat-Revenve-CGade-af-1954—as-amended~

t8y-~tinflartton-factari-means-a-—-number--determined--for
eaeh-—taxabie—-year-by-dividing-the-consumer—price-index—-for
June-of-the-taxabie-year-by-the--consumer--price——-index——feor

duner-1580<

(4) "individual® means a natural person, whether

married or unmarried, adult or minor, subject to payment aof

an _income tax under the Internal Revenue Code.

t9+({S) “Information agents" includes all indiwviduals,
corporations, associations, and partnerships, in whatever
capacity acting, including lessees or mortgagers of real or
personal property, fiduciaries, brokers, real estate

brokers, employers, and all officers and employees of the

state or of any municipal corporation or political

-10-
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subdivision of the state, having the control, receipt,
custody, disposal, or payment of interest, rent, salaries,
wages, premiums, annuities, compensations, remunerations,
emoluments, or other fixed or determinable annual or
pericdical gains, profits, and income with respect to which
any person or Fiduciary is taxable under this chapter.
ft8y-“Knowinglyt-is—as-defined-in-45-2-101~
t113-"Net-incomei-means-the-adjusted-gross-income-—of--a
taxpayer-tess-the-deductions-alitewed-by-this-chapters
+324-4Patdli;--for--the—-purpeses--of—-the—deducticna-and
eredita-under-this-chapterr-neans-paid-or-acerned-or-paid-or
inenrredy-and-the-terma-"paid--or--ineurredt--and--tpaid--o=
aceruedi--shati--be~--construed--acearding--to--the-method-of
accounting-upon-the-basis-of-which——-the—-taxahie--income—-is
computed-nnder-this-chapters
+13y-YPurpeseiyi-ra-as-defined-in-45-2-10%~
t14r-"Receivedl;--for——the--purpose--of--computatien-——of
taxabie—income-under—this—chaptery—means-received-or-accrued
and--the--term--ldreceived--or--accrued®-—shati--be-construed
according-to—the-methed-of--accounting--npon--the--basis—-of
which-the-taxabie-income-is-computed-under-this-chapter=
{(6) "Internal Revenue Code" means the Internal Revenue

Code of 1954, redesignated as the Internal Revenue Code of

1986 by section 2 of Public Law 98-514, as that code may be

amended from time to time by the United States congress. It
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is the gspecific intent of the legislature that all

amendments by the United States congress must be

incorporated into the context of any section of Title 15

referring to the Internal Revenue Code.

{7} "Perscn" means an individual, a trust or estate, or

4_partnership.

+15%(8) "Resident" applies only to natural persons and
includes, for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable year, any perscn domiciled in the state of
Montana and any other person who maintains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

t16}-4Faxabte-income"-means-the-adjusted-gross-income—of
a-taxpayer—itess-the-deductions-and-exemptions--provided--for
in-this-echapters

+37+(9) “Taxable year" means the taxpayer's taxable
year for Federal income tax purposes.

1383 (10) "Taxpayer" includes any person or fiduciary,
resident or nonresident, subject to a tax imposed by this
chapter and does not include corporations.”

NEW SECTION. Section 6. state income tax as percentage

of federal. (1) A state income tax is imposed and must be

paid and collected for each taxable year upon:

-12-
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{a) the federal adjusted taxable income derived from
gources within and outside Montana of each resident and
fiduciary required to make a return and pay federal income
taxes under the Internal Revenue Code: and

(b) the federal adjusted taxable income derived from
sources within Montana of each nonresident and fiduciary
required to make a return and pay federal income taxes under
the Internal Revenue Code.

{2) "“Federal adjusted taxable income" means the
taxpayer's taxable income, as determined for federal income
taxes under the provisions of the Internal Revenue Code,
with the following additicnal deductions:

{(a) income earned by an enrolled member of a federally
recognized Indian tribe during the time he both 1lives and
works on a reservation;

(b} Montana income tax refunds or credits;

{c} military combat pay received by a Montana resident;
and

{d) linterest income from obligations of the United
States government to the extent the income is exempt from
state income tax under federal law.

{3) A shareholder of a corporation for which the
election provided for under subchapter S. of the Internal
Revenue Code is in effect but for which the election

provided under 15-31-202 is not in effect may deduct from
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his federal taxable income any part of the corporation's
undistributed taxable income, net operating loss, capital or
other gains, profits, or losses required to be included in
the shareholder's federal taxable income by reason of the
election under subchapter S. However, distributions received
from the corporation to the extent the distributions would
be treated as taxable dividends if the subchapter S.
election were not in effect must be added to the
sharehclder's federal taxable income.

{4) Nonresidents taking any of the deductions listed in
subsection {2) may claim only that percentage of itemized
deductions and the personal exemption deduction allowed from
federal adijusted gross income that the percentage of
adjusted gross income earned from sources within Montana
bears to the taxpayer's federal adjusted gross income.

(3) 1E a taxpayer's federal adjusted taxable income is
adjusted for state income tax purposes to include any of the
additional deductions or modifications of subsections (2)
through (4) and 15-30-107 and 15-30-127, the taxpayer's
federal income tax liability must be recomputed on this
adjusted figure to allow the state income tax rate to be
applied against it.

NEW SECTION. Section 7. Rate of tax -- department to
adjust rate. (1) The rate of state income tax is 32% o©of a

taxpayer's federal income tax liability, adjusted as

-14-
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provided in [section 6(5311.

{(2) (a) when the legislature is not in seasion, the
department shall adopt a rule modifying the rate of tax if
changes in the Internal Revenue Code are made that would
substantially reduce the revenue produced by the state
income tax to a lewvel below that established by the
legislature for the biennium.

(b) The department shall certify that the adjusted rate
is made only in response to changes in the Internal Revenue
Code.

{c) The department may, if necessary:

(i) make the adjusted percentage retroactive to the
previous Januvary 1; and

{ii) publish new withholding tables and estimated tax
return requirements.

NEW SECTION. Section B. Monresidents -- determination
of in-state income. A nonresident’'s income from sources
within Montana includes income derived from all property
owned in this state and from every business, trade,
profession, or occupation carried on in this state. It does
not include income from annuities, interest on bank
deposits, interest on notes, bonds, or other
interest-bearing obligations, or dividends on stock of
corporations, except to the extent tc which this income is a

part of the income derived from a business, trade,
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profession, or occupation carried on in this state. In the
case of a business, trade, profession, or occupation carried
on partly within and partly outside this state by a
nonresident, the income from sources within this state mﬁst
be determined by apportionment and allocation under rules
adopted by the department.

NEW SECTION, Section 9. Tax return -- contents. (1}
Each individual or fiduciary mentioned in {section 6{1)]
shall file a return with the department showing:

{a) the amount of tax due and payable as reported on
the taxpayer's federal income tax return or as recomputed as
required in [section 6(5}]:

(b) the amount of tax due under [section 7], 1less
credits, if any, claimed against the tax; and

(c) any other information necessary for administration
of the state income tax, as may be prescribed by the
department.

{2) If a taxpayer is unable to make his own return, an
authorized agent, guardian, or other person charged with the
care of the person or property of the taxpayer shall file
the return.

MEW SECTION. Section 10. Payment of state income tax
-~ refunds ~-- interest. (1) A taxpayer required to file a
state income tax return shall compute the amount o©f state

income tax due and shall, at the time the return is filed,

-16-
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pay to the department any balance of tax in excess af $1
remaining unpaid after crediting the amount withheld as
provided under 15-30-202 or any payment of estimated tax as
provided under 15-30-242.

{(2) If the withheld tax ar the estimated tax paid
exceeds the state income tax due by more than $1, the
department shall refund the excess to the taxpayer within 30
days after receiving the return.

{3) Except as provided in 15-30-321, interest at a rate
of 9% a year must be added to any state income tax or
portion of tax, from the due date until paid, whether the
taxpayer has been granted a filing extension or not.

(4) If a joint return is made by husband and wife, the
liability with respect to the tax is joint and several.

Section 11. Ssection 15-30-128, MCA, is amended to read:

=15.3p-128. Credit for expense of caring for certain
elderly family members. (1) There is a credit against the
tax imposed by this chapter for gualified elderly care
expenses paid by an individual for the care of a gqualifying
family member during the taxable year.

(2} A qualifying family member is an individual who:

{a) is related to the taxpayer by blood or marriage;

{h) (i} is at least 70 years of age; o©r

(ii) is diagnosed by a physician as having senile

dementia of the Alzheimer type; and
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(c) has a family income of $15,000 or less for the
taxable year.

{3) For purposes of this section, "family income”
means, in the case of an individual who is not married, the
federal adjusted gross income of the individual or, in the
case of a married individual, the federal adjusted gross
income of the individual and the individual’'s spouse.

(4) Qualified elderly care expenses include:

(a) payments by the taxpayer for home health agency
services provided by an organization certified by the
federal health care financing administration, homemaker
services, adult day care, respite care, or health-care
equipment and supplies:

(i) provided to the gqualifying family member;

(ii} provided by an organization or individual not
related to the taxpayer or the qualifying family member; and
(iii) not compensated for by insurance or otherwise;

{b)} subject to the limitations 1in subsecticn (4)(a).,

payments by the taxpayer for nursing home care of an

individual who is diagnosed by a physician as having senile

dementia of the Alzheimer type.

{5} The percentage amount of credit allowable under

this section is:
ta) for a taxpayer whose federal adjusted gross income

does not exceed §25,000, 30% of gualified elderly care

-18-
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expenses; or

{b) for a taxpayer whose federal adjusted gross income
exceeds $25,000, the greater of:

(i) 20% of qualified elderly care expenses; or

(ii) 30% of gualified elderly care expenses, less 1% for
each $2,000 or fraction therecf by which the federal
adjusted gross income of the taxpayer for the taxable year
exceeds $25,000.

{6) The dollar amount of credit allowable under this
section is:

(a) reduced by $1 far each dollar of the federal
adjusted gross income over $50,000 for a taxpayer whose
federal adjusted gross income exceeds $50,000;

{b) limited to $5,000 per qualifying family member in a
taxable year and to $10,000 total for two or more family
members in a taxable year;

{c) ptorated among multiple taxpayers who each
contribuyte to qualified elderly care expenses of the same
gqualified family member in a taxable wyear in the same
proportion that their contributions bear to the total
gualified elderly care expenses paid by those taxpayers for
that qualified family membker.

(7) A deduction or credit 1is not allowed under any
other provisicon of this chapter with respect to any amount

for which a credit is allowed under this section. The credit
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allowed under this section may not be claimed as a carryback
or carryforward and may not be refunded if the taxpayer has
no tax liability.

(8) In the case of a marcried individual filing a
separate return, the percentage amount of credit under
subsection (5) and the dclliar amount of credit under
subsection (&) are 1limited to one-half of the figures
indicated in those subsections."

Section 12. Ssection 15-30-162, MCA, is amended to read:

*15-30—-162. Investment credit. (1) There is allowed as
a credit against the tax imposed by 5-30-163 [section 6] a
percentage of the credit allowed with respect to certain
depreciable property under section 38 of the Internal
Revenue Code of 1954, as amended, or as section 38 may be
renumbered or amended. However, rehabilitation costs as set
forth under section 46(a){2){F) of the Internal Revenue Code
af--1354;-—or-—as——ssakion——46tar{2+{Py-may-bhe~renumbered-or
amendeds are not to be included in the computation of the
investment credit. The credit is allowed for the purchase
and installation of certain qualified property defined by
section 38 of the Internal Revenue Code &f-19547;-as—-mmendedy
if the property meets all of the following gualifications:

(a) it was placed in service in Montana; and

(b) it was used for the production of Montana adjusted

gross income.
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.

(2} The amount of the credit allowed for the taxable
year is 5% of the amount of credit determined under section
46(a)(2) of the Internal Revenue Code of-19547-—as-—-amendedsy
or-as-saction-46{ay{2}-may-be-renumbered-or-amended.

(3) Notwithstanding the provisions of subsection (2),
the investment credit allowed for the taxable year may not
exceed the taxpayer's tax liability for the taxable year or
$500, whichever is less.

{4) 1If property for which an investment credit is
claimed is used both inside and outside this state, only a
portion of the c¢redit is allowed. The credit must be
apportioned according to a fraction the numerator of which
is the number of days during the taxable year the property
was located in Montana and the denominator of which is the
number of days during the taxable year the taxpayer owned
the property. The investment credit may be applied only to
the tax liability of the taxpayer who purchases and places
in service the property for which an investment credit is
claimed. The credit may not be allocated between spouses
unless the property is used by a partnership or small
business corporation of which they are partners or
shareholders.

{§5} The investment credit allowed by this section is
subject to recapture as provided for in section 47 of the

Internal Revenue Code of-1954;-as-amendead;-or-as-section—+4%
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may-be-renumbered-or-amended."”

Section 13. Section 15-30-241, MCA, is amended to read:

"15-30-241. Declaration of estimated tax. (1} BEvery
Each individual exeept-farmersa;-ranchers;-cr-stockmen shall,
at the time prescribed in subsection (3) ef-this-aectian,
make a declaration of his estimated tax for the taxable year
if his-net-—income—-from-sources-other—than--wagesy-—-satariessy
bontsesy——or--other-emotuments-can-reasonabiy-be-expected-te
equat-or-execed-his-—nec-income-£rom-wagesy-sataries;-bonuses
or-other-emotuments;-which-are—subject-te-withhoiding he is

required to file a declaration of his estimated tax under

the provisions of the Internal Revenue Code.

(2) 1In the declaration required under subsection (1) of
this section, the individual shall state:

{a) the amount which he estimates as the amount of tax
under %5-38-183 [section 7] for the taxable year;

{b) the amount which he estimates will be withheld from
wages paid by his employer if said individual is an
employee;

(c) the excess of the amount estimated under subsection
(2){a) over the amount estimated under subsection (2)(b).,
which excess for purposes of this section shall be
considered the estimated tax for the taxable year;

{d) such other information as may be prescribed in

rules promulgated by the department.
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{3) The declaration required under subsection (1} eof
this-sectien shall be filed with the department on or before
April 15 of the taxable year, except that if the
requirements of subsection {1) of--thxs--section are first
met:

{a) after April 1 and before Octcber 1 of the taxable
year, the declaration shall be filed on or before October 1%
of the taxable year:

{b) after OQctober 1 of the taxable year, the
declaration shall be filed on or before February 15 of the
succeeding taxable year.

{4) An individual may make amendments of a declaration
filed during the taxable year under subsection {3) of-this
section under rules prescribed by the department.

(5) If, on or before February 15 of the succeeding
taxable year, the taxpayer files a return for the taxable
year for which the declaration is required and pays in full
the amount computed on his return as payable, then under
rules prescribed by the department:

{a) 1if the declaration is not reguired to be filed
during the taxable year but is required to be filed on or
before sweh February 15, seueh the return shall for the
purposes of this section be considered as such declaration:

and

{b) 1if the tax shown on the return is greater than the
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estimated tax shown in a declaration previously made or in
the last amendments thereof, sueh the return shall for the
purposes of this section be considered as the amendment of
the declaration permitted by subsection (4) of-this--section
to be filed on or before sueh February 15.

{6) The department shall promulgate rules governing
reasonable extensions of time for filing declarations and
paying the estimated tax except in the case of taxpayers who
are abroad, and no such extension shall be for more than 6
months.

(7)) If the taxpayer is unable to make his own
declaration, the declaration shall be made by a duly
authorized agent or by the guardian or ather person charged
with the care of the person or property of asuch the
taxpayer.

(8) Any individual who fails to file a declaration of
estimated tax as required by this section is not subject to
the penalties set forth in 15-30-321."

Section 14. Section 15-30-303, MCA, is amended to read:

"15-30-303. Confidentiality of tax records. (1) Except
in accordance with proper judicial order or as otherwise
provided by law, it is unlawful for the department or any
deputy, assistant, agent, clerk, or other officer or
employee to divulge or make known in any manner the amount

of income or any particulars set forth or disclosed in any
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report or return required under this chapter or any other
information secured in the administration of this chapter.
It is also unlawful to divulge or make known in any manner
any federal return or federal return information disclosed
on  any return or report required by rule of the department
or under this chapter.

(2) The officers charged with the custody of such
reports and returns shall not be reguired to produce any of
them or evidence of anything contained in them in any action
or proceeding in any court, except in any action or
proceeding to which the department is a party under the
provisions of this chapter or any other taxing act or on
behalf of any party to any action or proceedings under the
provisions of this chapter or sueh the other act when the
reports or facts shown thereby are directly involved in such
action or proceedings, in either of which events the court
may require the production of and may admit in evidence so
much of said the reports or of the facts shown thereby as
are pertinent to the action or proceedings and no more.

(3) Nothing herein sha:} may be construed to prohibit:

(a) the delivery to a taxpayer or his duly authorized
representative of a certified copy of any return or report
filed in connection with his tax;

(b} the publicaticn of statistics so classified as to

prevent the identification of particular reports or returns
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and the items thereof; or

(¢) the inspection by the attorney general or other
legal representative of the state of the report or return of
any taxpayer who =shatt may bring action to set aside or
review the tax based thereon or against whom an action or
proceeding has been instituted in accordance with the
provisions of 15-30-311 and 15-30-322,

(4) Reports and returns shaii must be preserved for 3
years and thereafter until the department orders them to be
destroyed.

(5} Any offense against subsections (1) through (4} of
this--section shall be punished by a Eine not exceeding
$1,000 or by imprisonment in the county jail not exceeding 1
year, ot both, at the discretion of the court, and if the
offender be is an officer or employee of the state, he shall
be dismissed €from office and be incapable of holding any
public office in this state for a period o©f 1 year
thereafter.

(6) Notwithstanding the provisions of this section, the
department may permit the commissioner cf internal revenue
of the United States or the proper officer of any state
imposing a tax upon the incomes of individuals or the
authorized representative of either such officer to inspect
the return of income of any individual or may furnish to

anch the officer or his authorized representative an
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abstract of the return of income of any individual or supply
him with information concerning any item of income contained
in any return or disclosed by the report of any
investigation of the income or return of income of any
individual, but such permission shait must be granted or
such information furnished to such officer or his
representative only if the statutes of the United States or
of such other state, as the case may be, grant substantially
similar privileges to the proper officer of this gtate
charged with the administration of this chapter.

{7) Further, notwithstanding any ©of the provisions of
this section, the department shall furnish:

tay——to-—--the--deparement——-of-——justice—-ati--infoermation
necessary-to--idencify—-those--perssns--quatifying--for--the
addicionar-exemprion—for-blindness-pursuant—to—-15-30-212t4)5
fer--the—-purpose--of--enabiing-the-deparement-of-justice-to
admintster-the-provistons-of-6:-5-3195+

tb¥{a) to the Jdepartment of sccial and rehabilitation
services information acquired under 15-30-301, pertaining to
an applicant for public assistance, reasonably necessary [Eor
the prevention and detection of public assistance fraud and
abuse, provided notice to the applicant has been given;

te¥(b) to the department of fish, wildlife, and parks
specifi¢ information that 1is available from income tax

returns and cequired under 87-2-102 to establish the
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residency requirements of an applicant for hunting and

fishing licenses; and

td¥(c} to the board of regents information required
under 20-26-1111,"

Section 15. Section 15-30-323, MCA, is amended to read:
"15-30-323. Penalty for deficiency. (1) If the payment
required by #5-36-342{6} [section 10] is not made within 60
days or if the understatement is due to negligence on the
part of the taxpayer but without Eraud, there shall be added
to the amount of the deficiency 5% thereof; provided,

however, that no deficiency penalty shall be less than $2,

Interest will be computed at the rate of 9% per annum or
fraction thereof on the additional assessment. Except as
otherwise expressly provided in this subsection, the
interest shall in all cases be computed from the date the
return and tax were originally due as distinguighed from the
due date as it may have been extended to the date of
payment .

12} If the time for filing a return is extended, the
taxpayer shall pay in addition interest thepesn at the rate
of 9% per annum from the time when the return was originally

required to be filed to the time of payment."
Section 16. section 15-31-131, MCA, is amended to read:

"15-31-131. Credit for dependent care asgistance. (1)

There is a credit against the taxes otherwise due under this
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chapter allowable to an empleoyer for amcunts pald or
incurred during the taxable year by the employer for
dependent care assistance actually provided to or on behalf
of an employee if the assistance is furnished by a
registered or licensed day-care provider and pursuant to a
program that meets the reguirements of section 89(k) and
129{d)}(2) through (6} of the Internal Revenua Code.

{2) {a) The amount of the credit allowed under
subsection {1l) is 15% of the amount paid or incurred by the
employer during the taxable year, but the credit may not
exceed 51,250 of day—care assistance actually provided to or
on behalf of the employee.

{b} For the purposes of this subsection, marital status
must be determined under the rules of section 2i(e)(3) and
(4) of the Internal Revenue Code.

{c) In the case of an onsite facility, the amount upon
which the credit allowed under subsection (1) is based, with
respect to any dependent, must be based upon utilization and
the value of the services provided.

(3) An amount paid or incurred during the taxable year
of an employer in providing dependent care assistance to or
on behalf of any employee does not qualify for the credit
allowed under subsection {1} if the amount was paid or
incurred to an individual described in section 129%{c)(1) or

{2) of the Internal Revenue Ccde.
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(4} An amount paid or incurred by an employer to
provide dependent care assistance to or on behalf aof an
employee does not qualify Efor the credit allowed under
subsection (1) if the amount is paid or incurred pursuant to
a salary reduction plan or is paid or incurred for services
not performed within this state.

{5) If the credit allowed under subsection (1) is
claimed, the amount of any deduction allowed or allowable
under this chapter for the amount that qualifies for the
credit (or upon which the credit is based) must be reduced
by the dollar amount of the credit allowed. The election to
claim a credit allowed under this section must be made at
the time of filing the tax return.

{6) The amount upon which the credit allewed under
subsection (1) is based may not be included in the gross
income cf the employee to whom the dependent care assistance
is provided. However, the amount excluded from the income of
an employee under this section may not exceed the
limitations provided in section 129(b) of the Internal
Revenue Code. For purposes of Title 15, chapter 30, part 2,
with respect te an employee to whom dependent care
assistance is provided, "wages" does not include any amount
excluded under this subsecticon. Amounts-exciuded-under-this
subsection-do-net-quatify-as-expenses-for-which-a—-deduction

is-aiitowed-to-the-empioyea-nnder-15-36-13i+
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(7) Any tax credit otherwise allowable under this
section that is not wused by the taxpayer in a particular
year may be carried forward and offset against the
taxpayer's tax 1liability for the next succeeding tax year.
Any credit remaining unused in the next succeeding tax year
may be carried forward and used in the second succeeding tax
year, and likewise through the fifth year succeeding the tax
year in which the credit was first ailowed or allowable. A
credit may not be carried forward beyond the fifth
succeeding tax year.

(8) If the taxpayer is an S corporation, as defined in
section 1361 of the Internal Revenue Code, and the taxpayer
elects to take tax credit relief, the election may be made
on behalf of the corporation's shareholders. A shareholder's
credit must be computed using the shareholder's pro rata
share of the corporation's costs that gqualify for the
credit. In all other respects, the effect of the tax credit
applies to the corporation as ctherwise provided by law.

{9) Por purposes of the credit allowed under subsection
(1):

{(a) ¥Phe the definitions and special rules contained in
section 129(e) of the Internal Revenue Code apply to the
extent applicables; and

(b} “Empleyerd “"employer" means an employer carrying on

a business, trade, occupation, or profession in this state.
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tc)—-%Enternait--Revenue-Codel-means—the-federat-internal
Revenune-€ode-as-amended-and-in-effect-on-Fanuary-17-1989:"

Section 17. secticn 15-31-202, MCA, is amended to read:

*15-31-202. Election by small business corporation. (1)
A small business corporation may elect not to be subject to
the taxes imposed by this chapter,

{2y If a small business corporation makes an election
under subsection (1), then:

{a) with respect to the taxable years of the
corporation for which such election is in effect, such
corporation is not subject to the taxes imposed by this
chapter and, with respect to such taxable years and all
succeeding taxable years, the provisions of this part apply
to such corporaticn; and

(b) with respect to the taxable years of a shareholder
of such corporation in which or with which the taxable years
of the corporation for which such election is in effect end,
the provisions of this part apply to such shareholder, and
with respect to such taxable years and all succeeding
taxable years, the provisions of this part apply to such
sharehoclder.

{3) An electicon under subsection (1} must be made in
accordance with rules prescribed by the department of

revenue,

(4) This election is not effective unless the corporate
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net income or loss of such electing corporation is included
in the stockholders' federal adjusted gross taxable income
as defined in 3¥5-39-%*%* [section 6].

{5) Every electing corporation is required to pay the
minimum fee of $10 required by 15-31-204."

Section 18. Section 15-32-102, MCA, is amended to read:

"15-32-102. Definitions. As used in this part, the
following definitions apply:

(1) "Building" means a single or multiple dwelling,
including a mocbile home, or a building used for commercial,
industrial, or agricultural purposes, which is enclosed with
walls and a roof.

(2) “Capital investment” means any material or
equipment purchased and installed in a building or land with
or without improvements.

(3} "Energy conservation purpose" means one or more of
the foliowing results of an investment: reducing the waste
or dissipation of energy or reducing the amount of energy
required to accomplish a given quantity of work.

(4) "Passive splar system™ means a direct thermal
energy system that uses the structure of a building and its
operable components to provide heating or cooling during the
appropriate times of the year by using the climate resources
available at the site., It includes only those portions and

components of a building that are expressly designed and
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requized for the collection, storage, and distribution of
solar energy and that are not standard components of a
conventional building.

(5) "Low emission wood or biomass combustion device"
means a stove or furnace or a catalytic converter added to a
stove or furnace which burns wood or cther nonfossil biomass
and which has an emission rate of less than & grams pet hour
when tested in conformance with the standard method rfor
measuring the emissions and efficiencies of residential wood
stoves as adopted by the department of health and

environmental sciences pursuant to 15-32-203 subsection (7).

(8) "Recognized nonfossil forms of energy generation”
means :

(a) a system for the utilization of solar energy
inciuding passive solar systems, wind, solid wastes, or the
decomposition of organic wastes for capturing energy or
converting energy sources into usable sourges;

(b) a system for the production of electric power from

solid wocd wastes;

(c) a low-emission wood or biomass combustion device;

(d) a small system for the utilization of water power

by means of an impoundment not over 20 acres in surface

area.

{7} The department of health and environmental sciences
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shall adopt rules establishing emission testing and emission

certification standards for low-emission wood or biomass

combustion devices and shall maintain a list of devices that

ate certified.”

Section 19, section 15-32-104, MCA, is amended to read:

"15-32-104., Limitations on deduction and credit. Tax
treatment under 15-32-103 and-15-32-3689 is limited to:

{1) capital investments made after January 1, 1975;

{2} persons and firms not primarily engaged in the
provigion of gas or electricity derived from £fossil fuel
extraction or conventicnal hydroelectric development; and

{3) a ceiling of $100,000 in tax savings per year to
any one person or firm."

Section 20. section 15-32-106, MCA, is amended to read:

"15-32-106. Procedure for obtaining benefit of
deduction or credit. Phe-department-of-revenue-shati-previde
ferms——on--which-a-taxpayer-may-appiy-for-a-eax-credit-under
+5-32-169+ The department of revenue shall approve a
deduction or credit under 15-32-103 er--i15-32-1#¥89 which
demonstrably promotes energy conservation or utilizes a
recognized nonfossil form of energy generation. The
department of revenue may refer a deduction or credit
involving energy generation to the department of natural
resources and conservation for its advice, and the

department of natural resources and conservation shall
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respond within 60 days. The department of revenue may refer
a deduction 9r credit invelving energy conservation to the
department of administration for its advice, and the
department of administration shall respond within 60 days.
The department of revenue may deny a deduction or credit

which it firds to be impractical or ineffective,"
Section 21. section 15-32-303, MCA, is amended to read:

"15-32-303. Deduction for purchase of Montana produced
organic fertilizer. In addition to all other deductions from
adjusted——-gross——individuni**incone—-aiieved——in——computing
baxubie-income—under;?ibie—iS7—chapber—-907--or-—frou gross

corporate income allowed in computing net income under Title

15, chapter 31, part 1, a taxpayer corporation may deduct

hts its expenditures for organic fertilizer produced in
Montana and used in Montana if the expenditure was nat

otherwise deducted in computing taxable income."

Section 22. section 15-32-402, MCA, is amended to read:

"15-32-402. Commercial investment credit -
wind-generated electricity. (1) An----tndividuats A
corporation, partnership, or small business corparation as
defined in 15-31-201 that makes an investment of §5,000 or
more in c¢ertain depreciable property qualifying under
section 38 of the Internal Revenue Code ef-19547-as-amendad;
for a commercial system located in Montana which generates

electricity by wmeans of wind power is entitled to a tax
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credit against taxes imposed by 15-36-183-or 15-3i-121 in an
amount equal to 35% of the eligible costs, to be taken as a
credit only against taxes due as a consequence of taxable or
net income produced by one of the folleowing:

{a) manufacturing plants located in Montana that
produce wind energy generating equipment;

(b} a new business facility or the expanded portion of
an existing business facility for which the wind energy
generating equipment supplies, on a direct contract sales
basis, the basic energy needed; or

{c) the wind energy generating equipment in which the
investment for which a credit is being claimed was made.

{2} For purposes of determining the amount of the tax
credit that may be claimed under subsection (1), eligible
costs include only those expenditures that qualify under
section 38 of the Internal Revenue Code sf-39547-as-amendeds
and that are associated with the purchase, installation, or
upgrading of:

{a) generating equipment;

{b} safety devices and storage components;

{c) transmission 1lines necessary to connect with
existing transmission facilities; and

(@) transmission lines necessary to connect directly to
the purchaser of the electricity when no other transmission

fEacilities are available.
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(3) Eligible costs under subsection (2) must be reduced
by the amount of any grants provided by the state or federal
government for the system.™

Section 23. section 15-33-106, MCA, is amended to read:

"15-33-106. Capital gains —- dividends exempted. Any
capital gains or dividend income realized by an-individual
er a corporation from an investment in an SBIC organized in
accordance with this part is exempt from taxation under the
provisions of Title 15, chaptars—38-and chapter 31."

Section 24. section 53-6-111, MCA, is amended to read:

"53-6—-111. Department

charged with general
administration of medical assistance -- adoption of rules to
punish fraud. (1) The department of social and

rehabjlitation services 1is hereby authorized and empowered
to administer and supervise a vendor payment program of
medical assistance under the powers, duties, and Efunctions
provided in chapter 2 of this title, as amended, and as
contemplated by the provisions of Title XIX of the federal
Social Security Act.

{2} The department shall adopt rules establishing a
system of penalties and sanctions applicable to providers of
medical assistance services and supplies who engage in
fraudulent, abusive, or improper activities. The department

shall define by rule those activities which are fraudulent,

abusive, or improper.
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(3) The penalties or sanctions imposed include but are
not limited to:

{a} regquired courses of education in the rules
governing the medicaid program;

{b) withholding of payments to offset previous improper
payments to a provider;

(c) suspension of payments to a provider pending
resolution of a dispute involving fraudulent, abusive, or
improper activities:

(d) suspension of participation in the program for a
specified pericd of time; and

{e) permanent termination of participation in the
medical agsistance program.

{4) The department ‘is entitled to recover from a
provider all amounts paid as a result of fraudulent,
abusive, or improper activities, together with interest at
the rakte set by ¥5-36-142 [section 10)] for tax deficiencies
from the date of such payment.

(5) 1In all cases in which a penalty or sanction may be
imposed, a provider is entitled to a hearing under the
provisions of Title 2, chapter 4, part 6.7

Section 25. Section 67-11-203, MCA, is amended to read:

»§7-11-303, Bonds and cbligations, (1) An authority may
borrow money for any of its corporate purposes and issue its

bonds therefor, including refunding bends, in such form and
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upon such terms as it may determine, payable out of any
revenues of the authority, including revenues derived from:

{a) an airport or air navigation facility or
facilities:

{b) taxes levied pursuant to 67-11-301 or other law Eor
airport purposes;

(c) grants or contributions from the Eederal
government; or

(d) other sources.

{2) The bonds may be issued by resolution of the
authority, without an election and without any limitation of
amount, except that no such bonds may be issued at any time
if the total amount of principal and interest to become due
in any year on such bonds and on any then outstanding bonds
for which revenues from the same gsource or sources are
pledged exceeds the amount of such revenues to be received
in that year as estimated in the resclution authorizing the
igsuance of the bonds. The authority shall take all action
necessary and possible to impose, maintain, and collect
rates, charges, rentals, and taxes, if any are pledged,
sufficient to make the revenues from the pledged source in
such year at least equal to the amount of such principal and
interest due in that year.

(3) The bonds may be sold at public or private sale and

may bear Iinterest as provided in 17-5-102, Except as
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otherwise provided herein, any bonds issued pursuant to this
chapter by an authority may be payable as to principal and
interest solely from revenues of the authority and shall
state on their face the applicable limitations or
restrictions regarding the source from which such principal
and interest are payable.

(4) Bonds issued by an authority or municipality
pursuant to the provisions of this chapter are declared to
be issued £for an essential public and governmental purpose
by a political subdivision within the meaning of

35-38-113¢+2¥te¥ [section 6(2){d)].

{5) For the security of any such bonds, the authority
or municipality may by resolution make and enter intoc any
covenant, agreement, or indenture and may exercise any
additional powers authorized to be exercised by a
municipality wunder Title 7, chapter 7, parts 44 and 45. The
sums required from time to time to pay principal and
interest and to create and maintain a reserve for the bonds
may be paid from any revenues referred to in this chapter,
prior to the payment of current costs of operation and
maintenance of the facilities.

{6) Subject to the conditions stated in this subsection
{6), the governing body of any municipality having a
population in excess of 10,000, with respect to bonds issued

pursuant to this chapter by the municipality or by an
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authority im which the municipality 1is included, may by
resolution covenant that in the event that at any time all
revenues, including taxes, appropriated and collected for
such bonds are insufficient to pay principal or interest
then due, it will levy a general tax upon all of the taxable
property in the municipality for the payment of such
deficiency; and may further covenant that at any time a
deficiency is likely to occur within 1 year for the payment
of principal and interest due on such bonds, it will levy a
general tax upon all the taxable property in the
municipality for the payment of such deficiency, and such
taxes are not subject to any limitation of rate or amount
applicable to other municipal taxes but are limited to a
rate estimated to be sufficient to produce the amount of the
deficiency. In the event more than cne municipality having a
population in excess of 10,000 is included in an authority
issuing bonds pursuant to this chapter, the municipalities
may apportion the obligation to levy taxes for the payment
of, or in anticipation of, a deficiency in the revenues
appropriated for such bonds in such manner as the
municipalities may determine. The resclution shall state the
principal amount and purpose of the bonds and the substance
of the covenant respecting deficiencies. No such resolution
becomes effective wuntil the question of its approval has

been submitted to the gualified electors of the municipality
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at a special election called for that purpose by the
governing body of the municipality and a majority of the
electors voting on the question have voted in favor thereof,
The notice and conduct of the election is governed, to the
extent applicable, as provided for municipal general
obligation bonds in Title 7, chapter 7, part 42, for an
election called by cities and towns, and as provided for
county general obligation bonds in Title 7, chapter 7, part
22, for an election called by counties. If a majority of the
electors voting thereon vote against approval of the
resolution, the municipality has no authority to make the
covenant ©or tc levy a tax for the payment of deficiencies
pursuant to this section, but such municipality or authority
may nevertheless issue bonds under this chapter payable
solely from the sources referred to in subsection (1)
above."

Section 26. section 19-3-105, MCA, is amended to read:

"19-3-105. Exempticon From taxes-and legal process. The
right of a person to a retirement allowance or any other
benefit under this chapter and the moneys in the fund
created under this chapter is nots

¢3¥ subject to execution, garnishment, attachment, or
any other processy

t24--subject-to-state;-countyr-or-municipai-taxes-execept

for-a-refund-patd-under~-19-3-703-0f-a-memberis-contributions

_43_.
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picked-up-by-an-empieyer-after—-Fune-307-19857-as-provided-in
$9-3-78%7-or

3> or assignable except as in this chapter
specifically provided."

Section 27. Section 19-4-706, MCA, is amended to read:

"19-4-706. Exemption from taxation-and legal process.
The pensions, annuities, or any other benefits accrued or
accruing to any person under the provisions of the
retirement system and the aceumulated contributions and cash
and securities in the various funds of the retirement system
are+

tiy--exempted-—-from——any-state;-county;-or-municipat-tax
of-the-state-of-Montana-except-for-a-withdrawai--patd--under
19-4-683-~of~-a--memberis—-contributions--picked——up--by-—an
emproyer-after-dune-387~+9857-as-previded-in-13-4-682;

+2+ not subject to execution, garnishment, attachment
by trustee process or otherwise, in law cocr equity, o©or any
other processs and

+3¥ unassignable except as specifically provided in

this chapter.,"

Section 28. section 19-5-704, MCA, is amended to read:

“19-5-704. Exemption from taxes-and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deducticons or the right of any of

these shati-be is exempt from any state-or-muniectipai-tax-and
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from levy, sale, garnishment, attachment, or any other
process whatscever and shati-be is unassignable excépt as
specifically provided in 19-5-705."

Section 29. Ssection 19-6-705, MCA, is amended to read:

"19-6-705. Exemption from taxes-and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these is+

ti}-—exampe-£rom—any-stater——countys--or--municipat-—-tax
except--for--a--refund-—patd--ender--19-6-483--cf-a-memberis
contributioans-pieked-up-by-an-empleyer-after—dJune-387--19855
as-provided-+n-9-6-4828+

+2% exempt from levy, sale, garnishment, attachment, ar
any other processs and

+3% is unassignable except as specifically provided in
19-6-706."

Section 30. sSection 19-7-705, MCA, is amended to read:

"19-7-705. Exemption from taxes—-and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any of
these is+

tit--—exempt--from-—any--state;—-county;-ar-municipat-tax
except-for-a-refund-patd-under--19-7-364{1}1-—cf--a--membar'ls
contributions--pisked-up-by-an-empieyepr-after—dune-38;-19857

as-provided-in-19-7-463+

_45__
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t2+ exempt from levy, sale, garnishment, attachment, or
any other process+ and

+3% is unassignable except as specifically provided in
19-7-706."

Section 31. Section 19-8-805, MCA, is amended to read:

"19-8-805. Exemption from taxes-and legal process. Any
money received or to be paid as a member's annuity, state
annuity, or return of deductions or the right of any cf
these is<

t1y-—exempt-from-any-state;——ecounty;——or—--municipei--tex
axcapt——for--a-—refund--paid--under-19-8-583-cf-the-nemberis
contributions-picked-up-by-an-emptoyer-afrer-dune-367--15857
as-provided-tn-19-8-582+

+2¥ exempt from levy, sale, garnishment, attachment, or
any other processs and

{t3¥ is wunassignable except as specifically provided in
19-8-806."

Section 32. Section 19-21-212, MCA, is amended to read:

*19-21-~212. Exemption from taxetieny legal process; and
assessments. All contracts, benefits, and contributions
under the opticnal retirement program and the earnings
thereon are:

tit-—exempt-fram-any—atater—county;-or-municipat-taxs

t2+(1) not subject to execution,

garnishment.,

attachment, or other process;
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)
t3)(2) not covered or assessable by an ingurance

guaranty association; and

t43(3) wunassignable except as specifically provided in
the contracts.™

Section 33. section 7-1~-2111, MCA, is amended to read:

"7-1-2111. Classification of counties. {1} For the
purpose of regulating the compensation and salaries of all
county officers, not otherwise provided for, and for fixing
the penalties of officers’ bonds, the counties of this state
must be classified according to that percentage of the true
and Full wvaluation of the property in the counties upon
which the tax levy is made, except for vehicles subject to
taxation under 61-3-504(2), as follows:

{a) first class--all counties having a taxable
valuation of $50 million or over;

(b) second class--all counties having a taxable
valuation of more than $30 million and less than $50
million;

(¢) third class--all counties having a taxable
valuation of more than 820 million and 1less than $30
million;

{d} fourth class--all counties having a taxable
valuation of more than §15 million and 1less than $20
million;

{e) fifth c¢lass--all counties having a taxable
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valuation of more than $10 million and Jless than $15
million;

(f) sixth class—-all counties having a taxable
valuation of more than $5 million and less than $10 million;

{g) seventh class--all counties having a taxable
valuation of less than $5 million.

{2) As used in this section, taxable wvaluation means
the taxable wvalue of taxable property in the county as of
the time of determination plus:

{a) that portion of the taxable value of the county on
December 31, 1981, attributable to automobiles and trucks
having a rated capacity of three-guarters of a ton or less:

{b) that portion of the taxable value of the county on
December 31, 1989, attributable toc automobiles and trucks
having a rated capacity of more than three—-guarters of a ton
but less than or equal to 1 ton:

{c) the amount of interim production and new production
taxes levied, as provided in 15-23-607, divided by the
appropriate tax rates described in 15-23-607(2){a) or {2)}(b)
and multiplied by 60%; and

{d) the amount of value represented by new production
exempted from tax as provided in 15-23-612 muitipiied--by
60%7——prus-the-value-of-any-othar-production—oceurring-nfeer
Becember-317-19887-muleiptied-by-60%."

Section 34, section 7-7-2101, MCA, is amended to read:

_48_.
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"7-7-2101. Limitation on amount of county indebtedness.
(1) No county may become indebted in any manner or for any
purpose to an amount, including existing indebtedness, in
the aggregate exceeding 23% of the total of the taxable
value of the property therein subject te taxation, plus the
amount of interim production and new production taxes levied
divided by the appropriate tax rates described in
15-23-607(2){a) or (2)(b} and multiplied by 60%, plus the
amount of value represented by new production exempted from
tax as provided in 15-23-612 multipiied-by-60%;-pius-the
vaiue-of-any-other-production-seecurring-after—-bBecember--3y
$988;-~-muttiptied--py~-66%, as ascertained by the last
assessment for sState and county taxes previous to the
incurring of the indebtedness.

(2) Mo county may incur indebtedness or liability for
any single purpose to an amount exceeding $500,000 without
the approval of a majority of the electors thereof voting at
an election to be provided by law, except as provided in
7-21-3413 and 7-21-3414.

{3) Nothing in this section shall apply to the
acquisition of conservation easements as set forth in Title
76, chapter 6."

Section 35. sSection 7-7-2203, MCA, is amended to read:

n7—7-2203., Limitation on amount of bonded indebtedness.

(1) Except as provided in subsections (2) through {4}, nc

—-49-
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county may issue general obligation bonds for any purpose
which, with all cutstanding bonds and warrants except county
high school bonds and emergency bonds, will exceed 11.25% of
the total of the taxable value of the property therein, plus
the amount of interim production and new production taxes
levied divided by the appropriate tax rates described in
15-23-607(2)(a) or {2)(b) and multiplied by 60%, plus the
amount of value represented by new production exempted from
tax as provided in 15+23-612 muitipiied--by--68%y-——pius——the
vatue-—of--any-other-production-oceurring-after—-december-337
19887-muitipiied-bhy-68%, to be ascertained by the last

assessment for state and county taxes prior to the proposed

issuance of bonds.

(2} 1In addition to the bonds allowed by subsection (1),

a2 county may issue bonds which, with all outstanding bonds

and warrants, wilil not exceed 27.75% of the total of the

taxable value of the property in the county subject to

taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
described in 15-23-607(2)(a) or (2)(b) and multiplied
60%,

by
plus the amount of value represented by new production
exempted from tax as provided in 15-23-612 multipiied--by
68%, when necessary to do 50, pius-the-vajuve-af-any-cther
production-occurring-after-Becember-31;-198B7-~muteipiied--by

68% for the purpose of acquiring land for a site for county
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high school bu.ldings and €for erecting or acquiring
buildings thereon and furnishing and equipping the same for
county high school purposes.

{3) In addition to the bonds allowed by subsections (1)
and (2}, a county may issue bonds for the construction or
improvement of a jail which will not exceed 12.5% of the
taxable value of the property in the county subject to
taxation.

{4} The 1limitation in subsection {1) does not apply to
refunding bonds issued for the purpase of paying or retiring
county bonds lawfully issued prior to January 1, 1932, or to
bonds issued for the repayment of tax protests lost by the
county.”

Section 36. section 7-14-2524, MCA, is amended to read:

"7-14-2524. Limitation on am>unt of bonds issued --
excess void. (1} Except as otherwire provided hereafter and
in 7-7-2203 and 7-7-2204, a county may not issue bonds
which, with all ocutstanding bonds and warrants except county
high school bonds and emergency bonds, will exceed 11.25% of
the total of the taxable value of the property therein, plus
the amount of interim production and new production taxes
levied divided by the appropriate tax rates described in
15-23-607(2){(a) or {2)(b) and multiplied by 60%, plus the
amount of value represented by new production exempted Lrom

tax as provided in 15-23-612 muitipited--by--60%;--piua-—the

-51—

11
12
13
14
15
16
17
8
19
20
21
22
23
24

25

LC 1708/0L

vatue-—aof--any—other-produetion-occurring-after-bPecember-3ty
$5887-mettipiied-by-68%. The taxable property and the amount
of interim production and new production taxes levied must
be ascertained by the last assessment for state and county
taxes prier to the issuance of the bonds.

(2) A county may issue bonds which, with all
outstanding bonds and warrants except county high school
bonds, will exceed 11.25% but will not exceed 22.5% of the
total of the taxable value of such property, plus the amount
of interim production and new production taxes levied
divided by the appropriate tax rates described in
15-23-607(2)(a) or (2)(b) and multiplied by 60%, plus the
amount of value represented by new production exempted from
tax as provided in 15-23-612, plus-the-valuve--of--any--other
produetion-—eceurring-after-pacember-317-19885y-mutsipiied-by
68% when necessary for the purpose of replacing, rebuilding,
ot repairing county buildings, bridges, or highways which
have been destroyed or damaged by an act of God, disaster,
catastrophe, or accident.

{3) The value of the bonds issued and all other
cutstanding indebtedness of the county, except county high
school bonds, shall not exceed 22.5% of the total of the
taxable value of the property within the county, plus the
amount of interim production and new production taxes levied

divided by the appropriate tax rates described in
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15-23-607({2){a) or (2}(b) and multiplied by 60%, plus the
amount of value represented by new production exempted from
tax as provided in 15-23-612, pius-the-vaine--of--any--other
produstion--occurring-after—-Becember-317-15887-muitiptied-by
6B%7 as ascertained by the last preceding general
assessment ., "

Section 37. sSection 7-14-2525, MCA, is amended to read:

*7-14-2525. Refunding agreements and refunding bonds
authorized. (1) Whenever the total indebtedness of a county
exceeds 22.5% of the total of the taxable value of the
property therein, plus the amount of interim production and
new production taxes levied divided by the appropriate tax
rates described in 15-23-607(2)(a) or {2)(b) and multiplied
by 60%, plus the amount of value represented by new
production exempted from tax as provided in 15-23-612
mattipited-—-by-~60%7—-plus-the-vatne-of-any-other-production
occurring-after-Becembear-31;-19887-mutbiptied-—by--68%, and
the board determines that the county is unable to pay the
indebtedness in Eull, the board may:

{a} negotiate with the bondholders for an agreement
whereby the bondholders agree to accept less than the full
amount of the bonds and the accrued unpaid interest thereon
in satigfaction thereof;

{b) enter into such agreement;

(=3] issue refunding bonds for the amount agreed upon.
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{2) These bonds may be issued in more than one series,
and each series may be either amortization or serial bonds.

(3) The plan agre=ed upon between the board and the
bondholders shall be embodied in full in the resolution
providing for the issue of the bonds.”

Section 38. Section 7-16~2327, MCA, is amended to read:

%7-16-2327. Indebtedness for park purposes. {1} Subject
to the provisions of subsection (2), a county park board, in
addition to powers and duties now given under law. has the
power and duty to contract an indebtedness in behalf of a
county, upon the credit therecf, for the purposes of
7-16-2321(1) and (2).

{(2) (a) The total amount of indebtedness authorized to
be contracted in any form, including the then-existing
indebtedness, must not at any time exceed 13% of the total
of the taxablie value of the taxable property in the county,
plus the amount of interim production and new production
taxes levied divided by the appropriate tax rates described
in 15-23-607{2)(a) or {2)(b) and multiplied by 60%, plus the
amount of value represented by new production exempted from
tax as provided in 15-23-612, pius-the-valve-cf-any-other
production-aceurring-after-decemper-317-19887-muktipliied—-by
68%y as ascertained by the last assessment for state and
county taxes previous to the incurring of the indebtedness.

{b) No money may be borrowed on bonds issued for the
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purchase of laads and improving same Eor any such purpose
until the proposition has been submitted to the vote of
those qualified under the provigsions of the state
constitution to vote at such election in the county affected

thereby and a majority vote is cast in favar thereof."

Section 39. section 15-1-501, MCA, is amended to read:

"15-1-501. Disposition of money from certain designated
license and other taxes. (1) The state treasurer shall
deposit to the credit of the state general fund all money
received by him from the collection of:

(a) fees from driver's licenses, motorcycle
endorsements, and duplicate driver's licenses as provided in
61-5-121;

(b} electrical energy producer's Llicense taxes under
chapter 51:;

{c) severance taxes allocatad to the general fund under
chapter 36;

(@) 1liquor license taxes under Title 16;

(e) telephone company license taxes under chapter 53;
and

{f} inheritance and estate taxes under Title 72,
chapter 16.

{2} All money received from the collection of income
taxes under chapter 30 of this title must be deposited as

follows:
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(a) 57% in Ffiscal vyear 1990 and 50% in fiscal year
1991, to the credit of the state general fund;

(b) 9.8% in Ffigcal year 1990 and 8.7% in fiscal year
1991, to the credit of the debt service account Ecor
leong-range building program bonds as described in 17-5-408;
and

{c) 33.2% in fiscal year 1990 and 41.3% in fiscal vyear
1951, to the credit of the state special revenue fund for
state equalization aid to the public schools of Montana asg
described in 20-9-343.

(3) All money received from the c¢ollection of
corporation license and income taxes under chapter 31 of
this title, except as provided in 15-31-702, must be
depesited as follows:

(a) 64% in Ffiscal year 1990 and 61l% in fiscal year
1991, to the credit of the state general fund;

(b) 11% in fiscal year 1990 and 10.5% in fiscal year
1991, to the credit of the debt service account for
long-range building program bonds as described in 17-5-408;
and

(¢) 25% in fiscal year 1990 and 28.5% in Ffiscal vyear
1991, to the credit of the state apecial revenue fund for
state equalization aid to the public schoals of Montana as

described in 20-9-1343,

(4) The state treasurer shall also deposit to the
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credit of the state general fund all money received by him
from the collection of license taxes, fees, and all net
revenues and receipts from all other sources under the
operation of the Montana Alcoholic Beverage Code.

{S) After the distribution provided for in 15-36-112,
the remainder of the o0il and gas severance tax collections
must be deposited in the general fund."

Section 40. sSection 15-6-132, MCA, is amended to read:

"15-6-132. Class two property -— description -- taxable
percentage. {1) Class two property includesy

{a) the annual gross proceeds of metal mines;

(b) the annual gross proceeds of underground coal

mines; and

{c) the annual gross proceeds of coal mines using the

strip-mining method.

(2) Class two property is taxed as follows:

{a) Property described in subsection (l){a) is taxed at

3% of its annual gross proceeds, as defined in 15-23-801.

{b) Property described in subsection (1){b} is rtaxed at

33 1/3% of its annual gross proceeds.

(c) Property described in subsection {l)(c) is taxed at

45% of its annual gross proceeds.”

Section 41. Section 15-23-601, MCA, is amended to read:
n"15-23-601. Definitions. As used in this part, the

foliowing definitions apply:
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{1} "Excise tax" means the windfall profit tax on
domestic crude oil imposed by Title I of the federal Crude
0il Windfall Profit Tax Act of 1980, as enacted or as
amended.

(2) "Interim production" means the production of
natural gas, petroleum, or other crude or mineral oil from
any well that:

{a) has not produced natural gas, petroleum, or other
crude or mineral oil during the 5 years immediately
preceding the first month of interim production; and

{b) Dbegan interim producticn after June 30, 1985, and
before April 1, 1987,

{(3) The term "new production®” means the production of
natural gas, petroleum, or other crude or mineral ¢il Efrom
any well:

{a) that has not produced natural gas, petrocleum, ar
other crude or mineral oil during the 5 vyears immediately
preceding the first month of gualified new production; and

{(b) on which the notification required in *5-36-12%{2}
15-23-612{1})} was given.

{4} The rerms "operator® and "producer" mean any person
who engages in the business of drilling for, extracting, or
producing any natural gas, petroleum, or other crude or

mineral oil.

{5) The term "well" includes each single well or group

~58-



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

25

Lc 1708/01

of wells, including dry wells, in one field or production
unit and under the control of one operater or producer.”
Section 42. sSection 15-23-602, MCA, is amended to read:
"18-23-602. Statement of sales proceeds on interim
preduetion-and-new production. (1) As Except as provided in
subsection (2), each operator or producer of intssim
preduction-or-new-productien-of natural gas, petroleum, or

other crude or mineral oil shall, on or before April 15 in

each year, make out and deliver to the department of revenue
a statement of the gross sales proceeds of interim
production--er--new-preduction-of natural gas, petroleum, or
other crude or mineral oil from each well owned or worked by

the person during the preceding calendar year. The gross

sales proceeds must be determined bv multiplying the units
of production sold from the well times the royalty unit
value of that production at the well. The statement must be
in the form prescribed by the department and must be
verified by the oath of the operator or producer or the
manager, superintendent, agént, president, or vice-president
of the corporation, association, or partnership. The
statément must show the following:

(4) the name and address of the operator, together with
a list in duplicate of the names and addresses of any
persons owning or claiming any royalty interest in the

production from the well or the proceeds derived from the
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sale of the production, and the amount paid or yielded as
royalty to each of those persons during the period covered
by the statement;

{b) the description and location of the well:

{c) the number of cubic feet of natural gas, barrels cf
petroleum or other crude or mineral oil scold from the well
during the period covered by the statement; and

(d) the gross sales proceeds in dollars and cents or,
in the case of sales between parties not acting at arm's
length, the greater of the gross sales proceeds from or the
fair market value of the products sold; and

(e) except for new production as defined in 15-23-601:

(i) the actual cost of extracting the product from the

well;

{ii) the cost of construction, repairs, and betterments;

(iii) the actual cost of fire insurance and workers'

compensation insurance; and

{(iv) the amount paid or withheld in satisfaction of

liability For excise taxes imposed by the United States

government on_ the production, sale, o©or removal of the

naturtal gas, petrocleum, o©or other crude or mineral oil

reported pursuant to subsection (l)(c), including a separate

statement of the amcunt of taxes paid or withheld from each

royalty owner,

(2) Each operator having interim production or new
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production as defined in 15-23-601 shall, on or before the
last day of the months of October, January, April, and July,
make out and deliver ta the department of revenue a
statement of the gross sales proceeds of the interim
production or new production from each well owned or worked
by the person during the preceding calendar quarter. The
statement must be in the form prescribed by the department
and verified as provided in subsection {1). The statement
must show the information reguired in subsections (1){a}
threugh (1)(g)."

Section 43. Section 15-23-603, MCA, is amended to read:

"15-23-603. Net proceeds -- how computed. (1) As Except
as provided in subsection {2% (3}, the department of revenue
shall calculate and compute from the returns the gross sales
proceeds of the product yielded from the well for the year
covered by the statement and shall calculate the net
proceeds of the well yielded to the producer, which net
proceeds are determined by subtracting from the gross sales
proceeds of the well:

{a) all royalty paid in cash by the operator or
producer and the gross value of all royalty apportioned in
kind by the operator or producer determined by using as the
value of a barrel of oil or a cubic foot of gas the average
selling price for the calendar year of a barrel of oil or a

cubic foot of gas from the well out of which the royalty was

-61_
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paid;

(b) all money spent for necessary labor and machinery

needed and used in the operation and development:

{c) except as provided in subsection (5}, all money

spent for necessacy supplies used in the operation and

development;

{d) all money spent for improvements, repairs, and

betterments necessary in and about the working of the well;

{e) that portion of all money, including costs of

insurance, spent for the acquisition and operation of any

vehicle used in the operation and development of the well,

which porticon bears the same ratio to all money spent for

the acquisition and use of the vehicle during the year

covered by the statement as the number of miles that the

vehicle is used in operation and development of the well

during the year covered by the statement bears to the total

,number of miles that the vehicle is used during the year

covered by the statement;

(f) all money spent for fire insurance, workers'

compensation insurance, liability insurance, and casualty

insurance directly attributable to the operation and

development of the well and for payments by operators to

welfare and retirement funds when provided for in wage

contracts between operators and emplovees;

(g9) all money spent for any performance or indemnity

-62-



v m N

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

25

LC 1708/01

bonds required b' the laws of this state or the rules of any

state agency, with respect to the well for which the net

proceeds are being calculated;

{(h) 70% of the amount paid or withheld in satisfaction

of liability For excise taxes imposed by the United States

government on the preduction, sale, or remgval of the

natural gas, petroleum, ocr other crude or mineral oil

yvielded from the well, other than the amount of the taxes

paid or withheld from each rovalty owner; and

(i) net proceeds determined under subsection (3).

(2) Except as provided in [section 60], money invested

in the well and improvements during any year except the year

for which the statement is made may not be included in the

expenditures listed in subsection (1), and the expenditures

may not include the salaries or_ary portion of the salaries

of any person or officer not actually engaged in the working

of the well or superintending the management cf the well.

t23{3) For interim production or new production, net
proceeds are the equivalent of the gross sales proceeds,
without deduction for excise taxes, of the product yielded
from the well for the quarter covered by the statement,
except that in computing the total number of barrels of
petroleum and other mineral or crude oil or cubic feet of
natural gas produced, there must be deducted so much of the

product as is used in the operation of the well from which
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the petrolieum or other mineral or crude oil or natural gas
is produced for pumbing the petroleum or other mineral ar
crude 0il or natural gas from the well to a tank or
pipeline.

+3¥(4) In the statement of sales proceeds required
under 15-23-602 for lease or unitized areas from which
interim or new production and other production have been

sold, the deductions allowed in subsections (1){b} through

(1){h) must be prorated on the basis of the number of

barrels of interim and new production of oil or cubic feet
of interim or new production of gas must-bes-segregated-from
and-stated-separmbety-from to the number of barrels of other
production of 0il or cubic feet of other production of gas.

t4¥(5) 1In calculating the deduction for money expended
for necessary chemical supplies needed and wused in a
tertiary recovery project approved by the department of
revenue, as provided in 15-36-101, the department shall
require that the necessary chemical supplies, which include
but are not limited to carbon dioxide supplies, be amortized
over a 10-year period beginning with the year in which the
money was expended.”

Section 44. gSection 15-23-605, MCA, is amended to read:

"15-23-605. Assessment of royalties. (1) The amount of
royalty received tn-eash-paid-by-the--aparator--sr~--preducer

and——the——gres5-—vaiue—of—aik“reynity—nppottiosed—in—kind~by
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the-spepatar-sr-—producer—decarmined-by-using-as—the-vatoue-of
a-barrei-of-oit-or-a-cubic-foot-of-gas-the-—average-—-seiiing
price--for—--¢the--catendar-year-sf-a-bharvet-of-ait-or-a-cubie
foot-of-gas-from-the-weii-out—of-which-the-reyatty-was-paid,

valued as provided in 15-23-603(1)(a), less 70% of the

amount of excise taxes paid by or withheld from the royalty

owner as reported pursuant to 15-23-602{1)(e){iv)}, must be

considered net proceeds to the recipient and must be
assessed as follows: upon receipt of the lists or schedules
setting forth the names and addresses of any persons owning
or claiming royalty and the amount paid or yielded as
royalty to the royalty owners or claimants during the year
for which the return is made, the department of revenue
shall proceed to assess and tax the same as net proceeds of

mines.

{2} Net proceeds for new production, as defined in

15-23-601, includes royalties received without the deducticn

for excise taxes.”

Section 45. sSection 15-23-607, MCA, is amended to read:
"15-23-607. County assessors to compute taxes. (1)
Immediately after the board of county commissioners has
fixed tax levies on the second Monday in August, the county
assessor shall, subject to the provisions of 15-23-612,
compute the taxes on net proceeds, as provided in subsection

(2) of this section, and royalty assessments and shall
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deliver the book to the county treasurer on or before
September 15, The county treasurer shall proceed to give
full notice of the assessments to the operator and shall
collect the taxes as provided by law.

(2) For interim production or new preduction, as
defined in 15-23-601, the county assessor may not levy or
assess any mills against the value of the interim production
or new producticn, but shail instead levy a tax as follows:

(a) for interim production or new preduction of
petroleum or other mineral or crude ¢il, 7% of net proceeds,
as described in 15-23-603¢2¥(3): or

(b} far interim production or new production of natural
gas, 12% of net proceeds, as described in 15-23-603¢23%(3).

(3) The amount Of tax levied in subsections (2)(a) and
{2)(b), divided by the appropriate tax rate and multiplied
by 60%, must be treated as taxable value for county bonding
purposes.

{4) The taxable value of net proceeds for the purpose
of computing guaranteed tax base aid for schools is the
amount of tax received by a district in the previous year
divided by the number of mills levied by the district in the
previous year, muiltiplied by 1,000. This amount must be
added te the district, county, and statewide taxable value
when computing guaranteed tax base aid under 20-9-368.

(5) The cperator or precducer is liable for the payment

-66-
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of the taxes that, except as provided in 15-16-121, are
payable by and must be collected from the operators in the
same manner and under the same penalties as provided for the
collection of taxes upon net proceeds of mines. However, the
operator may at his option withhold from the proceeds of
royalty interest, either in kind or in money, an estimated
amount of the tax to be paid by him upon the royalty or
royalty interest. After the withholding, any deviation
between the estimated tax and the actual tax may be
accounted for by adjusting subsequent withheldings from the
proceeds of royalty interests.”

Section 46. section 15-23-612, MCA, is amended to read:

"15-23-612. Certain natural gas, petroleum, or other
crude or mineral oil exempt. (1) New production, as defined

in 15-23-601, from a well during the Ffirst 12 months

immediately following the datr ofF notification tou the

department of revenue that an oil well is flowing or being

pumped or that a gas well has been connected to a gathering

or distribution system is exempt Erom the net proceeds tax

imposed by this part fer-the—-first-iz-months-following-the
tase—-day-of-the-catendar--month-—-immediatety-~-preceding—-the
menth-in-whieh+

tay-——naturat---—gas-——is---piaced---inte--a—-naturat-—gas
distributton-system:-or

tby--production-for-sate-from-a-erude-sit-or-minerat-ott
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wett~-is-pumped-or-fiews if the notification was made after

March 31, 1987, and before July 1, 1991.

{2y After the expiration of the 1l12-month exemption
period provided in subsection (1), new production of natural
gas, petroleum, or other crude or mineral oil is subject to
net proceeds tax imposed by this part.

{3) Notwithstanding the provisions of subsections (1}
and (2), all reporting requirements under the net proceeds

tax remain in effect.”

Section 47, section 15-23-703, MCA, is amended to read:

*15-23-703. Taxation of gross proceeds -—--taxable-vatue
for--bonding-and guarantecd-tax—base—aid-te—scheois. {3 The
county assessor shall compute from the reported gross
proceeds from coal a tax roll that he shall transmit to the
county treasurer on or before September 15 each year. The
county-assessor-may-not—levy-or—-asseass-any-mitis-against-che
reported-gross-proceeda-of-coal-but-shati-tevy-a-tax--of--5%
agarnst-the-vatue-of-the-reported-gross—-proceeds-as-provided
in——-315-23-783{1¥td¥y+ The county treasurer shall proceed to
give full notice to each coal producer of the taxes due and
to collect the taxes as provided in 15-16-101.

+2% Por--bondingy-county-ctassificationy-and-alti-nsneax
purposesy-the-taxable-vatue-of-the-gross-proceeds-of-coni-is
45%-af-the-cantract-aates-pricea-as-defined-+n-1+5-35-1024¢53<

t3y--The-taxabie-vaine-af-grasa-proceeds-for-the-purpese

—6£8—
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cf-computing-quaranteed-tax-base—-pid--for--scheois--is——the
ameunt--of--tax--received-by-a-diskrict—in-the-previous-year
divided~by—the—number-eé*mii}s—ievied-by—the—disbrict—in-the
previaus—yearT—muitipiied-by--ifsesf--?his-~amount——mu=t——be
added--to--the-distriet7-county;-and-statewide-taxabie-vaiue
when-computing-guaranteed-tax—base-aid-under-28-9-368~<
ft}-—?he-—caunty——treasnre:——shai&——eeedit-——aiimﬂ-taxes
coliected-under—this-pares
+a}-—to—-the-stnte—and—to—the—ceunties-that—ievied-miiis
against—prcéuction-%n-bhe—reiative—proportious——fequireé——by
the-~tevies-far—-stakre-and-county-purposes-in-the-same-manner
as—properby—taxea—wefe—distribubed—in—the—yeat—iaes——in-—the
taxing-furisdieeions-and
fb&-—te——schooi~~distriees—-in——the——county——that—eéther
}ev&ed-mii}s-against—p:educt&on-er—used*nontsx—revenne7~such
as-Pubiie-haw-81-874-moneyr—in-tien-of-ltevying-mitis-againse
productian;-in-the-same-manner-th=t~prcperty-taxes—co}}ected
or—preperty-taxe:—that-wauid-have-been—ceiiected—wouid--have
been-distributed-in-1989-in-the-schoot-diseriee="
Section 48. sSection 15-36-101, MCA, is amended to read:
*15-36=-101. Definitions and rate of tax -—--—state
severanee-—tax———~-- tocai-—government---severance-——kax—— ="
assessment—-af--nonworking-—interest-owner--——exempeion. (1)
Every person engaging in or carrying on the business of

producing petroleum, other mineral or crude oil, or natural
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gas within this state or engaging in or carrying on the
business of owning, controlling, managing, 1leasing, ot
operating within this state any well or wells from which any
merchantable or marketable petroleum, other mineral or crude
©0il, or natural gas is extracted or produced shally-except
as-provided-in-15-36-3217y each year when engaged in or
carrying on the business in this state pay to the department
of revenue a state severance tax for the exclusive use and
benefit of the state of Montana pius--a--iecai--government
severance——tax-—in--rieu--of--g--tax-on-ner-proceeds-for-che
excltusive-use—and~-benefit-of--itocat--governmenk--—-Except-—-as
prorvided-—-in-subsection-{t3yy-the-—spate-severance-tax-and-the

focai-government-severance—-tax-are-as-foiiows, computed at

the following rates:

{a) except as provided in subsections (1l)(b)s and
{1){c). aﬁd—f&jfd}7-a 5% state-severance-tax-on of the total

gross taxable wvalue of all the petroleum and other mineral

or crude oil produced by the persony--pius--the—-tocat

government-severance-tax—of-8-4%-on-the-gross—-taxable--vaine
of-att-the-peeroteum-and-other-minerat-or-erude-oil-produced
by---the-~-persen-—other-~than--interim--production--and--new
produetieny from each lease or unit; but in determining the
amount of the astate severance tax and-iocai-government
savyarance-tax,

there must be excluded from consideration all

petroleum or other crude or mineral oil produced and used by

-0~
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the person during the year in connection with his operations
in prospecting for, developing, and producing the petroleum

or c¢rude or mineral oil;

(b) & except as provided in section 15-36-121(1), 2.65%

state--severance-—tax-sn of the total gross taxable value of
all natural gas produced by the personr--pius--ehe--iocal
government--severance——tcx——aE--tSriS!——en——ehe—-bebui—gress
taxabie-vaiue-cf-zii-naturat——gas—-producad—-by-—the--person
sther~-than--interim-praduction-or-new-productiony from each
lease ar unit; but in determining the amount of the--stace
severance tax and-the—iocal-government-severance—tax, there
must be excluded from consideration all gas produced and
used by the person during the year in connection with his
operations in prospecting for, developing, and producing the
gas or petroleum or crude or mineral oil; and there must
also be excluded from consideration all gas, including
carbon dioxide gas, recycled or reinjected into the ground;
(c) & 2.5% state-severance-tax-on 9£ the Ltotal gross
taxable value of the incremental petroleum and other mineral
or crude o©0il produced by the persony—-plus--the—-toecal
qcvernment--:everanee--tax-~oE—5%~on—the-totai—groas—taxabie
vaine-pf-the-inerementat-—-petroteum—-and--other——minerat--or
crude-——oii——produced--by——the--person--other——than——énterim
preduction-and-new-productiony from each lease or unit in a

tertiary recovery project after July 1, 1985. For purposes
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of this section, a tertiary recovery project must meet the
following requirements:

{i) the project must be approved as a tertiary recovery
project by the department of revenue. The approval may be-
extended only after notice and hearing in accordance with
Title 2, chapter 4.

{ii) the property to be affected by the project must be
adequately delineated according to the specifications
required by the department; and

{iil) the project must involve the application of one or
more tertiary recovery methods that <c¢an reasonably be
expected to result in an increase, determined by the
department to be significant in light of all the facts and
circumstances, in the amount of crude oil which may
potentially be recovered. For purposes of this section,
tertiary recovery methods include but are not limited to:

{A) miscible fluid displacement;

{B) steam drive injection;

{C) micellar/emulsion flooding;

(D) in situ combustion;

(E}) polymer augmented water flooding:

(F) cyclic steam injection:

(G) alkaline or caustic flooding;

(H) carbon dioxide water flooding;

(I} immiscible carbon dioxide displacement; or

-7 2-
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(J) any other method approved by the department as a
tertiary recovery method.

td}--a--5%--incat--government—saveranse-tax-en—the-total
gress-raxabte-vatue-of-aii-petroteom-and--othear—-minerai--s¢
crude--oti-praduced-by-the-parson-other-than-interim-and-new
production-produced--by--a--seripper—-weil;-—as--defined-—in
35-36-12%~

(2) Fror purposes of this section, the term "incremental
petroleum and other mineral or crude cil" means the amount
of oil, as determined by the department of revenue, to be in
excess of what would have been produced by primary and
secondary methods. The determination arrived at by the
department must be made only after notice and hearing and
shall specify through the 1life of a tertiary project,
calendar year by calendar year, the combined amount of
primary and secondary production that must be used to
establish the incremental production from each lease or unit
in a tertiary recovery project.

t3I¥-——ftay-A-tocal-govarnment-severance-tax—is-imposed--on
the——gro:a—Tvatue——peéd——in—cash—ar-npportioned—in—kind—to*a
nenwsrking-tnterest—awner-by-the——operator--or--producer—-of
extracted--marketabie-petroteums-other-mineral-or-crudea-ait;
ar-naturat-gas—subject-ro-iocat-gavernment-—severance——taxes
impossd-—under--this-chapter--Fhe-tecat-government-saverance

tax--on--nonwsrking—-interest-—awners--is--computed--at-—-the
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fotiowing-rakess
t£4--12:5%~-on——the-~gross-~vaiwve--patd---in-—-cash---or
appertioned-—in-—kind--to-B-nonvoarking-interast-awner-by-the
eperatar-cr-producer-of-extracced-marketabie——petroieum——anéd
other-minerat-or-crude-otis
t1i4-35725%—-—-on———-the-—gress--vatue--patd--in-—-cash--or
appartioned-in—kind-te-a-nonworking—interest--owner--by——the
operstor~or-producer—-of-exeracted-or-markerabie-naturat-gas<
thy-—Fhe--—amounts—--patd--or—-apportioned--in--kind--te
nonworking--interest--owners-—-are--exempt-—-from--the---ioecai
government--severance——tares-—impesad-under-15-36-312:{t2y-and
sndevr-snbsectiona-{tiytatr-throngh-ti+dy-of-this-seectiens
t4¥({3) Nothing in this part may be construed as
requiring laborers or employees hired or employed by any
person ko drill any oil or natural gas well or to work in or
about any ©il or natural gas well or prospect or explore for
or do any work for the purpose of developing any petroleum,
other mineral or crude o0il, or natural gas to pay the
severance tax, nor may work done or the drilling of a well
or wells for the purpose of prospecting or exploring for
petroleum, other mineral or crude oil, or natural gas or for
the purpose of developing them be considered to be the
engaging in or carrying on of the business. If, in the doing
of any work, in the drilling of any oil or natural gas well,

or 1in prospecting, exploring, or development work, any

—-74-
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merchantable or marketable petroleum, other mineral or crude
0il, or natural gas in excess of the gquantity required by
the person for carrying on the operation is produced
sufficient in quantity to justify the marketing of the
petroleum, other mineral or crude oil, or natural gas, the
work, drilling, prospecting, exploring. or development work
is considered to be the engaging in and carrying on of the
business of producing petroleum, other mineral or crude oil,
or natural gas within this state within the meaning of this
section.

t5)¥(4) Every person required to pay the state-or-—toeat
government severance tax under this section shall pay the
tax in full for his own account and for the account of each
of the other owner or owners of the gross proceeds in value
or in kind of all the marketable petroleum or other mineral
ar crude o0il or natural gas extracted and produced,
including owner or owners of working interest, royalty
interest, overriding royalty interest, carried working
interest, net proceeds interest, production payments, and
all other interest or interests owned or carved out of the
total gross proceeds in value or in kind of the extracted
marketable petroleum or other mineral or crude oil or
natural gas, except that any of the interests that are owned
by the federal, state, county, or municipal governments are

exempt from taxation under this chapter. Unless otherwise
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provided in a contract or lease, the pro rata share of any
royalty owner or owners will be deducted from any
settlements under the lease or leases ot division of
proceeds orders or other contracts.

t63(5) For purposes of this section, the--foliswing
definttions-appiys

tay "Broas gross taxable value" means the gross value
of the product as determined in 15-36-103 iess--the--gross
vaituve--patd-—in--cash-or-apportioned-in-kind-to-a-nonwerking
interest-owner-by-the—-aperator--or—-producer-—of-—extracted
mariketabie-petroteum;-athar-minerai-er-cruade—oit;-or-narurat
gas<c

th}-—~“Nonworking--interest--owner®--means——any--interest
owner——-who--does-—not-share-in-the-development-and-speration
costas~sf-the-tease-or-unike.*

Section 49. section 15-36-102, MCA, is amended to read:

*15-36-102. Quarterly payment of tax ---deiayed-payment
of-iocat-govermment-severance-tax. {i¥-Except-as-provided-in
subsection-{247 The severance tax must be paid in Quarterly
installments for the quarterly periods ending, respectively,
March 31, June 30, September 30, and December 31 of each
year, and the amount of the tax for each quarterly pericd
must be paid to the department of revenue within 60 days
after the end of each quarterly period.

t2}-~botat-government-severance~-tax—-must-—be~-patd--in

~-76~-
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quarteriy——instatiments-i-year-after-the-end-of-each—quarter
for—-which—-a-—statement-—is--compieted---as—--required---by
15-36-185="

Section 50. section 15-36-105, MCAR, is amended to read:

"15-36-105. Statement to accompany payment -- records
-— collection of tax — refunds. (1) Each person shall,
within 60 days after the end of each following Quarter,
complete on forms prescribed by the department of revenue a
statement showing the total number of barrels of
merchantable or marketable petroleum and other mineral or
crude oil or cubic feet of natural gas produced or extracted
by the person in the state during each month of the quarter
and during the whole gquarter, the average value of the
production during each month, and the total value of the
production for the whole guarter, together with the total
amount due to the state as severance taxes and-local
gasverament-severance-taxes for the quarter, and shall within
such 60 days deliver the statement and, except as provided
in 15-36-:@2¢2}-—and 15-36-121, pay to the department the
amount of the taxes shown by the statement to be due to the
state for the quarter for which the statement is made. The
statement must be signed by the individual or the president,
vice-president, treasurer, assistant treasurer, Ot managing
agent in this state of the association, corporation,

joint-stock company., or syndicate making the statement. Any
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person engaged in carrying on business at more than one
place in this state or owning, 1leasing, controlling, or
operating more than one oil or gas well in this state may
include all operations in one statement. The department
shall receive and file all statements and collect and
receive from the person making and filing a statement the
amount of tax payable by the person, if any, as appears in
the statement.

(2) It is the duty of the department to examine each of
the statements and compute the taxes therecn, and the amount
computed by the department is the tax imposed, assessed
against, and payable by the taxpayer making the statement
for the guarter for which the statement is filed. 1f the tax
found to be due is greater than the amount paid, the excess
must be paid by the taxpayer to the department within 10
days after written notice of the amount of the deficiency is
mailed by the department to the taxpayer. If the tax imposed
is less than the amount paid, the difference must be applied
as a credit against tax liability for subsequent quarters or
refunded if there is no subsequent tax liability.

{3) If the tax is not paid on or before the due date,
there must be assessed a penalty of 10% of the amount of the

tax, wunless it is shown that the failure was due to

reasgnable cause and not due to neglect. If any tax under

this chapter is not paid when due, interest must be added to
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the tax at the rate of 1% a month or fraction thereof,
computed on the total amount of severance tax and penalty
from the due date until paid.”

Section 51. sSection 15-36-112, MCA, is amended to read:

"15-35-112, Disposition of oil and gas state-and-tocat
government-severance taxes ~~-catculation-ef-untt-vaive-—for
iseni-government—-severance—tax. (1) Each year the department
of revenue shall determine the amount of tax collected under
tnis chapter from within each taxing-unit county.

(2) Per---purposma---of-—-the--~distribution--ef--locat
geveranene-severance—taxea—eo}}eeted-unéer—this-ehapbetT—the
depertmcnt—shai}-deeermine—the—unét—vaiue—ai—e§i~and—gas—for
each-taxing-unit-as—Ffaiiowss:

fe?——?he-unib—va}ne-fer—petruieum~ané~other——minerai--ef
erude--pit--for-each-taxing-unit-is-the-gquotiene—obrained-by
dividing-the-net-proceeds-taxes-2atculated-on--petroteum-—or
mine:ui——or—-crude--aii--preduce&——in--that-—taxinq——unéb—in
eaiendar—year-iQ&B—by—the—numher—of—bnrre&s—of—petroienm——or
other--minerat--sr-—erude--oil--produced-in-that—taxing-unie
during-1+9887-exciuding-new-and-interim-preductions

fbf—-@he-unit—vaiue—Eor——natnrui——gus—«és——the--queeient
obtained——by——dividing—-the—net—preceeds-taxes—ea}cuiated—cn
naturni—qas-praduced—in—that—taxing-unéb—-in——ea}endar--year
i988——by—the—number—oi—cubic—Eeet—ai-naturni—gaS‘produccd—in

that-taxing—unit-duting--iBBBT*-exc}uding——new——ané-—intcrim
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productiens
t3% The state--and--}tocai--government severance taxes
collected under this chapter are allocated as follows:

(a) %he-iseai-government-severance—tax the amount, if

any, by which the tax collected from within a county for any

fiscal vyear exceeds, by reason of increased production, the

total amount collected from within that county for the

previous fiscal year is statutorily appropriated, as

provided in 17-7-502, for allocation to the general fund of

tha county for distribution as provided in subsection +4%
{3); and

(b) The-state-severance-tax any amount not allocated to

the county under subsection {(2j)(a) is allocated to the state

general fund.

t4¥{3) (a) Par—the-purpose-of-distribution-of-the-toeal
gevernment-—severance-taxy—the-department--shaii——adjust--the
unit-—-vatue--determined--under-this-section-aceording—te-the
ratio-that-the-inecai-gevernment--severance--taxes--colttrectead
daring--the--gquareers—-to--be--distributed--pitus-aceumuiated
interest-earned-by-the—-state-and-penatties-and-—interest—~on
detinguent--tocat—-government--saverance--taxes—bears—-to-the
totali-tiabiitey-for-tocal-gevernment-severance-taxes—for-the
quarkars-to~-pe-distribotedr-FPhe-taxes-muse-be-eateuvtated-and

distributed-as-Estiowss

ti¥——By-Nevember-38-af-each-years-~the--department—-shaii
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catentata-—and-distribute-to-each-etigible-county-the-amount
eE—ioea1-gevernment“sevetnnce—tax7-determined—by—muitipiying
unit-value—es-adjusted«in—this—aubseebion-f#}fa}—-times——the
unmits—-of-production-on-whieh-the-iocal-government-severance
tax-was-owed-during-the-catendar-gquarters——ending--March--3
and-June-38-of-che-preceding-ecatendar-years
fié?—By——Muy-—ai--ef--each-—yearf-—the--department—shaii
eatenlate—and-distribute-to-each-etigibie-county-the--ameunt
of—iocui—gcvernment—sevarance-tux7—éeterm&neé—hy—muitipiying
unit—-va%ue—“aa—adjuste&—in-bhis-subsection—fﬂifa}-time9*the
units-of-preduetien—en-which-the-locai-gevernament-—severance
tax—-wns-—owed--during-—-the—-2-eatendar-quarters—immediately
fo&iowing——these——quarters-——referredw——tc——*in———subseetion
t4rtartiys
tb}——Any—amount-by—uhich—the*totai-tax—&iabiiity*exceeds
or——is—-less——than--the~~totat-—distributions--determined—in
subsections—fiifa}fii—and*f&ifa)fiif—must-be—ca1cuiateé-—and
d+atribueed-in-the-fotitowing-manners
fi1—-?he-vexcess-—amoune——of—shertage~mn:t—be-divided-by
the—tetai~distrébution—deberminedﬁEar-thnt—peried-to—*cbtain
an-mxcess-or-shortage-paresntages
+ii}-The—~exces:——percercage-—musb——be—muitép}éed-by—bhe
distribution—to—eaeh—taxing~nnit7—and—th§s——amaunt——must-wbe
ndded—to—the-déstribution—tc-ench—fespectivc—taxéng—unit:

fiii?—?he——:hortage-pefcentuge-must—be—mnitipiied~by—the

_81_.
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distribution-to-each-taxing-unib;—and-this--smount--must-—be
subtracted--from--the-distribution-to-each-respective-taxing
umtes

+5) The county treasurer shall distribute the money
received under subsection {43 [2}(a) to the taxing-units
that-tevied-mitis-in-fiscal-year-1938-againat-catendar-——year
+988--preduetion——in-the-same-manner-that-aii-cther-property
tax-proceeds-were-distributed-during-£fiscat-year-1990-in—-the
taxing-unitr-execepe—-that-ne-distribution-may-be--—made--to--a

municipat-—taxing--untt county and to all the incorporated

cities and towns within the county as provided in_ this

subsection. The county receives the available money

multiplied by the ratio of the rural population to the

county population. Each incorporated municipality receives

the available money multiplied by the ratio of the

population of the incorporated municipality to the county

pepulation. The rural population is that population of the

county 1living outside the boundaries of an incorporated

municipality. Population must be based on  the most recent

figures as determined by the department of commerce.

{b) The money distributed under subsection {(3)(a) may

be used for any purpose as determined by the governing body

of the county, city, or town."

Section 52. section 15-36-121, MCA, is amended to read:

"15-36-121. Exemption from state severance tkax --
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imposition-of-iceat-government—-severance-tax. ¢iy-—it-is-—-ehe
pubtiec~-polticy--of-this-state-to-promeote-a-sufficient-suppiy
of-naturat-gas-to-provide-foer—the-residents-of--this—-state;
to--itessen-Mentanals-dependence-on-imported-naturat-gasr-and
ta--anceurage-—the——axplioratton——for--and--deveiopment-———and
productizon--cf-naturat-gas;-petroteumy-—and-other-minerat-and
erude-oti-within-the-atates

¢24{1} All the natural gas produced from any well that
has produced 60,000 cubic feet or less of natural gas a day
for the calendar year prior to the current year shall be
taxed as provided in this section. Production must be
determined by dividing the amount of production from a lease
or unitized area for the year prior to the current calendar
year by the number of producing wells in the lease or
unitized area and by dividing the resulting quotient by 365.
The firgst 30,000 cubic feet of average daily production per
well is exempt from all of the state severance tax imposed
by 15-36-101. The-first-36;800-cubic-feet-cf--average—-daily
production--per--weii-~is--subject--to-~a-—tocat--goveramens
severmance——tax--of-10%c Everything over 30,000 cubic feet of
gas produced is taxed at 1.59% pins--a--iseal--government
severance-cax—of-i0k,

+3}--FPor--the--purposes-cf-this-—sectiony-istripper-weiit
means-a-weill-that-produces-tess-than——-i8--barreta--per--dayy

determined-by-dividing~the-amount-of-productien-from-z-iease

-83-
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or--unitized-area-for-the-year-priar-to-the-current-catendar
year—-by~the-number--of--producing--welis--in--the--iease——eor
unitiged--arear;--and--by--dividing-the-resulting-quetient-by
365+

€43({2) Notwithstanding the provisicns of subsection 2%
(1}, all reporting requirements under the state severance

tax remain in effect."

Section 53. Ssection 20-9-141, MCA, is amended to read:

"20-9-141., Computation of general fund net lewvy
requirement by county superintendent. (1) The county
superintendent shall compute the levy requirement for each
district's general Ffund on the basis of the following
procedure:

(a) Determine the funding required for the district's
final general fund budget less the amount established by the
schedules in 20-9~316 through 20-9-321 by totaling:

{i} the district's nonisolated school foundation
program reguirement tc be met by a district levy as provided
in 20-9-303: and

{ii) any additional general fund budget amount adopted
by the trustees of the district under the provisions of
20-9-353, including any additional levies authorized by the
electors of the district.

(o) Determine the money available for the reduction of

the preoperty tax on the district for the general fund by

_84_
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totaling:

(i) anticipated Cfederal money received under the
provisions of Title I of Public Law B81-874 or other
anticipated federal money received in lieu of that federal
act;

(ii}) anticipated tuition payments for out-of-district
pupils under the provisions of 20-5-303, 20-5-307, 20-5-312,
and 20-5-313;

(iii) general fund cash reappropriated, as established
under the provisions of 20-9-104;

{iv} anticipated or reappropriated state impact aid
received under the provisions of 20-9-304;

{(v) anticipated or reappropriated revenue from property

taxes and fees imposed under 23-2-517, 23-2-803,
61-3-504(2), 61-3-521, 61-3-537, and 67-3-204;
{vi) anticipated net proceeds taxes for interim

preduetion-and new production, as defined in 15-23-601;

[(vii) nntie&pated————revenue———ffom———iocai———government
severance-taxes-as-provided-in-15-36~32¢

fviii7-anticipated——revenuev—Ercm~-coai—-gross——proceeds
under-15-23-783+¢

ttx3 anticipated interest to be earned or reappropriated
interest earned by the investment of general fund cash 1in
accordance with the provisions of 20-9-213(4);

tx¥{viii} anticipated revenue from corporation license

—-85-
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taxes collected from Financial institutions under the

provisions of 15-31-702; and

txt¥(ix) any other revenue anticipated by the trustees
to be received during the ensuing school fiscal year which

may be used to finance the general fund.

{c) Subtract the money available to reduce the property
tax required to FEinance the general fund that has been
determined in subsection (1)(b)} from the total reguirement

determined in subsection (1l){a).

{2) The net general fund levy requirement determined in

subsection (L)(c) must be reported to the county

commissioners on the second Monday of August by the county
superintendent as the general fund levy requirement for the

district, and a levy must be made by the county

commissioners in accordance with 20-9-142."

Section 54. Section 20-9-331, MCA, is amended to read:

"20-9-331. Basic county tax and other revenues for

county equalization of the elementary district foundation

program. (1} The county commissioners of each county shall
levy an annual basic tax of 33 mills on the doliar of the

taxable wvalue of all taxable property within the county,

except for property subject to a tax or fee under 23-2-517.,
23-2-803, 61-3-504(2), &1-3-521, 61-3-537, and b&7-3-204,
the

for
purposes of local and state foundation program support.

The revenue collected from this levy must be apportioned to
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the support of the foundation programs of the elementary
school districts in the county and to the state special
revenue Fund, state egualization aid account, in the
following manner:

(a) In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the
estimated revenue identified in subsection (2} must be
subtracted from the total of the foundation programs of all
elementary districts of the county.

{by If the basic levy prescribed by this section
produces more revenue than is required to finance the
difference determined in subsection (1){(a). the county
treasurer shall remit the surplus funds to the gtate
treasurer for deposit to the state special revenue fund,
state equalization aid account, immediately upon occurrence
of a surplus balance and each subsequent month thereafter,
with any flnal remittance due no later than June 20 of the
fiscal year Eor which the levy has been set.

(c) 1If revenue from the basic levy prescribed by this
section when combined with the other revenue from subsection
(2) is insufficient to fully fund the percentage determined
in 20-9-347(1){b) and the county is eligible for an
apportionment of state equalization aid under the provisions
of 20-9-347(1j{c}, the county superintendent shall notify

the superintendent of public instruction of the deficiency.
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The superintendent of public instruction shall increase the
state equalization aid payments to the districts in the
affected county to offset the deficiency. A payment may not
be made under this subsection (c} that allows a district to
receive foundation program funding in excess of the

foundation program amount of the district.

(2) The revenue realized from the county's portion of
the levy prescribed by this section and the revenue from the
following sources must be used for the egualization of the
elementary district foundation programs of the county as
prescribed in 20-9-334, and a separate accounting must be
kept of the revenue by the county treasurer in accordance
with 20-9-212(1):

{a) the portion of the federal Taylor Grazing Act funds
distributed to a county and designated for the common school

fund under the praovisions of 17-3-222;

(b) the portion of the federal flood contrel act funds

distributed to a county and designated for expenditure for

the benefit af the county common schools under the

provisions of 17-3-2132;

{¢) all money paid into the county treasury as a result

of fines for viclations of law, except money paid to a

justice's court, and the use of which is not ctherwise

specified by law:

{d) any money remaining at the end of the immediately
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preceding school fiscal vyear in the county treasurer's
accounts for the various sources of revenue established or
referred to in this section:

(ey any federal or state money distributed to the
county as payment in lieu of property taxation, including
fadera) Forest reserve funds allocated under the provisions
of 17-3-213;

(£) gross-preceeds—taxes—frem—coai-under—is—ea-?037

+g¥ net proceeds taxes for interim-produstion--and new
production, as defined in 15-23-6017-and-tocal-gevernment
aeveranee—taxes-on-—any-—other——productéen--eceurring-—aftee
Besember—31;-1988;: and

th¥(g) anticipated revenue from property taxes and fees
imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521,
6§1-3-537, and 67-3-204."

Section 58. Section 20-9-333, MCA, is amended tc read:

#20-9-333. Basic special levy and other revenues for
county equalization of high school district foundation
program. (1) The county commissioners of each county shall
levy an annual basic special tax for high schools of 22
mills on the dollar of the taxable value of all taxable
property within the county, except for property subject to a
tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521,
61-3-537, and 67-3-204, for the purposes of local and state

foundation program support. The revenue collected from this

—89_
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levy must be apportioned to the support of the foundation
programs of high school districts in the county and to the

state special revenue fund, state equalization aid account,

in the following manner:

{a} In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the

estimated revenue identified in subsection (2) must be

subtracted from the sum of the county's high school tuition
obligation and the total of the foundation programs of all

high school districts of the county.

(by If the basic levy prescribed by this section

produces more revenue than is required to finance the

difference determined in subsection {l)({a), the county

treasurer shall remit the surplus funds ko the state

treasurer for deposit to the state special revenue fund,

state equalization aid account, immediately upon occurrence

¢f a surplus balance and each subseguent month thereafter,

with any final remittance due no later than June 20 of the

fiscal year for which the levy has been set,
{c) If revenue from the basic levy prescribed by this
section when combined with the other revenue Erom subsection

{2) is insufficient to fully fund the percentage determined

in 20-9-347(1})(b) and the county is eligible for an

apportionment of state equalization aid under the provisions

of 20-9-347{1}(c), the county superintendent shall notify
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the superintendent of public instruction of the deficiency.
The superintendent of public instruction shall increase the
state egualization aid payments to the districts in the
affected county to offset the deficiency. A payment may not
be made under this subsection (¢} that allows a district to
receive foundation program funding in excess of the
foundation program amount of the district.

[2) The revenue realized from the county's perticn of
the levy prescribed in this section and the revenue from the
following sources must be used for the equalization of the
high schoecl district £foundation programs of the county as
prescribed in 20-9-334, and a separate accounting wmust be
kept of the revenue by the county treasurer in accordance
with 20-9-212(1):

(a} any money remaining at the end ef the immediately
preceding school [fEiscal year in the county treasurer's
accounts for the various sources of revenue established in
this section;

{b) any federal or state money distributed to the
county as payment in lieu of property taxation, including
federal [orest reserve funds allocated under the provisions
of 17-3-213;

{c) gtoss-praocesda-taxes-frem-coai-under-15-23-303;

td44 net proceeds taxes for iakerim-preduction--and new

production, as defined in 15-23-6017-and-ioeai-government
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severance—taxes—on-——any--other--production--eceunrring-—atfter
Pecember~317;-1988; and

tey(d) anticipated revenue from property taxes and fees
imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521,
61-3-537, and 67-3-204.%

Section 56. section 20-9-366, MCA, is amended to read:

"20-9-366. Definitions. As used in 20-9-366 through
20-9-369, the following definitions apply:

(1) "County mill value per elementary ANB" or “"county
mill value per high school ANB" means the sum of the current
taxable valuation of all property in the county plus the
taxable vaiue of o0il and gas net proceeds determined under
15-23-607(4) for production occurring after March 31, 199%0,
pius——the--caxabie--vatue——of-coal-groass-proceeds-determined
under~-35-23-363¢3% plus all the taxable value of nonlevy
revenue for the support of schools, other than Public Law
81-874 funds, divided by 1,000, with the guotient divided by
the total county elementary ANB count or the total county
high school ANB count used to calculate the elementary
school districets' and high school districts' current year
foundation program amounts. The taxable value of nonlevy
ravenue for the purpose of computing guaranteed tax base aid
for schools is the amount of nonlevy rewvenue received by a
district in the previous year, including for fiscal year

1991 the revenue received in fiscal year 1990 from the net
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proceeds taxation of o0il and natural gas and including for
fiscal year 1992 and--thereafter the local government
severance tax, divided by the number of mills levied by the
district in the previous year, multiplied by 1,000.

{2} "pistrict mill value per ANB" means the current
taxable wvaluation of all property in the district plus the
taxable value cf cil and gas net proceeds determined under
15-23-607(4) for production occurring after March 31, 1990,
pius-the-taxable-vaine-of--cont--qross--proceeds-—determined
under--15-23-383¢3y plus all the taxable value of nonlevy
revenue for the support of schools, other than Public Law
81-874 funds, divided by 1,000, with the quotient divided by
the ANB count of the district used to calculate the
diskrict's current year foundation program schedule amcunt.
The taxable value of nonlevy revenue for the purpose of
computing guaranteed tax base aid for schools is the amount
of nonlevy revenue received by a district in the previous
year, including for fiscal year 1391 the revenue received in
fiscal year 1990 from the net proceeds taxation of oil and
natural gas and including for fiscal year 1992 and
thereafter the local government severance tax, divided by
the number of mills levied by the district in the previous
year, multiplied by 1,000.

{3) "Guaranteed overschedule general fund budget" means

that portion of a district's general fund budget in excess
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of the foundation program amount for the district, as
provided in 20-9-316 through 20-9-321, but not exceeding
35% 35% of the district's foundation program amount, and
which excess is authorized under the provisions of 20-9-145
and 20-9-353,

{4) "Statewide mill value per elementary ANB" or
"statewide mill value per high schacl ANB* means the sum of
the current taxable valuation of all property in the state

plus the taxable value of oil and gas net proceeds

determined under 15-23-607(4) for production occurring after
March 21, 1990, pius-~the-~taxabie—-vaiue—-of-—coei——gro::
prcceeda——deteerned—under—i5—23v7Batai plus all the taxable
value of nonlevy revenue for the support of = schools, other
than Public Law 81-874 funds, divided by 1,000, with the
quotient divided by the total state elementary ANB count or
the total state high school ANB count used to calculate the

elementary school districts' and high school districts®

current year foundation program amounts. The taxable value

of nonlevy revenue for the purpose of computing guaranteed

tax base aid for schools iz the amount of nonlevy revenue
received by a district in the previocus year, including for
fiscal year 1991 the revenue received in fiscal year 1990

from the net proceeds taxation of ©il and natural gas and

including for fiscal year 1992 and-thereaftar the local

government severance tax, divided by the number of mills
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levied by the district in the previous year, multiplied by
1,000."

Section §7. section 20-9-501, MCA, is amended to read:

*20-9-501. Retirement fund. (1) The trustees of any
district employing personnel who are members of the
teachers' retirement system or the public employees'
retirement system or who are covered by unemployment
insurance or who are covered by any federal social security
system requiring employer contributions shall establish a
retirement fund for the purposes of budgeting and paying the
emplaoyer's contributions to such systems. The district's
contribution Ffor each employee who is a member of the
teachers' retirement system must be calculated in accordance
with Title 19, chapter 4, part 6. The district's
contribution for each employee who is a member of the public
employees’ retirement system must be calculated in
accordance with 19-3-801. The district's contributions for
each employee covered by any federal social security system
must be paid in accordance with federal law and regulation.
The district's contribution for each employee who is covered
by unemployment insurance must be paid in accordance with
Title 39, chapter 51, part 1l1.

{2) The trustees of any district required to make a
contribution to any system referred to in subsection (1)

shall include in the retirement fund of the preliminary
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budget the estimated amount of the employer's contribution.
After the final retirement fund budget has been adopted, the
trustees shall pay the empleyer contributions to 3guch
systems in accordance with the financial administration
provisions of this title.

{3) When the final retirement fund budget has been
adopted, the county superintendent shall establish the levy
requirement by:

(a) determining the sum of the money available to
reduce the retirement fund levy reguirement by adding:

(1) any anticipated money that may be realized in the
retirement fund during the ensuing school fiscal year,
including anticipated revenue from property taxes and fees
imposed wunder 23-2-517, 23-2-803, 61-3-504(2), 61-3-521,
61-3-537, and 67-3-204;

(ii) anticipated guaranteed tax base aid in support of
retirement;

(iii) net proceeds taxes and-iescai-gevernment-severance
taxes-on-any-osther-sii-and-gas—-preaductien--securring—-after
December-31;-1988; and

{iv) coat-grosa-procesds-taxes-under-15-23-763+-and

t¥¥ any cash available for reappropriation as
determined by subtracting the amount of the end-of-the-year
cash balance earmarked as the retirement fund cash reserve

for the ensuing school fiscal year by the trustees from the
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end-of-the-year cash balance in the retirement fund. The
retirement fund cash reserve may not be more than 35% of the
final retirement fund budget for the ensuing school fiscal
year and must be used for the purpose of paying retirement
fund warrants issued by the district wunder the (Einal
retirement fund budget.

{(b) subtracting the money available for reduction of
the levy reguirement, as determined in subsection {(H(ay,
Erom the budgeted amount for expenditures in the final
retirement fund budget.

{4) The county superintendent shall:

{(a) total the net retirement fund levy reguirements
separately for all elementary school distriets, all high
school districts, and all community college districts of the
county, including any prorated Jjoint distriet or special
education cooperative agreement levy requirements: and

{b)} report each levy requirement to the county
commissioners on the second Monday of August as the
respective county levy requirements for elementary district,
high school district, and community college district
retirement funds.

{5} The county commissioners shall Fix and set the
county levy in accordance with 20-9-142.

(6) The net retirement fund levy requirement for a

joint elementary district or a joint high school district
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must be prorated to each county in which a part of the
district is located in the same proportion as the district
ANB of the joint district is distributed by pupil residence
in each county. The county superintendents of the counties
affected shall Jointly determine the net retirement fund
levy requirement for each county as provided in 20-9-1S1.

(7} The net retirement fund levy requirement Eor
districts that are members of special education cooperative
agreements must be prorated to each county in which the
district is located in the same proporticn as the budget for
the special education cooperative agreement of the district
bears to the total budget of the cooperative. The county
superintendents of the counties affected shall jointly
determine the net retirement fund levy requirement for each
county in the same manner as provided in 20-9-151 and fix

and levy the net retirement fund levy for each county in the

same manner as provided in 20-9-152.*%
Section 58. section 20-10-144, MCA, is amended to read:
"20-10-144. Computation of revenues and net tax levy
requirements for the transportation fund budget. Before the
fourth Monday of July and in accordance with 20-$~123, the
county superintendent shall compute the revenue available to
finance the transportation fund budget of each district. The

county superintendent shall compute the revenue for each

district on the Eollowing basis:
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{1) The "schedule amount® of the preliminary budget
expenditures that is derived from the rate schedules in
20~-10-141 and 20-10-142 must be determined by adding the
following amounts:

{a} the sum of the maximum reimbursable expenditures
for all approved school bus routes maintained by the
district {(to determine the maximum reimbursable expenditure,
multiply the applicable rate per bus mile by the total
number of miles to be traveled during the ensuing school
fiscal vyear on each bus route approved by the county
transportation committee and maintained by such district);
plus

(b) the total of all individual transportation per diem
reimbursement rates for the district as determined from the
contracts submitted by the district multiplied by the number
of pupil-instruction days scheduled for the ensuing school
attendance year; plus

(c) any estimated costs for supervised home study or
supervised correspondence study for the ensuing schoel
fiscal year; plus

(d) the amount budgeted on the preliminary budget for
the contingency amount permitted in 20-10-143, except if the
amount exceeds 10% of the total of subsections (l})(a).,
{1){b), and {(1l)(c) or $100, whichever is larger, the

contingency amount on the preliminary budget must be reduced
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to the limitation amount and used in this determination of
the schedule amount.

(2) The schedule amount determined in subsection (1) or
the total preliminary transportation fund budget, whichever
is smaller, is divided by 3 and the resulting one-thircd
amount is used to determine the available state and county
revenue to be budgeted on the following basis:

{(a) the resulting one-third amount is the budgeted
state transportation reimbursement, except that the state
transportation reimbursement for the transportation of
special education pupils under the provisions of 20-7-442
must be two-thirds of the schedule amount attributed to the
transportation of special education pupils;

(b} the resulting one-third amount, except as provided
for joint elementary districts in subsection (2)(e), is the
budgeted county transportation reimbursement for elementary
districts and must be financed by the basic county tax under
the prowvisions of 20-9-334;

(c) the resulting one-third amcunt multiplied by 2 is
the budgeted county transportation reimbursement amount for
high school districts financed under the provisions of
subsection (5), except as provided for joint high school
districts in subsection (2){e}. and except that the county
transportation reimbursement for the transpartation of

special educaticn pupils under the provisions of 20-7-442
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must be one—third of the schedule amount attributed to the
transportation of special education pupils;

{d) when the district has a sufficient amount of cash
for reappropriation and other sources of district revenue,
as determined in subsection (3), to re@uce the total
district obligation for Einancing to =zero, any remaining
amount of district revenue and cash reappropriated must be
used to reduce the county financing obligation in subsection
(2)(b) or (2){c) and, if the county financing obligations
are reduced to zero, to reduce the state financial
obligation in subsection (2)(a}; and

{e} the county revenue requirement for a joint
district, after the application of any district money under
subsection (2)(4), must be prorated to each county
incorporated by the joint district in the same proportion as
the ANB of the joint district is distributed by pupil
residence in each county.

{3) The total of the money available for the reduction
of property tax on the district for the transportation fund
must be determined by totaling:

{a} anticipated federal money received under the
provisions of Title I of pPublic Law 81-874 or other
anticipated federal money received in lieu of that federal
act; plus

{b} anticipated payments from other districts for
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providing school bus transportation services for the
district; plus
(c) anticipated payments from a parent or guardian for

providing school bus transportation services for his child;

plus

(d) anticipated or reappropriated interest to be earned
by the investment of transportation fund cash in accordance
with the provisions of 20-9-213(4); plus

{e) anticipated or reappropriated revenue from property

taxes and fees imposed under 23-2-517, 23-2-803,

61-3-504(2), 61-3-521, 61-3-537, and 67-3-204; plus

(£} groass--proceeds——taxes——-from--cont-under-15-23-3903+
plus

9% net proceeds taxes for interim—-preoduction--and new

production, as defined in 15-23-60l7-and-tecal-gavernment

severance-taxes-on--any -ether-—praduction—-secnrring--afeeyr
Becember-31;-1988; plus

tht(g) any other revenue anticipated by the trustees teo
be earned during the ensuing school fiscal year which may be
used to finance the transportation fund; plus

+¥¥(h}) any cash available for reappropriation as
determined by subtracting the amount of the end-of-the-year
cash balance earmarked as the transportation fund cash
reserve for the ensuing school fiscal year by the trustees

from the end-of-the-year cash balance in the transportation
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fund. The cash reserve may not be more than 20% of the final
transportation Fund budget for the ensuing school fiscal
year and 1is for the purpose of paying transportation fund
warrants issued by the district under the final
transportation fund budget.

(4) The district 1levy requirement for each district’'s
transpaortation fund must be computed by:

{a) subtracting the schedule amount calculated in
subsection (1) from the total preliminary transportation
budget amount and, for an elementary distriet, adding the
difference to the district obligation to finance one-third
of the schedule amount as determined in subsection (2); and

{b) subtracting the amount of money available to reduce
the property tax on the district. as determined in
subsection ({3), from the amount determined in subsectiocn
(4)y{a).

{5) The county levy requirement for the financing of
the county transportation reimbursement to high school
distriects is computed by adding all requirements for all the
high school districts of the county, including the county's
obligation for reimbursements in joint high school
districts.

{6) The transportation fFund levy requirements
determined in subsection (4} for each distriect and in

subsgsection (5) for the county must be reported to the county
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commissioners on the second Monday of August by the county
superintendent as the transportation fund levy requirements
for the district and for the county, and the levies must be
made by the county commissioners in accordance with
20-9-142."

Section 59. section 90-6-402, MCA, is amended to read:

*90-6-402. Definitions. As used in this part, the
Ecllowing definitions apply:

{1} "Affected local govermnment unit" means a local
government unit that will experience a need to increase
services or facilities as a result of the commencement of
large-scale mineral - development or within which a
large-scale mineral development is located in accordance
with an impact plan adopted pursuant to 90-6-307.

(2) "Board" means the hard-rock mining impact board
established in 2-15-1822.

(3) "Mineral development employee" means a person who
resides within the jurisdiction of an affected local
government unit as a result of employment with a large-scale
mineral development or its contractors or subcontractors.

(4) "Mineral development student" means a student whose
parent or gquardian resides within the jurisdiction of an
affected local government unit as a result of employment

with a large-scale mineral development or its contractors or

subcontractors.
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(5) “Jurisdictional revenue disparity" means property
tax revenues resulting from a large-scale hard-rock mineral
development that are ineguitably distributed among affected
local government units as finally determined by the board in
an approved impact plan.

{(6) "Large-scale mineral development", for the purposes
of this part, is defined in 90-6-302.

(7} "Local government unit", Ffor the purposes of this
part, means a county, municipality, or school district.

(8) ‘"Taxable valuation® of a mineral development means
the total of the gross proceeds taxable percentage specified
in 15-6-132(2)(a) when added to the taxable percentages of
real property, improvements, machinery, equipment, and other
property classified under Title 15, chapter 6, part 1."

NEW SECTION. Section 60. peduction of drilling costs
and capital expenditures. (1) Unless an operator or producer
proceeds under subsection (2), the department of revenue, in
computing the deductions allowable for cost of drilling
wells completed during the period and for other capital
expenditures, shall allow a deduction of 10% of the cost
each year for a period of 10 years:, beginning with:

(a) the year natural gas from a natural gas well is
first placed into a natural gas distribution system; or

(b) the year the pumping unit is installed on a crude

01l well or the well [lows.
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{2) The operator or producer may elect to amortize the
cost over a period of 2 years if the well is less than 3,000
feet deep.

{3) The deduction of the costs in subsection (1) is not
allowed on wells that are producing interim production or
new production, as defined in 15-23-601, and may not be
prorated on wells that are not producing new production when

a lease or wunitized area has new production and other

production.
NEW SECTICN. Section 61. adjustment of certain
deductions ~- when.

(1) The department of revenue may adjust
the 70% percentage provided in 15-23-603 and 15-23-605 to
reflect the actual excise taxes imposed by the United States
government on production, sale, or removal of natural gas,
petroleum, or other crude or mineral oil whenever:

{a) reqguested to do so by the taxpayer; or

{b} the department determines that the percentage dces
not accurately reflect the actual execise taxes paid by the

aperator.

{2) When a taxpayer requests under subsection (l) that

the department adjust the percentage deduction allowed, the
taxpayer shall provide the data reasonably necessary Eor the
department to make a determination under subsection (1).

{3} an adjustment made under subsection (1) must be

reflected in the net proceeds and royalty values certified
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to the county in the taxable year following the year of the
final determination under subsection (1).
Sectlon 62. 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:

(@) (i) The term “air and water pollution equipment"

means facilities, machinery, or eguipment used to reduce or

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 a

proper use is being made.

(ii) 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.

ta¥(b) The term "agricultural” refers to the raising of
livestock, poultry, bees, and other species of domestic

animals and wildlife in domestication or a captive
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environment, and the raising of field crops, fruit, and
cther animal and vegetable matter for food or Fiber.

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

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

(e} The term "canola seed oil processing facility"

means a facility that:

(i} extracts oil from canola seeds, refines the crude

0il to produce edible o0il, formulates and packages the

edible oil into food products, or engages in any one or more

of those processes; and

{ii} employs at least 15 employees in a full-time

capacity.

(£} The term "coal and ore haulers” means nonhighway

vehicles that exceed 18,000 pounds per axle and that are

primarily designed and used to transport coal, ore, cor other

earthen material in a mining or guarrying environment.

td¥(g) (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).
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(ii) The following types of property are not commercial:

(A) agricultural lands:

(B) timberlands;

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

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

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

+P}--mti-property-deseribed-in-15-6-136.

{h) The term “commercial establishment" includes any

hotel; motel; office; petroleum marketing station: or

service, wholesale, retail, or food-handling business.

te¥(i) The term “"comparable property” means property
that has similar use, function, and utility; that Iis
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.

¢6¥(j) The term "credit" means sclvent debts, secured
or unsecured,‘owing to a person.

t9+(k) The term "{mprovements" 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
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mobile home or housetrailer has been established, the mobilie
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 cannct feasibly be relocated
and only when the wheels are remaved.

thy(l) 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.
Delinguent taxes on such ieasehold improvements are a lien
only on such leasehold improvements.

t#}(m) The term "livestock" means cattle, sheep, swine,
goats, horses, mules, and asses.

(n) The term "malting barley facility" means a facility

the principal purpose of which is to malt malting barley.

The term does not apply to a facility the principal purpose

of which is to store, mix, blend, transport, transfer, or

otherwise do anything with malting barley except wmalt

malting barley. However, any machinery or equipment the

principal purpcse of which is tg store, mix, blend,

transport, transfer, or otherwise handle malting barley or

other machinery or equipment that is used in or is otherwise

an_integral part of a facility that malts maiting barley is
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machinery or equipment of a malting barley facility for the

purposes of this section,

£3¥{9) 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 B feet in width or 45 feet in length
used as a principal residence,

{pP) {i) The term "new industrial property" means any

new industrial plant, including land, buildings, machinery,

and fixtures, used by a new industry during the first 3

years of its operation. The property may not have been

assesged within the state of Montana prior to July 1, 1961.

{ii) New industrial property dces 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.

(q) (i) The term '"new 1industry"” means any person,

corporation, firm, partnership, association, or other group
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that establigshes 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.

(i) New industry includes only those industries that:

{A) manufacture, mill, mine, produce, process, oL

fabricate materials;:

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

which materials unserviceable in Ltheir natural state are

extracted, processed, or made fit for use oc are

substantially altered or treated so as to create commercial

products or materials; or

{(C) 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.

th¥{r) 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".

(s) The term "portfolio" means all of the securities

owned by a peison.

tt¥(t) The term “poultry" includes all chickens,

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

tmyiu) (i) The term “property"” includes moneys,

credits, bonds, stocks, franchises, minerals in place, and

all other matters and things, real, personal, and mixed,
capable cf private ownership. Phis-definition--must-—notc--be
conatrued--to--authorize-——the--taxation-of-the-stocka-of-any
company—ar—eofporatiun—when-the—p!operty-of—sueh—cempany——or
corporation-rrepresented-—by——the—sbocks—is—uiehin—the—:tate
and-has-been-taxeds

{ii) Feor the purposes of this subsection {1)(u}, the

term “"minerals in place" means valuable mineral deposits,

placer, rock, liquid, or gas in place, containing or bearing

gold, copper, lead, coal, oil, gas, ot other valuable

minerals in commercially producible quantities.

tn¥{v) The term "real estate" includes:

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

{ii) all mines, minerals, and quarries in and under the
land subject to the provisions of 15-231-501 and Title 15,
chapter 23, part B; all timber belonging to individuals or
corporations growing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

fet(w)_ The term "Ressaren research and development
firm" means an entity incorporated under the laws of this

state or a foreign corporation authorized to do business in
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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 experimental and demonstration purposes, including the
experimental production and testing of models, devices,
equipment, materials, and processes.

{x) (i) The term ‘"securities” means an instrument of

debt or equity that is bought, so0ld, or traded on any

exchange organized or operating for the purposes of buying,

selling, or trading any instrument of debt or equity.

(ii) Securities inc¢lude but are not limited to:

{(A) stocks;
{B) bonds;
(€) notes;
(D} futures;
(E) options;

{F) debentures;

(G shares;

(H) any other instrument of debt or equity that is

bought, sold, or traded on an exchange.

(iii) The term securities includes:

(A) certificates of deposit;

(B) municipal bonds; and

{C) all other bonds or notes issued by or on behalf of
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a state government or a subdivision of a state government,

whether or not the bonds or notes are bought, sold, or

traded on an exchange or are bought, sold, or ktraded at a

private coffering.

{(iv) The term securities does not include:

{A) cash;

{B) currency; oOr

{C) mortgages, contracts for deed, or similar

convevyances.

{v} For the purposes of this section, an exchange

organized or operating for the purposes of buying, selling,

or trading any instrument of debt or equity includes but is

not limited to:

(A) the New York stock exchange;

(B} the American stock exchange;

{C) the naticnal association of securities dealers;

{D} the New York options exchange;

(E) the American options exchange;

(F) the Chicago board of trade;

{G) the Chicago mercantile exchange; and

{H) any exchange or board of trade that is similar to

those listed in subsections {1){x)(v){A) through

{1){x}{v)}(G) and that performs the same or a similar service

or function, whether or not located in the United States.
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tp¥(y) The term “taxable value” means the percentage of
market or assessed value as provided for in Title 15,

chapter 6, part 1.

tg¥{z) The term "weighted mean assessment ratic"” means
the total of the assessed values divided by the total of the
selling prices of all area sales in the stratum.

(2) The phrase "municipal corporation* or

"municipality" or "taxing unit® shati-—-be---deemed is
considered 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 shati-mean means the state tax appeal

board."

Section 63. section 15-6-134, MCA, is amended to read:

“15-6-~134. Class four property -- description' -

taxable percentage. (1) Class four property includes:

(a) all land that is not devoted tec a commercial use

except-—that or specifically included in another class, less

the exemption provided in 15-6-201(4);

{b) all improvements that are not devoted to a

commercial use excepbt--thase or

specifically included in

another class, less the exemption provided in 15~6-201(4);
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(c) after allowing for the exemption allowed in

15-6-201(d4), the first $80,000 or less of the market value

of any improvement included in subsection (1l)(b) on real

property and appurtenant land not exceeding 5 acres owned or
under contract for deed and actually occupied for at least
10 months a year as the primary residential dwelling of any
person whose total income from all socurces 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,
as adjusted according to subsection (2)({b)(ii):

{(d) all golf courses, including land and improvements
actually and necessarily used for that purpose, that consist
of at least 9 holes and not less than 3,000 lineal yards.

{e) minerals im place having an estimated value

determined by the department of $1 million or more.

{2) Class four property is taxed as follows:

{a) Excepk--as--prsvided--in--35-24-1402-0r-15-24-150%7
preperty Property described in subsections (l)(a) and {1)(b)
is taxed at 3-86% 4.5% of its market value.

(b) (i) Property described in subsection ({1){c) 1is
taxed at 3:86% 4.5% of its market wvalue multiplied by a
percentage figure based on income and determined from the
following table:

Income Income Percentage

Single Person Married Couple Multiplier
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S 0 -$ 1,000 $ 0 -5 1,200 0%
1,00 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,200 50%
6,001 - 7,000 7,201 - 8,400 60%
7.001 - 8,000 8,401 - 9,600 70%
8,001 - 9,900 9,601 - 10,800 80%
9,001 - 10,000 10,801 - 12,000 30%

(ii) The income levels contained in the table in

subsection {(2){(b){i) must be adjusted for inflation annually
by the department of revenue. The adjustment to the income
levels is determined by:

{A) multiplying the appropriate dollar amount from the
table in subsection (2)({b){(i) by the ratio of the PCE for
the second quarter of the year prior to the year of
application to the PCE for the second quarter of 19856; and

(B) rounding the product thus cobtained to the nearest
whole dollar amount.

(iii) “PCE" means the implicit price deflator for
personal consumption expenditures as published quarterly in
the Survey of Current Business by the bureau of eaconomic
analysis of the U.S. department of commerce.

{c} Property described in subsection {(1)(d) is taxed at
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one-nalf the taxable percentage rate established in
subsection (2)(a).

(3) After July 1, 1986, no adjustment may be made by
the department tc the taxable percentage rate for class four
property until a revaluation has been made as provided in
15-7-111.

{4} 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 comparable only to other property
assessed as other than commercial property."

Section 64. Ssection 15-6-13%, MCA, is amended to read:

*15-6-135. Class five property -- description --
taxahle 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-seetisn 15-1-101;

{c} new industrial property as defined in this--sectien
15-1-101;

{d} any perscnai or real property used primarily in the
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production of gaschol during construction and for the first
3 vears of its operation;

(ey 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 used in electrolytic
reduction facilities.

t2}--tay-tAir--and--water--peliuntion--equipment!-~-~means
factiities;—-machinery;--ert--equipment--used--to--~reduce--or
control-—water--or-atmespherte-potintion-or-contaminarian—-by
removingr—-reducing;-—-atteringr~---disposing;---ar——-storing
pciiubants;—eoatamén&htsT—Vastes7—ar—heatr—The—depurtment-of
heatth-—-and--environmentat--sciences-ahati-determine—if-such
ntiitzation-is-being-mader

thb}--Fre--department——-of—-—-heaktth~~-and---snvirenmentat
sciencesli-—-determination-—as--to--atr--and--water--poliution
equipment--may--be——appeated--to--the--beard--of--heatth-and
environmentai-sciences-and-may-not-be-appeated-to--either--a
county-—tax--appeal--board--or--the--seate-tax-appeat-boardr
However;-the-appratsed-vatue—-ocf-the-equipmeant-as--determined
by--the--department-of-revenue~may-be-appealed-to-the-ecsunty
tax-appeai-board-and-the-state—tax-appeat-boards

t3}——UNew-induacriat-propertyli-means-any-new-—induseriat
ptanty—-itncinding--tand;-butidings;-machineryr-and-fixtures;

ased-by-new-industries-during~the-firse~-3--years—-sf-——their
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aperationy--The--preperty--may-not-have-bean-assessed-within
the-state-af-Montana-prior—to-duiy-i;-96%i<c
{4y-~tat-YNew-industry-means-any-—-perseny--corporaticny
frrmz-~-parenershipy--—asseetactanr;-—--or--other-—-group--that
estabiishes-a-new-piant-in-Montana-for-the—-operation——-of-—-a
new--tndustriat—-endeavor;-——as--distinguished——-from-—-a-—mere
expansiony-—-resrganizationy---or—--merger—--of--an--extsting
indusery-
tby-——-Hew-industry-inciudes—-oniy-those-induskriea-thates
tt+}--manufeacturey--mitiz--mine;-~produce;-~-processy---or
fabricate-matertalss;
tity-do--simiter—~work;-—employing-capttat-and-iabor;-tn
which-matertats-unaerviceabie-in—-their--naturat--state—-are
extractedr---processeds---or---made--—fit-—-for--nse--or——are
substantiatiy-aitered-or-ereated-so—as-to-creakte——commerciat
preduces-ar-materiatss—op
titi}-engage----in----the----mechanieai----or-——chemiecat
transformation-af-materiais-or-sebseances-into-new—-products
in--the-manner-defined-as-manufaceuring-tn-the-1972-5candard
industriai-cisssification-—Manuai--prepared-—-by——the—-Hnited
States-office-of-management-and-budget:
£5)--New-industriai-property—does-not-ineciudes
ta}-——-property--~used-—-by--retaii--or-whoiesale-marchanta;
commerciati-services—-of-any-—types-—agricuttnre;-~trades;--or

professionss
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fb}——a—piantnthat-wiilvcreate—ndverse-impact—en—exishing
skater-countys-or-munteipat-servieesr—or

tet--property--used--or-empieysd-in-any-industriai-plane
that-has-been-in-operation-in-this--state--for—-3--years--or
tongers

t6¥{2) Class five property is taxed at 3% of its market

value."

Section 65. section 15-6-138, MCA, is amended to read:

"15-6-138., Class eight property -- description --
taxable percentage. (1) Class eight property includes:

{a) all agricultural implements and equipment:;

(b) all mining machinery, fixtures, equipment, tools
that are not exempt under 15-6-201(1)({r), and supplies
except those included in class five;

fc} all manufacturing machinery, fixtures, equipment,
teols that are not exempt under 15-6-201(1)(r), and supplies
except those included in class five;

{(d} all trailers, including those prorated under
15-24-102, except those subject to taxation under
61-3-504(2);

{e) all goods and equipment intended for rent or lease,
except goods and equipment specifically included and taxed

in another class:

(£} buses and trucks having a rated capacity of more

than 1 ton, including those prorated under 15-24-102;
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{g) truck toppers weighing more than 300 pounds;

{h} furniture, £Eixtures, and equipment, except that
specifically included in another class, used in commercial
establishments as-defined-in-this-sestion;

(1) x-ray and medical and deatal equipment;

({j) citizens' band radios and mobile telephones;

(k) radio and television broadcasting and transmitting
equipment;

{l1) cable television systems;

{m) coal and ore haulers;

{n} theater projectors and sound equipment; and

{o) livestock and other species of domestic animals and

wildlife raised in domestication or a captive environment,

except for cats, dogs, and other household pets not raised

for profit;

(p) items of perscnal property intended for rent or

lease in the ordinary course of business, provided each item

of personal property satisfies all of the following:

{i) the full and true value of the perscnal property is

less than §5,000;

{ii} the personal property is owned by a business whose

primary business income is from rental or lease of personal

property to individuals if one customer of the business does

not account for more than 10% of the total rentals or leases

during a calendar year; and
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{iii) the lease of the perscnal property is generally on

an nourly, daily, or weekly basis;

{q) machinery and eqguipment used in a malting barley

facility;

{(r) machinery and equipment used in_canola seed oil

processing facilities if:

{i) the operators of a facility employ a8 minimum of 15

full-time employees; and

(ii) a canola seed oil processing facility locates in

the state of Montana after July 253, 1989:

{8) licenses for the sale of alcoholic beverages at

retail, including:

(i) beer and table wine licenses obtained under the

provisions of Title 16, chapter 4, part 1; and

(ii) all-beverages licenses obtained under the

provisions of Title 16, chapter 4, part 2; and

ter{t) all other property not included in any other
class in this part, except that property subject to a fee in

lieu of a property tax or exempt from taxation.

{2y -As--used-—in--this--sections-Lesat-and-ore-hauvierast
means-nenhighway-vehicles-that-exceed-18;000-pounds-per—axie
and-that-are-primariiy-designed-and-used-to-transpare--coaly
erey-—er--other--earthen--materiat-—in~a-mining-or-quarrytng
environments

t3y——tEommereiai-—eatabitshment®--incindes--any--—-hotets
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matel;——afficar—-patroiteum--marketing-——-station;--or-service;
wnotesates-retail;-sr-fosd-handiing-businesss

t4}(2) Class eight property is taxed at 9% 4.5% of its
market value."

Section 66. Ssection 15-6-142, MCA, is amended to read:

"15-6-142. Class twelve property -~ description --
tazxable percentage. (1) Class twelve property includes:

{a) a trailer or mobile home used as a residence, less

the exemption provided in 15-6-201(4), except when:

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

(ii) specifically included in ancther class;

{b) after allowing for the exemption provided in

15-6-201(4), the first $80,000 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 vyear 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, as adjusted according to
15-6-134(2)(b){(ii)

{2) Class twelve property is taxed as follows:

(a} Property described in subsection (1}(a) that is not
of the type described in subsection {1){b) is taxed at 3-86%

4.5% of its market value.
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{b) Property described in subsection (1l)(b) is taxed at
3-86% 4.5% of its market value multiplied by a percentage
figure based on income and determined from the table
established in subsection (2)(b)(i) of 15-6~134."

Section 67. Section 15-6-145, MCA, is amended to read:

"15-6-145. Class fifteen property -- description ——
taxable percentage. (1) Class fifteen property includes all
railroad transportation property as described in the
Railroad Revitalization and Regulatory Reform Act of 1976 as
it read on January 1, 1986.

{2) For the taxable year beginning January 1, 1886, and
for each taxable year thereafter, class fifteen property 1is
taxed at the ‘percentage rate "R", to be determined by the
department as provided in subsection {3}, or 12%, whichever
is less.

(3) ® = A/B where:

{a) & is the total statewide taxable value of all
commercial property, except class fifteen property, as
commercial property is described in 15-1-101t3¥tdy,
including class 1 and class 2 property; and

(b) B is the total statewide market value of all
commercial property, except class fifteen property, as
commercial property is described in 15-1-101¢x¥tdy,
including class 1 and class 2 property.

{(4) {a) For the taxable year beginning January 1, 1986,
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and for every taxable year thereafter, the department shall
conduct a sales assessment ratic study of all commercial and
industrial real property and improvements. The study must be
based on:

{i) assessments of such property as of January 1 of the
year for which the study is being conducted; and

(ii) a statistically valid sample of sales using data
from realty transfer certificates filed during the same
taxable year or from the immediately preceding taxable year,
but only if & sufficient number of certificates is
unavailable from the current taxable year to provide a
statistically valid sample,

(b) The department shall determine the value-weighted
mean sales assessment ratio "M" for all such property and
reduce the taxable value of property described in subsection
{4) only, by multiplying the total statewide taxable value
of property described in subsection (4} by "M" prior to
calculating "A" in subsection (1).

{c} The adjustment referred to in subsection (4)(b)
will be made beginning January 1, 1986, and in each
subsequent tax year to equalize the railroad taxable values.

(S} For the purpose of complying with the Railroad
Revitalization and Regulatory Reform Act aof 1976, as it read
on January 1, 1986, the rate "R" referred to in this section

is the equalized average tax rate generally applicable to
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commercial and industrial property, except class fifteen
propecty, as commercial property is defined in
15-1~-101¢33¥{4%."

Section 68, section 15-6-147, MCA, is amended to read:

"15-6-147. Class seventeen property —— description --
taxable percentage. (1) Class seventeen property includes
all airline transportation property as described in the Tax
Equity and Fiscal Responsibility Act of 1982 as it read on
January 1, 1986.

(2) For the taxable years 1986 through 1990 class
seventeen property is taxed at 12%, and f[or each taxable
year thereafter, class seventeen property is taxed at the
lesser of 12% or the percentage rate "R", to be determined
by the department as provided in subsection (3).

{3} (a}) R = A/B where:

{i) A is the total statewide taxable value of all
commercial property, except class seventeen property, as
commercial property is described in 15-1-101+¢%¥¢d5,
including class one and class two property; and

tii) B is the total statewide market wvalue of all
commercial property, except class seventeen property, as
commercial property is described in 15-1-101¢:¥€dy),
including class one and class two property.

(b) In accordance with the commercial property taxable

value adjustment procedure set forth in 15-6-145(4) for
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railroad property, the department shall determine the
value-weighted mean sales assessment ratio "M" and make a
similar adjustment prier to calculating "A" for airline
property, in order to equalize airline taxable values.

(4} For the purpose of complying with the Tax Equity
and Fiscal Responsibility Act of 1982, as it read on January
1, 1986, the rate "R" referred to in this section is the
equalized average tax rate generally applicable to
commercial and industrial property, except class seventeen
property, as commercial property is defined in
15-1-101+4%¥¢d¥."

Section 69. sSection 15-6-201, MCA, is amended to read:

"15-6-201. Exempt categories. (1) Phe Except as

provided im 15-6-208(5), the following categories of

property are exempt from taxation:

{a) the property of:

(i) the United States, the state, counties, cities,
towns, school districts, except, iE congress passes
legislation that allows the state to tax property owned by
an agency created by congress to transmit or distribute
electrical energy, the property constructed, owned, or
operated by a public agency created by the congress to
transmit or distribute electric energy produced at privately
owned generating facilities (not including rural electric

cooperatives):
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{ii) irrigation districts organized under the laws of
Montana and not operating for profit;

(iii) municipal corporations; and

(iv) public libraries;

{b) buildings, with land they occcupy and Ffurnishings
therein, owned by a church and used for actual religious
worship or for residences of the clergy, together with
adjacent land reasonably necessary for convenient use of the
buildings;

(c) property used exclusively for agricultural and
horticultural societies, for educaticnal purposes, and for
nonprofit health care facilities, as defined in 50-5-101,
licensed by the department of health and environmental
sciences and organized under Title 315, chapter 2 or 3. A
health care facility that is not licensed by the department
of health and environmental sciences and organized under
Title 35, chapter 2 or 3, is not exempt.

{(d) preperty that meets the following conditions:

{i) is owned and held by any association or corporation
organized under Title 3%, chapter 2, 3, 206, or 21;

{ii) is devoted exclusively to use in connection with a
cemetery or cemeteries for which a permanent care and
improvement fund has been established as provided for in
Title 35, chapter 20, part 3; and

(iiil) is not maintained and operated for private or
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corporate profit;

(e) institutions of purely public charity;

(f) evidence of debt secured by mortgages of record
upon real or personal property in the state of Montana:

{g) public art galleries and public observatories not
used or held Ffor private or corporate profit;

{h)} all household goods and furniture, including but
not limited to clocks, musical instruments, sewing machines,
and wearing apparel of members of the family, used by the
owner for personal and domestic purposes or for furnishing
or equipping the family residence;

(i) a truck canopy cover or topper weighing less than
300 pounds and having no accommodations attached. This
property is also exempt from taxation under 61-3-504{2) and
61-3-537.

(i} a bicycle, as defined in 61-1-123, used by the
owner for personal transportation purposes;

(k) motor homes, travel trailers, and campers;

(1) all watercraft:

{m) land, fixtures, buildings, and improvements owned
by a cooperative association or nonprofit corporation
o;ganized to furnish potable water to its members or
customers for uses other than the irrigation of agricultural
Land:

(n) the right of entry that is a property right
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reserved in land or received by mesne conveyance (exclusive
of leasehold interests), devise, or succession t¢ enter land
whose surface title is held by another to explore, prospect,
or dig for oil, gas, ccal, or minerals;

(0) property owned and used by a corporation or
association organized and operated exclusively for the care
of the developmentally disabled, mentally ill, or
vocationally handicapped as defined in 18-5-101, which 1is
not operated for gain or profit;

{p) all farm buildings with a market value of less than
$500 and all agricultural implements and machinery with a
market value of less than $100;

(g) property owned by a nonprofit corporation organized
to provide facilities primarily for training and practice
for or competition in international sports and athletic
events and not held or used for private or corporate gain or
profit. For purposes of this subsection (gq), “nonprefit
corporation” means an organization exempt from taxation
under section 501(c¢) of the Internal Revenue Code and
incorporated and admitted under the Montana Nonprofit
Corporation Act.

{r) provided the tools are owned by the taxpayer, the
first 515,000 or 1less of market value of tools that are
customarily hand-held and that are used to:

(i) c¢onstruct, repair, and maintain improvements to
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real property; or

(ii) repair and maintain machinery, equipment,
appliances, or other personal property;

(s) harness, saddlery, and other tack eguipment; and

(t) a title plant owned by a title insurer or a title
insurance producer, as those terms are defined in 33-25-105.

{2) (a) The term "institutions of purely public
charity” includes organizations owning and operating
facilities for the care of the retired or aged or
chronically 111, which are not operated for gain or profit.

(b} The terms “public art galleries" and "public
observatories"” include only those art galleries and
obgervatories, whether of public or private ownership, that
are open to the public without charge at all reasonable
hours and are used for the purpose of education only.

{3} The following portions of the appraised value of a
capital investment made after January 1, 1979, in a
recognized nonfossil form of energy generation, as defined
in 15-32-102, are exempt from taxation for a period of 10
vears following installation of the property:

{a) $20,000 in the case of a single-family residential
dwelling;

(b) $100,000 in the case of a multifamily residential
dwelling or a nonresidential structure.

{(4) The first 54,100 or less of market value of real
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property and improvements that are used exclusively for

residential purposes is exempt from taxation.*

Section 70. section 15-6-208, MCA, is amended to read:

"15-6-208. Mineral exemptions. (1) One-half of the
contract sales price of coal sold by a coal producer who
extracts less than 50,000 tons of coal in a calendar year is
exempt from taxation.

(2) Metal mines producing less than 20,000 tons of ore
in a taxable year shall be exempt from property taxation on
one-half of the merchantable value.

(3) New preduction, as defined in 15-23-601, is exempt
from taxaticon for the first 12 months of production as

provided in 15-23-612.

(4) Minerals in place having an estimated value

determined by the department of less than $1 million are

exempt from taxation.

(5) Minerals in place are not exempt from taxaticn

under 15-6-201(1) if owned by an entity included in

15-6-201(l}(a)} but under lease to an entity or person not

included in i5-6-201(l){a)."

Section 71. section 15-7-103, MCA, is amended to read:

"15-7-103. Classification and appraisal —— general and
uniform methods. (1) It is the duty of the department of
revenue to implement the provisions of 15-7-101 through

15~7-103 by providing:
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fa) for a general and uniform method of classifying
lands in the state for the purpose of securing an equitable
and uniform basis of assessment of said lands for taxation
purposes;

(b} for a general and uniform method of appraising city

and town lots;

(c) Ffor a general and uniform method of appraising

rural and urban improvements;

{d) for a general and uniform methed of appraising

timberlands.

(2) All lands shall be classified according to their
use or uses and graded within each class according to soil
and productive capacity. In such classification work, use
shall be made of socil surveys and maps and all other
pertinent available information.

{3) All 1lands must be classified by parcels or
subdivisions not exceeding 1 section each, by the sections,
fractional sections, or lots of all tracts of land that have
been sectionized by the United States government, or by
metes and bounds, whichever yields a true description of the
land.

{4y All agricultural lands must be classified and
appraised as agricultural lands without regard to the best

and highest value use of adjacent or neighboring lands.

{5) In any periodic revaluation of taxable property
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completed under the provisions of 15-7-111 after Januaty 1,

1986, all property classified in 15-6-134 or [section 83]

must be appraised on its market value in the same year. The

department may use the same year for property classified in

15-6-134 or [section 83). The department shall publish a

rule specifying the year used in the appraisal of property

classified in 15-6-134 and the year used in the appraisal of

property classified in [section 83}.

(6) All sewage disposal systems and domestic use water
supply systems of all dwellings may nct be appraised,
assessed, and taxed separately from the land, house, or
other improvements in which they are located. In no event
may the sewage disposal or domestic water supply systems be
included twice by including them 1in the valuation and
assessing them separately.”

Section 72. sSection 15-8-111, MCA, is amended to read:

"15-8-111. Assessment -— market wvalue standard --
exceptions. (1) All taxable property must be assessed at
100% of its market value except as otherwise provided.

{2) (a) Market wvalue is the value at which property
would change hands between a willing buyer and a willing
seller, neither being under any compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

{b) If the department uses construction cost as one

approximation of market value, the department shall Efully
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consider reduction in value caused by depreciation, whether
through physical depreciation, functional obsolescence, or
economic obsolescence.

{c) Except as provided in subsection (3), the market
value of all motor trucks; agricultural tocls, implements,
and machinery; and vehicles of all kinds, including but not
limited to boats and all watercraft, 1s the average
wholesale wvalue shown in national appraisal guides and
manuals or the value of the vehicle before reconditicning
and profit margin. The department of revenue shall prepare
valuation schedules showing the average wholesale value when
noc national appraisal guide exists.

{3) The department of revenue or its agents may not
adopt a lower or Adifferent standard of value from market
value in making the official assessment and appraisal of the
value of property., except:

(a) the wholesale value for agricultural implements and
machinery is the loan value as shown in the Official Guide,
Tracter and Farm Equipment, published by the national farm
and power equipment dealers association, S5t. Louis,
Missouri;

{(b) for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same

depreciation as those found in the official guide; and
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(¢} as otherwise authorized in Title 15 and Title 61.

(4) For purposes of taxation, assessed wvalue is the
same as appraised value.

(5) The taxable value for all property is the
percentage of market or assessed value established for each
class of property.

{6) The assessed value of properties in 15-6-131
through 15-6-133 is as follows:

{a) Properties in 15-6-131, under class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503 or, if
applicable, as provided in 15-23-515,

{b) Properties in 15-6-132, wunder c¢lass two, are
assessed at 100% of the annual gross proceeds.

{c) Properties in 15-6-133, under <class three, are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposes. BAll lands that meet

the qualifications of 15-7-202 are valued as agricultural

lands for tax purposes.

(d}) Properties in 15-6-143, under class thirteen, are

assessed at 100% of the caombined appraised value of the

standing timber and grazing productivity of the 1land when

valued as timberland.

(e) Property in [section 84], under class twenty-two,

is assessed at 100% of the value of securities as determined
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under fsections J47 and 88].

{7) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a) ownership of the improvements 1is different from
ownership of the land;

{b) the taxpayer makes a written reguest; or

{c} the land is outside an incorporated city or town.
{Subsection (6){d) terminates January 1, 1991--sec. 10, Ch.
681, L. 1985.)"

Section 73. sSection 15-8-201, MCA, is amended to read:

*15-8~-201. General assessment day. (1) The department
of revenue or its agent =#wust, between January 1 and the
second Monday of July in each year, ascertain the names of
all taxable inhabitants and assess all property subject to
taxation in each county. The departient or its agent must
assess property to the persor by whom it was owned or
claimed or in whose possession or control it was at midnight
of January 1 next preceding. It must also ascertain and
assess all mobile homes arriving in the county after
midnight of January 1 next preceding. No mistake in the nanme
of the owner or supposed owner of real property, however,
renders the assessment invalid.

{2) The procedure provided Dby this section may not
apply to:

{a) motor vehicles that are required by 15-8-202 to be
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assessed on January 1 or upon their anniversary registration
date;

(b) motor homes, travel trailers, and campers;

(c) watercraft;

(d} 1livestock:;

(e) property defined in 61-1-104 as ‘"special mobile
equipment” that 1s subject to assessment for personal
property taxes on the date that application is made for a
special mobile equipment plate; and

(f) mobile homes held by a distributor or dealer of
mcbile homes as a part of his stock in trade; or

(@) securities.

$3y--€rediens——-must---be-—-assessed---as—--provided-—--in
15-3~-10Rt1ILEF ="

Section 74. Ssection 15-8-301, MCA, is amended to read:

"15-8-301. Statement -- what to contain. (1) The
department of revenue or its agent must shall require from
each perscn a statement under oath setting forth
specifically all the real and perscnal property owned by
such person or in his possession or under his control at
midnight on January 1. Sueh The statement must be in
writing, showing separately:

{a) all property belonging to, claimed by, or in the

possession or under the contrcl or management of such

person;

-140-



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

25

LC 1708/01

(b} all property belonging to, claimed by, or in the
possession or under the control or management of any firm of
which such person is a member;

{(c) all property belonging to, claimed by, or in the
possession or under the control or management of any
corporation of which such persoa is president, secretary,
cashier, or managing agent;

(d) the county in which such property is situated or in
which it is liable to taxation and (if liable to taxation in
the county in which the statement is made) also the city,
town, school district, road district, or other revenue
districts in which it is situated;

(e) an exact description of all lands in parcels or
subdivisions not exceeding 640 acres each and the sections
and fractional sections of all tracts of 1land containing
more tHRan 640 acres which have been sectionized by the
United /States government; improvements and personal
propgf%y; all taxable state, county, city, or -other
muﬁicipal or public bonds =and the taxable bonds of any
persen, firm, or corporation and deposits of money, gold
dust, or other valuables and the names ¢of the persons with
whom such deposits are made and the places in which they may
be found; all mortgages, deeds of trust, contracts, and
other obligations by which a debt is secured and the

property in the county affected thereby:
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() all solvent credits, secured or unsecured, due or
owing to such person or any firm of which he is a member or
due or owing to any corporation of which he is president,
secretary, cashier, or managing agent;

(g} all depots, shops, stations, buildings, and other
structures erected on the space covered by the right-of-way
and all other property owned by any person owning or
cperating any railroad within the county.

(2) Whenever one member of a firm or one of the proper
officers of a corporation has made a statement showing the
property of the firm or corporation, another member of the
firm or another officer need not include such property in
the statement made by him but this statement must show the
name of the person or officer who made the statement in
which such property is included.

{3) The fact that such statement is not required or
that a person has not made such statement, under oath or
otherwise, does not relieve his property from taxation.

(4) With respect to a person owning securities, the

stacement reguired in this section must include a list of

the securities owned by the person and the days during the

taxable year that the person owned each of the securities,

as required in {sectiocn 87}."

Section 75. section 15-8-408, MCA, is amended to read:

"15-8-408. Personal property. Personal property, other
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than livestock and securities, subject to taxation or a [fee
in lieu of tax in the state shall be taxable in the taxing
jurisdiction where it is located on January 1, whether or
not the same 1s owned, claimed, or possessed by the person,
as defined in 15-1-102, owning, claiming, or possessing it
on January 1."

Section 76. section 15-23-101, MCA, is amended to read:

*15-23-101. Properties assessed. The

centrally
department of revenue shall centrally assess each year:

{1} the franchise, rocadway, roadbeds, rails, roliing
stock, and all other operating property of railroads
operating in more than one county in the state or more than
one state;

(2) property owned by a corporation or other person
cperating a single and continuous property operated in more
than one county or more than one state, including telegraph,
telephone, microwave, electric power or transmission lines;
natural gas or oil pipelines; canals, ditches, fiumes, ot
like properties and including, if congress passes
legislation that allows the state to tax property owned by
an agency created by congress to transmit or distribute
electrical energy, property constructed, owned, or operated
by a public agency created by the congress to transmit or
distribute electric energy produced at privately owned

generating facilities {not including rural electric
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cooperatives)

(3) all property of scheduled airlines;

{4) the net proceeds of mines and of oil and gas wells;

(5) the gross proceeds of coal mines; and

(6) property described in subsections (1) and (2) which
is subject to the provisions of Title 15, chapter 24, part
12;_angd

(7) securities."

Section 77. Section 15-23-103, MCA, is amended to read:
"15-23-103. Due date of reports and returns --
extensions. (1) Except as provided 1in subsection (2) and
15-23-602, weach report or return described in 15-23-30%,

15-23-402, 15-23-502, eor 15-23-701, or [section 87] shall be

delivered to the department on or before March 31 each year.

(2) Each report or return for a natural gas or o©il
pipeline described 1In 15~23-301 must be delivered to the
department on or before April 15 each year.

{3) Each report described in 15-23-201 or 15-23-515
must be delivered to the department before April 15 each
year.

(4) The department may for good cause extend the time
for filing a return or report for not more than 310 days."

Section 78. section 15-23-106, MCA, is amended to read:

"15-23-106. Transmission to the counties. (1} On or

before July 1, the department shall transmit to its agent in
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each county a statement listing:

{a) the assessed value of railrocad property., as
determined under 15-23-202, apportioned to the county,
including the length or other description of such property;

k) the assessed value of utilitv property, as
determined under 15-23-303, apportioned to the county,
including the length or other description of such pfoperty:

(c) the assessed value of property of airiine
companies, as determined under 15-23-403, apportioned to the
county: 90% of the value of the property ocf airline
companies apportioned to any county by reason of a state
airport being located in the county shall be stated
separately from the remaining assessed value of the property
of airline companies apportioned to the county;

{(d} the assessed value o©of the net proceeds and
royalties from mines and coil and gas wells in the county, as
determined under 15-23-503, 15-23-505, 15-23-51%, 15-23-603,
and 15-23-605; and

(e} the assessed value of the gross proceeds from coal
mines, as described in 15-23-701; and

(£) the assessed value of securities subject to

taxation.

{2) The agent of the department shall enter the
assessed values so transmitted in the assessment hoox in a

manner prescribed by the department.”
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Section 79. section 15-24-901, MCA, is amended to read:
"15—-24-901. pefinition. As used in this part,
"livestock" includes those animals specified in the

definition of livestock in 15-1-101¢%¥¢%¥."

Section 80. section 61-3-303, MCA, is amended to read:

"61-3-303. Application Eor registration. (1} Every
owner of a motor vehicle operated or driven upon the public
highways of this state shall for each motor vehicle owned,
except as herein otherwise expressly provided, file or cause
to be filed in the cffice of the county treasurer where the
owner makes his permanent residence at the time of making
the application cr, i{f the vehicle is owned by a corporaticn
cr used primarily for commercial purposes, in the taxing
jurisdiction of the county where the vehicle is permanently
assigned, an applicaticn for registration or reregistration
upon a blank form to be prepared and furnished by the
department. The applicaticn shati must contain:

{a) name and address of owner, giving county, school
district, and town or city within whose corporate limits the
motor vehicle is cvaxable, if taxable, or within whose
corporate limits the owner's residence is located if the
motor vehicle is not taxable;

(b) name and address of the holder of any security
interest in the meotsr vehicle:

(c} descriprticn of motor vehicle, including make, year
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model, engine or serial number, manufacturer's model or
lecter, gross weight, type of body, and if truck, the rated
capacity;

{d) in case of reregistration, the license number for
the preceding year; and

{e) such other information as the department may
reguire.

(2) A person who files an application for registration
or reregistration of a motor vehicle, except of a mobile
home as defined in 15-1-101+%*%, shall upon the filing of the
application pay to the county treasurer:

(a) the registration fee, as provided in 61-3-311 and
61-3-321; and

{b} unless it has been previously paid:

(i) the perscnal property taxes assessed against the
vehicle for the current year of registration and the
immediately previous year; or

{il) the new motor vehicie sales tax against the vehicle
for the current year of registration.

(3) The application may not be accepted by the county
treasurer unless the payments required by subsection (2)
accompany the application. The department or its agent may
not assess and the county treasurer may not ceollect taxes or
fees for a period other than:

fa) the current year; and
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(b} +the immediately previous year, if the vehicle was
not registered or operated on the highways of the state,
regardless of the period of time since the wvehicle was
previously registered or operated.

(4) The department or its agent may make full and
complete investigation of the tax status of the vehicle. Any
applicant for registration or reregistration must submit
proof from the tax or other appropriate records of the
proper county at the request of the dJepartment or its
agent."”

Section 81. section 61-3-502, MCA, is amended to read:

"§1-3-502. Sales tax on new motor vehicles -
exemptions. (1) In consideration of the right teo use the
highways of the state, there is imposed a tax upon all sales
of new motor vehicles, excluding trailers, semitrailers, and
housetrailers, for whiech a license is scught and an original
application for title is made. The tax must be paid by the
purchaser when he applies for his original Montana license
through the county treasurer.

{2) Except as provided in subsections (4) and (5}, the
sales tax is:

{a) 1 1/2% of the f.o.b. factory list price or f.o.b.
port~-af-entry list price, during the first quarter of the
year or Eor a registration period other than a calendar year

or calendar quarter;
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{b} 1 1/8% of the list price during the second quarter
of the year;

(c) 3/4 of 1% during the third quarter of the year:

(d)y 3/8 of 1% during the fourth quarter of the year.

{3) If the manufacturer or importer fails to furnish
the f.o.b. factory list price or f.o.b. port-of-entry 1list
price, the department may use published price lists.

{4) The new car sales tax on vehicles subject to the
provisions of 6:-3-313 cthrough 61-3-316 is 1 1i/2% of the
f.o.b. factory list price or f.c.b. port-of-entry list price
regardless of the month in which the new vehicle 1is
purchased.

(5) The sales tax on new motor vehicles registered as
part of a fleet under 61-3-318 is 3/4 of 1% of the f.o.b.
factory list price or f.o.b. port-of-entry list price.

{6) The proceeds from this tax must be remitted to the
state treasurer every J0 days for credit to the stare
highway account of the state special revenue fund.

(7) The new wvehicle is not subject to any other
assessment, fee 1in lieu of tax, or tax during the calendar
year in which the original application for title is made.

{8) (a) The applicant for original registraticn of any
new and unused motor vehicle, or a new motor vehicle
furnished without charge by a dealer to a schoel district

for use as a traffic educar:icn motor vehicle by a school
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district operating a state-approved traffic education
program within the state, whether or not previcusly licensed
or titled to the school district (except a mobile home as
defined in 15-1~101+¢%3¥), acquired by original contract after
January 1 of any year, is required, whenever the vehicle has
not been otherwise assessed, to pay the motor vehicle sales
rax provided by «chis section irrespective of whether the
venicle was in the state of Montana on Januwary 1 of the
year.

(b) No motor vehicle may be registered or licensed
ander che provisions of this subsection unliess Lhe
application for registration i1s accompanied by a statement
of origin to be furnished by the dealer selling the vehicle,
shewing that the vehicle has not previously been registered
or owned, except as otherwise provided herein, by any
person, firm, corporation, or association that is not a new
motor vehicle dealer holding a franchise or distribution
agreement from a new car manufacturer, distributor, or
importer.

{9 ta} Motor vehicles operating exclusively for
transportation of persons for hire within the limits of
incorpeorated cities or towns and within iS5 miles from such
limits are exempt from subsection (1).

{b} Motor vehicles brought or driven intc Montana by a

acnresident, migratory, bona fide agricultural worker
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temporarily employed in agricultural work in this state
where these motor vehicles are wused exclusively for
transportation of agricultural workers are also exempt from
subsecticn (1).

(cy Vehicles lawfully displaying a licensed dealer's
piate as provided in 61-4-103 are exempt from subsection (1)
when moving to or from a dealer’'s place of business when
unlcaded or loaded with dealer's property only, and in the
case of vehicles having a gross 1oaded weight of less than
24,000 pounds, while being demcnstrated in the course of the
dealer's business."

Section 82, section 61-3-503, MCA, is amended to read:

*61-3~503. (Temporary) Assessment. (@B Except as
provided in 61-3-%20 and subsection {(2) of this section, the
fellowing apply to the taxation of motor vehicles:

(a) Except as provided in subsections (l}{c) through
{l)te), a person who files an application for registration
or reregistration of a motor vehicle shall before filing the
application with the county treasurer submit the application
to the county assessar. The county assessor shall enter on
the application in a space to be provided for that purpose
the market value and taxable value of the wvehicle as of
January 1 of the year for which the application for
registration is made.

{b) Except as provided in subsection (l){c}, motor
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vehicles are assessed for taxes on January 1 in each vyear
irrespective of the time fixed by law for the assessment of
other classes of personal property and irrespective of
whether the levy and tax may be a lien upon real property
within the state. A motor vehicle is not subject to
assessment, levy, and taxation mere than once in each year.
(c) Vehicies subject to the provisions of 61~-3-313
through 61-3-316 shall be assessed as of the first day of
the registration period, wusing the average trade-in or
wholesaie value as of January 1 of the year of assesgment of
the vehicie as contained in the most recent volume of the
Mountain States Edition of the National Automobile Dealers
Assoclation (N.A.D.A.) Official Used Car Guide, the National
Edition of N.A.D.A. Appraisal Guides Official Older Used Car
Guide, or, for a wvehicle that was never listed in any
edition of the preceding guides, the retail wvalue of the
vehicle as determined by the county assessor, and thereafter
depreciated 10% per year until a value of $500 is reached,
not including additions or deductions for options and
mileage but including additions or deductions, whether or
not one of the preceding guides is used, for diesel engines;
and a lien for taxes and fees due on the vehicle shall occur
on the anniversary date of the registraticon and shall
continue until the fees and taxes have been paid. 1If the

value shown in any of the appraisal guides listed in this
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seccion is less than $500, the department shall wvalue the
vehicle at $500.

{d) Mororcycles and quadricycles shall be assessed,
using the greater of the following:

(i) $250; or

(ii}) the average trade-in or wholesale wvalue as of
January 1 of the vyear of assessment of the vehicle as
contained in the most recent vwvolume of the applicable
Naticnal Edition 2f the N.A.D.A. Motorcvcle/Moped/ATV
Bppraisal Guide cr N.A.D.A. Recreatiornal WVehicle Appraisal
Guide, not including additions or deductions for options and
mileage.

{e} If a vehicle assessed under subsection (l})(c) or
{l}(d) is not originally listed in the applicable N.A.D.A.
guide, the department of revenue or its agent shall
depreciate the original f.o.b. factory list price, £.0.b.
port-of-entry 1list price, or the manufacturer's suggested
list price, using the following methods:

(i} 1f the new car sales tax has been previously paid
and the vehicle is less than 1 year :in age, the depreciation
percentage shall be 20%; or

{iiy if the vehicle is 1 year or older in age and it is
not listed in any of the appraisal guides listed in this
section, the department of revenue =shall determine Lhe

depreciation percentage to approximate the average wholesale
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or trade-in values in the current N.A.D.A. guides referred
ta in this subsection. For purposes of this subsection (1],
the age of the vehicle is determined by subtracting the
manufacturer's model vear of the vehicle from the calendar
year of assessment.

{f) ®hen a minimum value of $500 is reached, the wvalue
shall remain at that minimum so long as the vehicle 1is
registered.

(g) 1If a previouslv reaistered vehicle is no longer
listed in the applicable N.A.D.A. guide, the department or
its agent shall depreciate the value of the vehicle at the
rate of 10% a year until a minimum amount of $500 is
attained, and the value shall remain at that amount so 1locng
as the vehicle is registered.

{2} The provisions of subsections (1l){a)} through (1)(g)}
de net apply to motor homes, travel trailers, campers, or
mobile homes as defined in 15-1-101¢%3}., (Terminates December
31, 1%93--sec. li, Ch. 5235, L. 1989.)

61-3-503. (Effective January 1, 1994) Assessment. (1)
Except as provided in subsection (2}, the foilowing apply to
the taxaticn cf mozor vehicles:

{a} Except as provided in subsections {l){c) through
{1)(e), a person who files an application Zfor registration
At reregistration of a motor vehicle shall before filing

such application with the county treasurer submit the
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application to the «county assessor. The county assessor
shall enter on the application in a space to be provided for
that purpose the market value and taxable value of the
vehicle as of January 1 of the year for which the
application for registration is made.

{by Except as provided 1in subsection (l)(c), motor
vehicles are assessed for taxes on January 1 in each year
irrespective of the time fixed by law for the assessment of
other classes of persconal property and irrespective of
wnether the levy and tax may be a lien upon real property
witnin the state. in nNo event may any moLdr venlcle be
subject to assessment, ievy, and taxaticon more than once in
sach year.

(c) Vehicies subject to the praovisions of &i-3-31.
through 61-3-316 shall be assessed as of the first day of
the registration period, wusing the average trade-in or
wholesale value as of January 1 of the year of assessment of
the vehicle as contained in the most recent volume of the
Mountain States Edition of the National Automobile Dealers
Association (N.A.D.A.) Official Used Car Guide, the National
Edition of N.A.D.A., Appraisal Guides Official Older Used Car
Guide, c¢r, for a wvehicle that was never listed in any
edition cof the preceding quides, the retail wvalue of the
vehicle as determined by the county assessor, and thereafter

depreciated 10% per year until a value of $500 is reached,
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not including additions or deductions for options and
mileage but including additions or deductions, whether or
not one of the preceding guides is used, for diesel engines;
and a lien for taxes and fees due on the vehicle shall occur
on the anniversary date of the registration and shall
continue until the fees and taxes have been paid. If the
value shown in any of the appraisal guides listed in this
section is less than $500, the department shall wvalue the

vehicle at $500.

(d) Motorcycles and quadricycles shall be assessed,
Gusinlg the Sreater of the foilowing:

(iv 0 $250; a:z

(il) the average trade-in or wnolesale wvalue as of
January 1 ot the year of assessment of the vehicle as
contained in the most recent wvolume of the applicable
National Editicn of the N.A.D.A. Motorcycle/Moped/ATV
Appraisal Guide or N.A.D.A. Recreational Vehicle Appraisal
Guide, not including additions or deductions for options and
mileage.

(e) If a wvenhicle assessed under subsection (l){c) or
{1)(d) is not originally listed in the applicable N.A.D,A.
guide, the department of revenue or 1its agent shall
depreciate the original f£.o.b. factory 1list price, f.o.b.
port-cf-entry list price, or the manufacturer's suggested

tist price, using the following methods:
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{i) if the new car sales tax has been previously paid
and the vehicle is less than 1 year in age, the depreciation
percentage shall be 20%; or

(ii) if ¢the vehicle is 1 year or older in age and it is
not listed in any of the appraisal guides listed in this
section, the department of revenue shall determine the
depreciation percentage toc approximate the average wholesale
or trade-in wvalues in the current N.A.D.A. guides referred
to in this subsection. For purposes of this subsection (1).
the age of the vehicle is determined by Subtractinag the
manufacturer's model year of the vehicle from the calendar
year of assessment.

(f) When a minimum value of $500 is reached, the wvalue
shall remain at that minimum so long as the vehicle is
registered.

{g) If a previously registered vehicle is no longer
listed in the applicable N.A.D.A. guide, the department or
its agent shall depreciate the value of the vehicle at the
rate of 10% a vyear wuntil a minimum amount of $500 is
attained, and the value shall remain at that amount so long
as the vehicle is registered,

(2) The provisions of subsecticns {l1)(a) through {1){g)
do not apply to motor nomes, :travel trailers, campers, ot
mobile homes as definec in 13-1-101tz3."

NEW SECTION. Section 83. Class twenty-one property —-

. -157-

18

13

20

LC 1708/01

description -—- taxable percentage. {1) Class twenty=-one
property includes:

(a) all land used for commercial purpeses except that
specifically included in another <lass; and

(p) all improvements used for commercial purposes
except those specifically included in another class.

{2} Except as provided in 15-24-1402 or 15-24-1501,
wrspertvy included in c¢lass twentv-one is taxed at 4.5% of
it market value.

NEW SECTION. Section 84. Class twenty-two property ——
description -- taxable percentage. (1) C(Class twenrcy-two
preperty includes all securities.

(2) Property included in class twenty~two is taxed at
4.5% of its market value.

NEW SECTION. Section 85. Exemption of certain
securities or portfolios., The following securities or
portfolics are exempt from taxation but are not exempt from
determining the value of a portfolio:

(1) the first $1 miillion or less of value of a
portfolio;

(2) the total value of a portfolio:

{a) owned or held by a governmental entity; or

{b) that meets the requirements of a qualified pension,
profit-sharing, or stock bonus plan under 26 U.S.C. 401

{3) the value of a security issued by any entity of the
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federal government:; and

{4) the value of a security issued by the federal
national mortgage association or the government national
mortgage association, established in Title 12 U.5.C. 1716,

to the extent that the securities are prohibited from being

taxed.

NEW SECTION. Section 86. Legislative findings -—
policy. (1) The legislature finds that a majority of Montana
citizens make significant investments in real property and
improvements that constitute their nome or rarmstead and
that are subject to taxatisn as  propercty, ana fLinds  thats
most Dusinesses L Montana  iavast .0 gal  property,
improvements, and personal property that 1s also subject o
taxation. The legislature also finos that some Montana
citizens and businesses have fihancial resocources significant
and substantial enough to invest in very valuable portfolios
of stocks, bonds, and other securities that are not subject
to property taxation in Montana.

(2} Therefore, it is the policy of the legislature that
portfolios of securities that exceed $1 million in value and
are owned by a person living in or an entity conducting
bugsiness in Montana should be subject to taxation as
property.

(3) It is further the policy of the legislature to tax

only that portion of the paortfolio value that exceeds $1
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million.

NEW SECTION. Section 87. Tazation of securities -

statement of value. (1) Except as provided in [section B85],
all securities must be taxed as other property subject to
taxation is taxed.

(2) Every person owning a portfolio of securities that
at any time during the preceding taxable year exceeded
$750,000 in value shall, on or before March 31 during the
current taxaple year, make out a statement of the value of
the securities. The statement must be in the form prescribed

. T

department cf revenue and must be verified by the

cath 2f the pers-n completing the statement or py the
manager, superintendent, agent, president, cr vice
president, if a corporation, association, or partnership.

The completed and verified statement must be delivered to
the department on or before March 31. The statement must
include the following:

(a)y the name and address of the owner of the
securities;

{b}) the name and type of each security owned by the
person during the preceding taxable year and the dates on
which he owned each security; and

(C) the total average daily wvalue of the securities

listed in subsection (2)({b).

NEW SECTION. Section 88, value of securities —- how
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computed. (1) The department of revenue shall calculate from
the statements the average daily value of the securities or
portfolio owned by the person making the statement.

{2) To the extent that a portfolioc contains one or mocre
securities that are exempt from taxation under [section
89(3}) or (4)1, the value of the exempt securities must be
included in the wvaiue of a portfolio even though the
security is exempt from taxation.

(3) If the vaiue of a pofttollo. including the wvalue of
securities exempted under fsection 853y or {4)1. exceeds S$1
million, the amount of value in excess of $1 million must be
first attributed to securities that are subiject to taxation.

(4) In determining the value of securities subiject to
taxation, only that portion of a portfolio that exceeds S1
million in wvalue is subject to taxation. Additionally, the
portion subject to taxation is subject to taxation according
Lo the ratio that the number of days that the value of che
portfolio exceeding $1 million bears to the total number of
days in the btaxable year.

{5) In computing the value of a portfolio, the
department may not allow any reduction for brokerage or
similar fees paid.

NEW SECTION. Section 89. collection of the tax. The

tax on securities may be cecllected and the payment enforced

by the institution Df a civil action for its collecticon in
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any court of competent jurisdiction. Resort to this method
of enforcing collection does not bar the right to resort to
any other authorized method.

NEW SECTION. Section 90. False or fraudulent reports
-— penalty -- false swearing. If a statement required by
[sections B6 throuch 92] contains any false or fraudulent
statement as to the value of a securityv or the period that a
cecurity was owned, the desartment of revenue shall compute
ne  vaiue of ©ne securitv usina whatever information is
zvailable. In additicn to the nenalties apolicable to filina
a false statement under the provisions of this title, the
person making the false or fraudulent statement is gquilty of
false swearing under 45-7-202.

NEW SECTION. Section 91. Examination of records by
department. The department of revenue may at any time
examine any reccrds specified in [secticns B6 through 92] as
they may pertain e the value or period of ownership in
crder to verify the statements made by the person. If from
the examination or from other information the department
finds any statement or any material part of a statement
faise or fraudulent, the department shall assess the value
in the same manner as provided for in [sections 87 and 8B].

NEW SECTION. Section 92. rulemaking. The department of

revenue shall make rules <o implement the provisions of

[sections 86 through 927,
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NEW SECTION. Section 93. Legislative findings -
policy. (1) The legislature Ffinds that the federal
government has inhibited the state's ability to tax as
property certain railroad transportation property and
airline transportation property. The legislature £further
finds that within the restrictions imposed by the Railrocagd
Revitalization and Regulatory Reform Act of 1976 and the Tax
Equity and Fiscal Responsibility Act of 1582, the state has

some limited authority to set the tax rates applicable to

railroad transportation property and airline transportation

prcpecty.

t<y il 45 tne poalCy ©Of tne (egisiature thasT  in
determining the taxaple rate applicable to railrcad
transpertation property described in 15-6-145, the

department of revenue should seek to obtain the highest
taxable rate allowable under the Railroad Revitalizaticn and
Regulatory Reform Act of 1976 and 15-6-145. Similarly, it is
the policy o©f the legislature that in determining the
taxable rate applicable to airline transpo?tatxcn property
described in 15+6-147, the department should seek to obtain
the highest taxable rate allowable under the Tax Equity and
Fiscal Responsibility Act of 1982 and 15-6-147.

{3) To Limplement the policy described in subsection
(2), it is the iatent of the legislature that property

classified in Montana as the net proceeds of mines inciuded
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in 15-6-131 and the gross proceeds of mines included in
15-6-132 is to be included in the formulas used to determine
the taxable rates applicable to property in 15-6-145 and
15~-6-147.

{4) It is also the policy cf the legislature that the
department should determine 100% of the fair market value of
railroad transportation property and airline transportation
property by the most appropriate appraisal methods available
and then use 100% of the fair market wvalue in determining

the taxablie value.

2, In ordsz:r: o implemenr: the policies described in

[}

this section, the icyislature intenas for the department to:

(a) ascertain 100% of the market value of Failroad
transportation property described in 15-6-145 and airline
transportaticon property described in 15-6-147 by the most
appropriate appraisal methods available:

{b)} determine the maximum rate of taxation allowable
under the Railroad Revitalization and Regulatory Reform Act
of 1976, which is described 1in formula in 15-6-145(3)
through (5), and the maximum rate of taxation allowable
under the Tax Equity and Fiscal Responsibility Act of 1982,
which is described in formula in 15-6-147(3) and (4); and

{c) defend, if necessary, the valuation ascertained or
the rate of taxation determined, or both, should either ar

both be protested or litigated.
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NEW SECTION. Section 94. cClass twenty-three property
-— description -- method of valuation —— taxable percentage.
{1} Class twenty-three property includes business
inventories with a market value of 51 million or more.

{2y As wused in subsection (1}, the term “business
inventories”" includes gocds primarily intended for sale and

not for 1lease in the ordinary course of business and raw

materials and work in progress with respect to the aoods.

The term does not includs goods .sz2sed or rented or mobile
homes held by a dealer ¢r distr:bytor as part of nis  Stock
in trade. The market wvaliue of business inventories for

property tax purposes (s the cost to the person subject to

the tax.

(3) Class twenty-three property is taxable at 4.5% of
its market value.

Section 95. section 15-6-202, MCA, is amended to read:

"15-6-202. Freeport merchandise and small business
inventories exemption. (1) Freeport merchandise and business

inventories with a market value of less than $1 million are

exempt from taxation.

[2} Freeport merchandise means these stocks of
merchandise manufactured or produced outside this state
which are in transit through this state and consigned to a
warehouse or other storage Ffacility, public or private,

within this state for storage in transit prior to shipment
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to a final destination outsidé the state and which have
acguired a taxable situs within the state.

(3) Stocks of merchandise do not lose their status as
freeport merchandise because while in the storage facility
they are assembled, bound, joined, processed, disassembled,
divided, cut, broken in bulk, relabeled, or repackaged.

{4y Anv person or other group seeking to qualify its
vroperty for inclusion in the freeport merchandise class
shaii make application to the department of revenus 1 sSuch

manner or form as may ve reguired by tne department,

5}y UBusiness As used in this section, the term

"business inventories" inctudes-goods-primarity—-intended-for
sate-—-and--not--for-lease-in-tha-ordinary-course—of-business
and-raw-matertatrs-and-work-in-progress-with-respect-to--such
goods---Businesa--inventorisa-do-net-incinde—-goods-tensed-or
rented-or-mobite-homes-hetd-by-a-deater--or-—-distribator--as

part—~cf--his--stseck--in-trade means business inventories as

defined in [section 94])."

Section 96. section 15-24-301, MCA, is amended to read:
"15-24-301. Personal property brought into the state -—-
assessment -- exceptions -- custom combine equipment. (1)
Except as provided in subsections (2) through (5), property
in the following cases is subject to taxation and assessment
for all taxes levied that year in the county in which it is

located:
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{a) any personal property (including livestock)
brought, driven, or coming into this state at any time
during the year that is wused in the state for hire,
compensation, or profit;

(b} property whose owner or user is engaged in gainful
occupation or business enterprise in the state; or

(c) property which comes to rest and becomes a part of
the general property of the state.

{2y The taxes on this property are levied in the same
manner ana toO the same extent, except as otherwise provided,
as thougn tne property had been 1n the county <n the tegular
assessment gate, provided that cne property nas not oeen
tegulariy Aassessed ror the year 1n SOmMe other county <& oo
state.

{3y Nothing in this section shall be construed to levy
& tax against a merchant or dealer within this state on

goods, wares, or merchandise brought into the county to

replenish the stock of the merchant or dealer in addition to

the tax levied against the inventory of the mercnant or

dealer on the reqular assessment date.

{4} Any motor vehicle not subject to a fee in lieu of
tax brought, driven, or coming into this state by any
nonresident person temporarily employed in Montana and wused
exclusively for transportation of such perscn is sublect to

taxation and assessment for taxes as [0ollows:
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{a) The motor vehicle is taxed by the county in which

it is located.

{b} One-fourth of the annual tax liability of the motor
vehicle must be paid for each quarter or portion of a
quarter of the year that the motor vehicle is located in

Montana.

(¢) The gquarterly taxes are due the first day of the

quarter.

(5) Agricultural harvesting machinery classified under
class eight, Llicensed in other states, and operated on the
Lanas oF persans ciher than the cwner of the machinery under
contracts [or nire shall be subject to a fee in lieu of
taxation of §$35 per macnine for the calendar year in which
the fee is collected. The machines shall be subject to

taxation wunder class eight only if they are sold in

Montana."

NEW SECTION. Section 97. Repealer. (1) Sections

15-30-103, 15-30-105, 15-30-108, 15-30-110, 15-36-111,

15-30-112, 15-30-113, 15-30-114, 15-30-115, 15-30-117,

15-30-121, 15-30-122, 15-30-123, 15-30-125, 15-306-126,

15-30-131, 15-30-132, 15~30-~135, 15-30-136, 15-30-137,

15~-36-142, 15-30-143, 15-30-156, 15-30-157, 15-32-109,
15-32-201, 15-32-202, 15-32-203, 1%-9-1045, and 19-13-1003,
MCA, are repealed January I, 1991.

{2) Sections 15-6-136, 15-10-401, 15-10-402, 15-10-411,
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and 15-10-412, MCA, are repealed January 1, 1992.

NEW SECTIOW. Section 98. codification instruction. (1)
{a) [Sections 6 through 10j are intended to be codified as
an integral part of Title 15, chapter 30, part 1, and the
provisions of Title 15, chapter 30, part 1, apply ¢to
[sections & through 10}.

(b} The coce commissiconer is instructed to make changes
throughout the Montana Code Annotated to reflect the change
in the definition of "Internai Revenue Code" in 15-30-101.

(2} [Sectiane A0 ard 611 ars intended to be codified as
an integral part of Title 15, cnhapter 23, part 6, and the
provisions of Title 15, chapter 23, part 6, apply to
[sections 60 and 61].

(3) [Secticns B3, 84, and 94] are intended to be
codified as an integral part of Title 15, chapter 6, part 1,
and the provigions of Title 15, chapter &, part 1, apply to
fsections 83, 84, and 9%4j.

(4) [Section 85] is intended to be codified as an
integral part of Title 15, chapter 6, part 2, and the
provisions of Title 1% apply to [section 851,

(5) [Sections 86 through 92} are intended to be
codified as an integral part of Title 15, chapter 23, and
the provisions of Title 15 appiy to [sections 86 through
92].

(6) [Section 33} 1s intended to be codified as an
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integral part of Title 15, chapter 7, part 1, and the
provisions of Title 15, chapter 7, part 1, apply to [section
93]).

NEW SECTION. Section 99. severability. If a part of
{this act} is invalid, all wvalid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications. the part
remains in effect in all wvalid applicaticns that are
severable from the invalid applications.

NEW SECTICNH. Section 100, saving clause. [This act]
dces not affect riaghts and duties that matured, penalties
that were incurred, or proceedings that were begun before
[the effective dates of this act].

NEW SECTION. Section 101. Effective dates. (1)
[Sections 1 through 32, 40 through 52, 60, 61, 97 through
100, 102, 103, and this section] are effective cn passage
ané approval.

{2) ({Sections 33 through 39 and 53 through 5%] are
gffective July 1, 1992.

NEW SECTION. Section 102, Retroactive applicability.
(1) {Sections 1 through 32 and 97(1)] apply retroactively,
within the meaning of 1-2-109, to taxable years beginning
afiter December 31, 1390.

(2) [Sections 33 chrough 61] apply retrocactively,

within the meaning of 1-2-109, to coal, oil, and natural gas
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produced after December 31, 19%0.
NEW SECTION. Section 103. applicability. [Sections 62

through 96] apply tc taxable years beginning after December
31, 1991.

-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 SBO467, as introduced.

DESCRIPTION OF PROPOSED I1EGISLATION:

An act to generally revise the income tax and property tax laws of Montana; repealing the existing state individual income
tax and imposing a state income tax based on a percentage of the federal income tax payable on Montana taxable income;
exempting from property taxation the first $4,100 or less of the market value of residential real property and improvements;
reducing the tax rate applicable to business equipment and other commercial personal property in Class Eight from 9 percent
to 4.5 percent; establishing the tax rate applicable to all commercial and residential real property and improvements at 4.5
percent; simplifying the taxation of property by placing most monutility property in the same class; reimposing the taxes on
coal gross proceeds and on cil and natural gas net proceeds that were in effect prior to the passage of Chapter 11, special
laws of June 1989; subjecting that portion of portfolios of securities that exceeds $1 million in value to property
taxation; taxing minerals in place with a value in excess of $1 million as Class 4 property; defining minerals in place;
providing that minerals in place owned by a governmental entity are taxable if leased by a nongovermmental entity; providing
that business inventories with a market value of $1 million or more are taxed at 4.5 percent of market value; repealing the
provisions of Initiative Measure No. 105; and providing effective dates and applicability dates.

Fhddrkdokddek SECTION A - INDIVIDUAL INCOME TAXAkdoiririiioiok
ASSUMPTIONS:

1 Individual income tax collections under current law are $311,176,000 in FY92 and $327,201,000 in FY93 (OBPP).

2. Under current law, all individual income tax cellections are deposited in the state general fund.

3. Under the proposal, state income taxes will be 32% of the taxpayer’s adjusted federal tax liability. This increases
individual income tax collections $29,986,000 in FY92 and $32,692,000 in FY93 (DOR simulations).

4. Implementing the proposal will require one-time additional administrative expense of $125,000 in FY92: 2.00 FTE, at
$78,000 and operating expense of $47,000. Annual (on-going) administrative expense reductions total $106,903: 1.00 FTE
at §21,160 and operating expense of §$85,743.

FISCAL IMPACT:

FY '92 FY ‘93
Expenditures; Current Law Proposed Law Difference Current Law Proposed Law Difference
F.T.E. 4] 1.00 1.00 0 (1.00) (1.00)
Personal Services 0 56,840 56,840 0 (21,160) (21,160}
Operating Expense 0 (38.743) (38.743) 0 (85.743) (85,743)
Total 0 18,097 18,097 Q (106,903) (106,903)

ROD SUNDSTED, BUDGET DIRECTOR " DAT THOMAS E. "TOM" TOWE, PRIMARY SPONSOR ATE

Office of Budget and Program Planning
Fiscal Note for SRU467 . as introduced 5'3 .I‘v'l




Fiscal Note Request SBO467 . as introduced

Form BD-15
Page 2
eV L1
FYy '92 FY '93
Current Law Proposed law Difference Current Law Propaosed law Difference
Individual Income Tax (0l) 311,176,000 341,162,000 29,986,000 327,201,000 359,893,000 32,692,000

ededededriok dededeod dedok desclricdedok R ko drkodedekok ke dodedede Rodedkododedeke ke dekedk dodekok ok kok dedek ok ke ke deok ke ke kok ok k ke kb k dk Ak kR dkk kkkkk ke dkkkkkkkdkkokkkok kkddkkkdokiokdkkikkk ik

WhkoikdoiedeiekSECTION B - NET AND GROSS PROCEEDSrhinkkknirirink
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ASSUMPTIONS:

1. The total distribution of IGST receipts for oil and natural gas will be $33,551,185 in FY91 (DOR).

2. The total taxable value of "old production® (pre-1985) o0il and gas would be $196,321,442 under the proposal (DOR).

3. The average mill levy applicable to oil/gas net proceeds under the proposal is 221.79 mills. Of these mills, 53.62
mills are for counties, 95 mills are for the foundation program, 64.55 mills are for schools, 6 mills are for
universities, and 2.62 mills are for miscellaneous districts.

4, Total coal gross proceeds (current law) based on the 1990 production year are $262,489, 706 total coal gross proceeds
tax under current law is $13,124,485 (DOR).

5. The taxable value of cocal under the proposal is $118,120,368.
6. The average mill levy applicable to coal under the proposal is 174.23 mills. Of these mills, 37.88 mills are for

counties, 95 mills are for the foundation program, 30.04 mills are for local schools, 6 mills are for universities, and
5.31 mrills are for miscellaneous districts.

7. The anmal impacts shown below for oil, gas and coal net and gross proceeds do not impact FY92, only FY93.
8. The distribution across taxing jurisdictions of net proceeds from new production is the same as that for old production.

FISCAL IMPACT:

Expenditures:

The proposal will have no impact on Department of Revenue expenditures.
venues: OIL, GAS, AND COAL NET AND GROSS PROCEEDS
The follewing annual impacts on state-level revenues are based on the most recent production year data, and mill levy

information available. Fer oil and gas the production year is 1989, for coal the preoduction year is 1990; all mills used
for net and gross proceeds under the proposal are 1990 mills.
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Fiscal Note Request, SBO467, as introduced
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A. OIL/NATURAL GAS.

The impact of the proposed change in the taxation of o0il and natural gas on state govermment revenues is illustrated by the
table below. The proposed change would increase state revenues to the foundation program and the university system by
$10,732,377.

CURRENT PROPOSED DIFFERENCE
Foundation Program $8,025,961 $18,650,537 $10,624,576
University System 1,070,128 1,177,929 107.801
TOTAL $9,096,089 $19,828,466 $10,732,377

B. COAL.
The impact of the proposed change in the taxation of coal on state government revenues is illustrated by the table below.
The proposed chanpge would increase state revenues by $5,665,093.

CURRENT PROPOSED DIFFERENCE
Foundation Program $5,527,998 $11,221,435 $5,693,437
University System 7137 .066 708,722 ( 28 344)
TOTAL $6,265,064 §11,930,157 $5,665,093
EFF ON CO OR O LOCAL 0 PENDITURES :

A. OIL/NATURAL GAS. :

The impact of the proposed change in the taxation of oil and natural gas on local government revenues is illustrated by the
table below. The proposed change would decrease local govermment revenues by $740,807.

CURRENT PROPQSED DIFFERENCE
County 510,859,595 $10,526,522 {$333,073)
Local Schools 13,153,036 12,672,760 ( 480,276)
Miscellaneous 442 465 515,007 72,542
TOTAL $24,455,096 $23,714,289 (5740,807)

B. COAL,

The impact of the proposed change in the taxation of coal on local government revenues is illustrated by the table below.
The proposed change would increase local government revenues by $1,790,211.

CURRENT PROPOSED DIFFERENCE
County , 52,964,508 54,474, 704 $1,510.196
Local Schools 3,431,430 3,548,195 116,765
Miscellaneous _ 463,482 626,732 163,250 S 6 G" 7- /

TOTAL 56,859,420 58,649,631 $1,790,211



Fiscal Note Request, SBQ467, gs introduced
Form BD-15 '

Page 4
Revenugs: NET PROCEEDS ON NEW PRODUCTION OIL AND GAS.
The bill provides that new production of oil or gas is eligible for a 12-month exemption from net proceeds taxes only if

notification was made before July 1, 1991. New production begun after that date would no longer be eligible for the
exemption, This results in a revenue increase in FY92 and FY93, as shown in the following table:

FY9z2 . FY23
Counties $ 181,500 § 242,000
Foundation Program 321,000 428,000
Schools 218,250 291,000
Universities 20,250 27,000
Miscellaneous Districts 3,000 12,000
TOTAL $ 750,000 $1,000,000

This impact is based on 1989 data showing that the revenue loss from exempt new production net proceeds was $1,000,000; and
on the assumption that, given an effective date of July 1, 1991, three-quarters of the impact will be felt in FY92 and all of
the impact will be felt in FY93.
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WRAIRNANAWSECTION C - PROPERTY TAX IMPACTSWirirkdciwicink
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1. The taxable value (before the $4,100 market value exemption in section 69) for Class 4 residential property impacted by
the proposal is $414,780,592 with 53.01% within a city/town. The proposal will increase this taxable value
approximately 16% (4.5/3.86).

2. Average levies applied to Class 4 residential property are 6 mills for the universities, 95 for the school foundation
program, 85.88 for counties, 123.26 for local schools and 98.36 for city/towns.

3. The taxable value for Class 4 commercial property impacted by the proposal is $184,636,626 with 71.32% within a
city/town. The proposal will increase this taxable value approximately 16% (4.5/3.86).

4. Average levies applied to Class 4 commercial property are 6 mills for the universities, 95 for the school foundation
program, 86, 10 for counties, 124.12 for local scheols and 98.36 for city/towns.

5. The taxable value for Class 6 property impacted by the proposal is $25,205,356 with 0.91% within a city/town. The
proposal will Increase this taxable value approximately 12.53% (4.5/4.0).

6. Average levies applied to Class 6 property are € mills for the universities, 95 for the school foundat1on program, 76.85
for counties, 96.94 for local schools and 98.36 for city/towns.

7. The taxable value for Class 8§ personal property impacted by the proposal is $218,862,953 with 18. 6A% within a city/town.
The proposal will decrease this taxable value approximately 50% (4 5/9.0). sa '
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8. Average levies applied to Class B personal property are 6 mills for the universities, 95 for the school foundation
program, 76.09 for counties, 107.87 for local schools and 98.36 for city/towns.

9. Due to the applicability date, unsecured personal property (30 percent of all personal property) will impact FY92.

10. The taxable value for Class 12 mobile home property impacted by the proposal is $16,285,556 with 25.34% within a
city/town. The proposal will increase this taxable value approximately 16% (4.5/3.86).

11. Average levies applied to Class 12 mobile home property are 6 mills for the universities, 95 for the school foundation
program, 82.36 for counties, 117.22 for local schools and 98.36 for city/towns.

12. The taxable value for Class 14 farmstead property impacted by the proposal is $57,194,859 with 0.17% within a city/town.
The proposal will increase this taxable value approximately 16% (3.6/3.088).

13. Average levies applied to Class 14 farmstead property are 6 mills for the universities, 95 for the school foundation
program, 78.13 for counties, 105.10 for local schools and 98.36 for city/towns.

14. It is assumed that section 69, exempting the first $4,100 of market value of real property and improvements used
exclusively for residential purposes, is intended to provide property tax relief for homeowners and applies to owner-
occupied residential property only. (See technical note)

15. The $4,100 market value exemption would reduce the taxable value of the state by $41,139,500 with 44.51% within a
city/town.

16.

Average levies applied to property receiving the exemption are & mills for the universities, 95 for the school
foundation program, 84.25 for counties, 118.91 for local schodls and 98.36 for city/towns.

FISCAL TMPACT:

Expenditures:
This proposal will require significant changes to the state and county computer systems (see Section E).

Revenues: .
The proposal results in a total net reduction in property tax revenue of $6,343,039 in FY93, Due to the applicability date

and the reduction of taxable value of personal property, the proposal results in a property tax reduction of $9,911,257 in
FY92. The results are summarized in the following tables:

Fyo2 Y93
Universities $ (196,071) $ (212,646)
Foundation Program (3,104, 4603 {3.366.900)
TOTAL $(3,300,531) $(3,579,546)

EFFECT ON CQUNTY OR OTHER LOCAL GOVERNMENT REVENUES OR EXPENDITURES:

FY92 FY93
Counties S (2,486,419) $ (2,014,353)
Local Schools {3,525,123) (2,756,142)
City/Towns (599,184) 2 .007,002
TOTAL S (6,610,726) S (2,763,493)
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TECHNIGAL NOTES: |

The langusge in section 6 exempting "the first $4,100 or less of market value of real property and improvements that are
used exclusively for residential purposes is exempt from taxation" is not definitive. It could be interpreted or argued that
the exemption applies to rental units or multi-family housing units as well.

*********************************************************************************************************t******************

WririckoldieiclASECTION D - RAILROADS/AIRLINES¥rinininirininiok
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ASSUMPTIONS :

1. The proposal will increase the tax rate for Class 15 (railroad) and Class 17 (airline) property from 7.49% to 9.32%.

2. The taxable value for Class 15 railroad property impacted by the proposal is §55,452,979 with 6.41% within a city/town.

3. Average levies applied to Class 15 railroad property are 6 mills for the universities, 95 for the school foundation
program, 74.19 for counties, 106.67 for local schools and 98.36 for city/touns.

3. The taxable value for Class 17 airline property impacted by the proposal is $4,611,311 with 10.85% within a city/town.

4. Average levies applied to Class 17 airline property are 6 mills for the universities, 95 for the school foundation
program, 89.21 for counties, 132.84 for local schools and 98.36 for city/towns.

FISCAL IMPACT.

The proposal will have no impact on Department of Revenue expenditures.

Revepues: -
The propesal results in a total net increase in property tax revenue of $4,280,157 in FY93. The results are summarized in
the following tables:

S ¢ ¢
Universities § 88,052
Foundation Program 1,394,149
"TOTAL $ 1,482,201

_ —F¥93
Counties $ 1,105,651
Lecal Schools 1,594,954
City/Towns 97,382

e ——— Y e Y

TOTAL - $ 2,797,987 | S8 eVt
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In addition to the above impacts, this bill would also provide for the following:

A) Create property Class 23, to include business inventories in excess of $1 million and provide a taxable value rate of
4.5 percent.

B) Create property Class 22, to include “"securities" value in excess of $1 million and provide a taxable value rate of 4.5
percent.

C) Include "minerals in place” in excess of $1 million in Class 4 and provide a taxable value rate of 4.5 percent.
D) 1Include all beer/winé licenses and all-beverages licenses in Class 8 and provide a taxable value rate of 4.5 percent.

Revenues:

The department does not have adequate information with which to provide an estimate of the revenue impacts of the above four
proposals.

Expenditures;

The taxing of "securities" provisions of this bill would require very significant data processing expenditures, which due to
the inability to determine the taxpayer base cannot be estimated accurately. A quote service subscription would be needed to
receive daily quote information for every security that could be reported by a taxpayer. A computer system would be needed
to retain the daily quote information and provide the ability to match securities reported by the taxpayer and calculate the
average daily value. Data entry staff would be required to capture all securities information reported by the taxpayer and
staff would be required to work cases where the taxpayer information does not match any quote information. It is expected
that this identification of mismatches could require a major effort, since the taxpayer'’'s ability to correctly provide the
nine digit Committee on Uniform Securities Identification Procedures (CUSIP) number or the stock abbreviation may be limited.
In addition, additional centrally assessed property staff is needed to assess the securities and audit security records.

Additional staff would be required to assess business inventories and minerals in place. While the exact increase in
administrative expense is not known, it would be substantial; especially with respect to assessing the value of minerals in
place. Other states that have utilized this tax were required to staff numerous mining engineers and geologists to locate
and value minerals in place. For example, it is estimated that Montana has up to 20,000 properties that would have to be
assessed for mineral values alome (not including coal, oil, and gas). The state currently has sufficient data on about 20 of
these to provide a reasonable estimate of the economically extractable value.
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