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HOUSE BILL KG. _ 3

INTRODUCED By DUSSAULT, WM. BAETH, BARDANOUVE, BRADLEY, BRAND,
COONEY, COURTNEY,

r ’ r r ’
GOULD, E. GUNDERSON, J. GUNDERSON, HANSEN, HUENNEKENS, HARRINGTON,

HARPER, HOILMES, KANDUCH, KENNY, XIMBLE, MENAHAN, METCALF,
4 BILL FOR AN ACT ENTITLED: #AX ACT PBOVIDING FOR A

REPLACEMENT TAX FOR THE PRCPERTY TAX NOR LEVIEL ON HABITABLE
PROPERTY AND PROVIDING & METHOD FOR CAMLCULATING AND
COLLECTING THE'REPLACEHEBT TAX; DEFIEING HABITABELE FEROPERTY
AND PROVIDING FOR 1ITS SEPARATE LISTING; llDVFROVIDIHG FOE

¥ITHEOLDING.™

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

section 1. Short title. This act may be cited as the
sproperty Tax Beplacement Act®. o

Section 2. Declaration of purpose. The purpose of this
act is to provide an alternative method of assessing and
collecting property taxes on housing. Basic to this act is
the presumption that all persons use housing and that all
should therefore pay taxzes thereon im accord#nce withk their
ability. To accoaplish this, the replacement tax, although
not an income tax, will depesd upon each person's total
personal incoae as do "circuoit breaker® laws but, calculated
in a proportional mannmer, will vary according to taxing
jurisdictions and reveane needs. Since all anow vote on bond
isswes, this act requires all to participate im their

retirement. It will encourage more and better bousing and
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will often prevent persons from losing their homes due to
inability to pay bhigh property taxes,

Section 3. Definitions. For the purpose of this act
the following definitions apply:

{1) (a) "Habitable property® means all urban and raral
buildings, houses, dwellings, duplexes, aéartnents, rest
homes, or mobile homes used or intended for human habitation
as domiciles and such supplemeatary buildings as a garage or
small storage building norlally.associated ;ith a residence
apd not income—producing. Every persom is presumed to have a
domicile but each head of household shail be entitled to
only one unit gqualifying as habitable property in aay year,
and all other buildings he may occupy will not be copsidered
habitable property for purposes of this act. This does not
preclude the ownership of rental or other hahitable.prope:tf
in which other persons are doliciled.

{b) Habitable property also means the land occupied by
the buildiag not exceeding a typical town or city lét in
area for duplexes or single family dwellings and for
aultiple family buildings not exceeding that onporsally used
for such construction, considering the pumber of units and
type of construction. Somewhat larger lots may be allowed
providing such yards cosplement +the bunilding, are not
incomse-preducing, and 4o not lend theaselwes to separation
and development. An agent of the department of revenue shall
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make this determination subject to the appeals procedure.
When habitable property is iocated or units of lard larger
than indicated above and on which additicnal development may
be expected in the future or which may be incose—producing,
separate listing and taxing of this additional 1laad is
required. An agent of the department of revemue shall make
the determination subject to the appeals procedure. All fara
or ranch hoames and the land on which they sii shall be
assessed as comparable c¢ity lots and residences, and this
value shall be subtracted froms the assessed value of the
farm or ranch. Babitable property does not sean mobile
homes used for recreational purposes or stock in trade of a
distributor or dealer.

2) {a) "Total personal income®™ means income from
vhatever source, including but not liaited to compemsation
for services, income derived froam dealings in property,
income derived from business, interest, rent, royalties,
dividends, alimony apnd separate @maintenance payments,
annuities, income from life insurance and endovment
contracts, peasions, social security paymests, railroad
retirement, income from discharge of indebtedness,
partnership income, income in respect of a decedent, income
from an interest in an estate or trust, and income otherwise
classified as "capital gains™ tor federal iunccame tax
purposes. BReference may be made to the federal imteranal
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revente code for the determipation of the scope of the
foregoing teras.

{b) 1ia determining ntotal perscnal income" no
deduction may be allewed fox:

(i} depreciation of any habitable propexty;

{1i) costs of saintenance, repair, or upkeep of apny
habitable property;

(iii) paysent of one-half of real property taxes paid
on any habitable property located within the state of
#ontanaj;

{iv) federal or state incoae taxes paid on income
earned or accrued in Montanag

{v) gasoline taxes or sales tazxes for items of
personal uose;

{vi) any other item unless listed in subsectior (2) (c)
of this section.

tc) In determining "total personal incose"”, deduction
shall be allowed for:

{i) alimony payments by the payer;

(ii} extraordinary medical expenses on the same basis
as in the federal or state income tax returas;

{iii)} actual costs of copducting a business or
profession, not expressly disallowed under subsection (2)
{b) of +this section provided sach costs are actually
incurred and are payable (even if 1ot paid) during the
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taxpayer?s taxable year.

{3) "Governmental unit® means school districts,
incorporated cities and towms, counties, and state.

{t} “bepartment®™ means the departaent of revenue,
state of Montana.

{S) "Bill-equivalent” @means that fraction of a aill
that total persopal incose will be wmultiplied by to
determsine the replacement tax at the same time a mill is
assessed against taxable valuatiom. This fraction will be
determined by the department.

Section 4. Duties of the department. The department
shall:

{1) im order to administer the property tax
replacement act more professionally and to guarantee
confidentiality, establish a ceptralized, computerized
systen; 7 .

(2) provide foxms apd instructions to the county
treasurers;

{3) interpret this act for county officials to secure
uniformity of application amd act as aihiter between
counties;

{4) bhear appeals taken from decisions of county
officials regarding legal residence, taxing districts, and
taxpayers' complaints. Decisions may be further appealed to
the county +tax appeal board and to the state tax appeal
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board.

{5) establish and maintain a separate listimg of all
habitable property. in all structures nused or designed
partially for human habitation and partially for pther uses,
the appraisers shall make the proper division and wmake two
assessaents. Although hotels, rooming bhooses, and motels
serving transient or nompermanent tenants are not included,
the appraisers shall determine if portions of these
establishaents are used by a fasily or head of honsehold for
long—-term occcupancy; and if they so determine they shall
also determine the proper division and make tvwo assessmeants.

{6) in 1978 and thereafter prepace property tai
statements for habitable pProperty and process then
separately from other tax statements, except aé applies to
special taxing districts as explained in [section 13 . (3) ].
Then in each goveraomental unit +the departaent shall
deteraine the ratio which the total taxable walue of the
habitable property against which msillage is not assessed
bears to the grand total taxable walue 1in +the respective
governmental units. The ratios so arrived at shall be used
to determine the dollar amounts of the approved budgets of
the respective governmental units which are to be replaced
by the properiy replacement tax.

{7y no later than BAugust 1, 1979, deteraine the
mill-eguivalent which shall be determined by analyzing the
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total personal income reported in April, 1979, and other
pertipent data;

{8) provide the forsula which local officials will use
in calculating the wmillage +tc be applied to tazable
valuations and the sill-egquivalents to be applied to total
perseonal inceome to determine the replacement taxr to Eeet the
budgats;

{9) after the <first year of this law's operation, if
in its judgment sufficient data is Dpot yet available to
proceed. to the final implementation of the law or if
unanticipated problems have arisen, direct a secomd year of
operation according to the provisions for the first year's
operation. If this decision is made, the department may also
delay for 1 year the requirement of subsections (7) and (8)
of this section.

Section 5. Duties of county officials. (1) The county
assessor shall mail on or before February 20, 1979, and each
year thereafter to every person in the coonty required to
file a retars ohder this act and who Eay not be on the list
to receive a state incoke tax fora from the department of
revenue a uLrief foram which he shall also have available in
his office for the gemeral public, together with printed
instructions amnd a strong, opague return emnvelope addressed
to the proper section of the department in Helena. The
department shall also enclose this form with the state

7

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

25

1C 0157/C1

income tax form. On this fors the taxpayer shall provide
name, .address, social security npumbers of bhimself and
spouse, school district, city or town, and total perscral
incoae. He shall also inpndicate im the space prowided for
that purpcse whether or not his iscome was suobject to
withholding for the previous taxable year. The total
personal income shall be itemsized according to the
categories listed in section 3 {2). Failure to receive the
necessary foras by mail does not excuse an individual from
securing a form and wmaking a report. The foras and
instructions shall explain that the total perscbnal income
reguires the inclusion of several iteas not included in
federal or state returns, and every resident with a yearly
income in excess of $600 must file a return. The reports
shall be completed and mailed to the departaent po later
than April 15 of each year. As these reports are received by
the department it shall sort and record the total personal
income of the taxpayer in each governmental unit in which
the taxpayer is a resident.

{2} On the second Monday of July, 19789, unless
postponed fot 1 year by the department, aund each year
thereafter, the county coEmissioners, with the advice of the
departkent, shall furnish to all officials who set millages
the official estimates of the total perscnal income for each
governmeatal wmnit. To arrive at these estimates the
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coapissioners shall +take into account the total personal
income of the previcus year as well as any other information
or studies which are available.

{3) The couanty tax appeal board shall bhear and
determine gquestions as to legal residence of taxpayers,
guestions between taxing districts, and complaints of
tarpayers. Appeals may be taken to the state tax appeal
board.

(4) After the first year of operation those officials
who set mill levies shall apply the mill-eguivalent which
has been established by the departsent fof ali millages
determined by 1law to the official estimates of total
personal income provided by the county co:lissioners.. To
acet all legally determined budgets they shall calculate the
millages to be assessed against all taxable valuations of
the governmental units and the mill-equivalents which will
be applied against all the total perscmal income of the
governsental units. The forsula for this will have been
provided. However, wher the total personal income forms are
received by the departwent iam April, 1980, and thereafter,
the departsent shall as promptly as possible notify the
county treasurers as to the total personal income of the
county and of each taxing Jjurisdiction therein, and the
connty treasucrer shall proaptly furaisk to all officials who
set mill levies the corrected total personal imcome for each
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governsental unit. The mill-eguivalents which vere
previously calculated on the basis of the official estisates
shall now be corrected +to provide the exact anticipated
revenue. It is these corrected aill—eqnivalents whick shall
be forwarded to the departmsent ard applied to each person‘'s
total perscnal inceae.

Section 6.. fithholding. (1} 1Ian order to insure
collection in the sanner and to the extent provided by this
act, each employer (as defined in 84-4942) making payment of
wages {as defimed in 88—4942) shall deduct and withhold
beginning Januwary 1, 1978, upon such wages 1% thereof, and
after funll implementation, 2% thereof.

(2) EBach employer shall be liable for the amounts
required to be deducted and withheld and such amounts shall
be considered as a tax; with respect thereto the eaployee
(as defined in 84-4942) shall be considered a taxpayer.

{3) ©On or before the last day of the months of April,
July, October, and January of each calendar year begipning
January 1, 1978, each employer subject to the prowvisicpns of
this section shall file a return in such form and coataining
such information as reguired by the departsent and shall pay
therewith the amsount required by this section to be deducted
and witbheld by the employer from the wages paid daring the
preceding qguartexrly period of 3 months. Bowever, when the
total amcunt of tax withheld on account of all employees is
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less than $10 in each gonarterly periocd of any year, one
yearly report shall be filed and amounts withheld paid
therewith omn or before February 15, 1979, and eack year
therzafter.

() 2411 amounts deducted and withheld shall be
considered as a tax collected, ard po eaployee has any right
of acticn against any eaployer to any money deducted and
withheld from his wages and paid to the state of Montana in
compliance with this section.

{5) Each employer shall, prior to February 15 in each
year, begimepipg iz 1979, furaish to each employee a written
statewment showing the total wages paid by the employer to
the employee during the preceding calendar year, the aaocunt
of the federal iancome tax withheld, the amonnt of state
ipcose tax withkbeld, and the tax withheld under the
provisions of this act. The statemsnt shall contain such
additional informaticon and be in such form as the department
prescribes, and a duplicate thereof shall be filed by the
esployee with his report to the department.

{6) Each employer shall file with the department on or
before February 15 each year a statement in such form and
containing such inroremation as the department rIequires,
including the total wages paid tc each employee during the
preceding calendar year or any part thereof, and showing the
total amount of the federal income tax deducted and
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withheld, the amount of state income tax deducted and
withheld, and the total amount of the tax deducted and
withheld under the provisioms oi this section.

(7) Each employer who deducts and withholds any
amounts under this section shall hold the same im trust for
the state of Montana and if any tax imposed by this act or
any portion thereof is not paid within 60 days after the
same becomes due, the department shall issne a warrant under
its official seal which shall have the same force ard effect
and shall be enforced apd carried into execatios in the same
manner as that specified in 84-4928 with respect to warrants
relating to unpaid income tazxes.

(8) If an employer fails to pay over to the state the
tax deducted and witbheld or fails to furpish any statement
provided for, additions tec the amount of such tax shall be
imposed and added as those specified ipn 84-4924 with respect
to failure to make a return of income or to pay any income
tax; and an individwal, corporation, or partnership or amy
officer or employee therecf who, with the inteat to evade
any tax or any Tegulrement of this act or with the intent tc
evade tax, files or supplies apny false or fraudulepnt
statement or information, is liable to the same penalties as
those imposed by BU#—U924 wita respect to £ilimg cor supplyiag
false statements or information with respect to income
taxes.
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1 (9) 2ach taxpayer subject to withkolding under this 1 of this act are county furds and shall be held in trust for
2 section shall use throughout the remainder of the calendar 2 the couonties of this gtate, Such funds shall be deposited
3 year his domicile as of his first employmeat of that year, 3 upon receipt to a separate account provided for that purpose
4 and he shall file the report required by [section 5 (1} ] to 4 and invested so as to obtain the wmost favorable rate of
5 tne credit of that comnty regardless of whether or not his 5 interest consistent with approwed practices.

6 domicile is changed during the year. Bach taxpayer subject 6 {2) In #May of 1979, and pericdically thereafter, the
7 to withholding shall provide each of his employers with the 7 revenue collected for each county by vwithbolding shall be
8 address to be used on the withholding forms. If a later 8 forwarded %o that county by the department. The depa:tnent-
9 mailing address of the employee is differemt from that aused q shall also notify the couaty treasurer as to the amount of
10 for withholding, the W2 form provided to the 9‘910159 shall 10 the revenue to be credited to each governmental uait.

11 be sent to this later mailing address. No taxpayer may pay a 11 Section 8. 1Introductory period. In the year begikning
12 property tax Treplacement tax based on his total personal 12 Japuary 1, 1978, property will be assessed and levies
13 income to more than one county during any ome taxable year. 13 applied and tax bills sent as in previcus years except as
14 Should a tazpayer change his domicile, he shall notify all 14 poted in {section 4 (6)]. Bowever, omnly the £first bLalf
15 his employers and the county treasurers copcerned of his new 15 payment, except as applies to special tAxing districts as
16 residence, and such change shall become effective as of 16 explained im {section 13 (3)], will be. collected on
17 Januvary 1 of the following year. 17 habitable property. The second balf payment will be replaced
18 (10) The department may adopt rales for carrying out 18 by the property replacesent tax in the follo;ing manner:

19 the provisions of this act and the enforcement thereof. All 19 {1) As the reports received by the department are
20 of the remedies available to the state of Montana for the 20 sorted, the total personal income of the resideats of each
21 administration, enforcement, and collection of income taxes 21 governmental unit shall be deterained. For each of the
22 shall be available and shall apply to the tax required to be 22 governmental urits the total of the revenue to be replaced
23 deducted and withheld under the provisicns of this section. 23 shall be divided by the total personal income of the
24 Section 7. Nature of fund — disbursement to counties. 24 residents of that governaental unit. The guotient so arrived
25 (1) Asounts coliected by the departeent under the provisions 25 at shall be the rate to be used against each taxpayer’'s
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total personal income to produce the replacement revenue for
that onit.

{2) Fach taxpayer?s total persopal incose shall then
be maultiplied by the total of the rates for +the aunits for
which he is liable and be shall receive his tax statement by
wail in a stromg, opague, secaled epvelope, together with
such an explanation of the method by which it was deterained
as to enable bim to check its accuracy. The stateaent shall
be @mailed on or before June 20, 1979, and each year
thereafter, For each taxpayer who submitted a withholding
statement, the amomnt withheld shall be suhtracted from bis
tax liability, apd in tke event the amount withheld exceeds
the tax liability of the taxpayer, the balance, if $t or
more, shall be refanded. The taxpayer shall pay the amount
due on or before July 5, 1979, apd on or before July 5 each
year thereafter, If the tax due is less than $1 it shall be
forgiven,

(3) All the above transactions shall be handled by the
department, abnd all county funds, iaterest, and penalties
ccllected by the departmsent shall be periodically forwarded
to the counties for distribution to the taxing
jurisdictioans.

Section 9. Penalty. 211l replacement taxes which are
due but not paid when due each year shall be delinguent and
shall draw interest at the rate of 2/3 of 1% per month until
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paid and a penalty of 5% shall be added thereto.

Section 10. Collection of delinguent taxes. Acticn may
be brought by the county attorney at apy time at the request
of the couwnty treasorer in the name of the state to recover
the aacunt of any taxes, penalties, and interest due. When a
taxpayer becomes delinquent, the confidentiality whichk the
department is reguired by lav to Baintain does not apply
after the matter is placed din +the bhands of the couanty
attorney. Judgsents secured under this section shall have
prioriiy over all other judgments.

Section 11. Taxpayers not sabject to witkholding. On
or before September 30 after full implementation of this act
apd each year thereafter, each taxpayer who must file a
report and who is not subject to withhelding shall pay to
the department, as an advance partial payeent of bhis
replacepent tax, 2% of his total perscnmal ipcome for the
first & months of that year. A person entering or leaving
the state on a permanent basis within this périod shall pay
on that porticm of his total personal inccame which he earned
or received while a resident of Hontana., This one-half year
payment shall be credited to the person making it and shall
be subtracted from the amount the taxpayer cwes for the
entire year when his next tax statement 1is presented
following the reports due each April 15. When the total
perscnal income reports are received, the ccerrected
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mill-equivelenats which bhave been set shall be applied
against each taxpayer'’s total perscoal income. The
replacement tax payment previously receiwed for the first
half year shall be subtracted fros bhis total tax and a
statesent sent to him for the remainder. With this statemeant
shall be a simple explanation of how the figures were
arrived at. These sStatements shall be mailed on or before
May 15 of each year, and the taxpayer shall pay the amount
due on or before Jume 10 of each year.

Section 12. MNonresidents. A nonresident for purposes
of this act is a person who is not domiciled in Nontana for
at least 6 months of the calendar year preceding the April
15 reporting date and who does not report at least one-half
of his income to Nontana for income tax purposes, whether or
not one—half of the income was earned in Montana. Babitable
property occupied either reqgulacly or part-tise by
nopresidents of Montana, whether self-owned or rented, shall
continue to be assessed and taxed as nonhabitable property.
Bowever, landlords of wultiple housing and coperators of
mohile home courts shall, beginping Jaly 11, 1978, TrTequire
each tenant to fill omt in duplicate amd sigm a short form
stating that he is or is pot a resident of Hoptada as
detersined Dby the above defipition. The landlord shall then
add 10% to the rent ot nonresident tenants. This is 2
nonrasident property replacement tax which shall be
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transmitted guarterly to the county treasurer. This money
shall bhe deposited to the credit of the county general fund
and used to reduce the mill levy the following year. The
landlord shall alsc transmit to the county treasurer one
copy of each tepnant form, both resident and nomresidest, and
shall retain the duplicate for his files.

Section 13. Applicability to existing law. (1) Nothing
in this act shall be construed to affect in any way property
tax laws or practices except on habitable property as herein
defined and as such property supports schools, cities ox
towns, couaties, and the state.

{2} This act contemplates no change in the mammer in
which special improvesment districts® assesssents are
handled. Such paymeats may be billed and collected with the
first balf of the regular taxzes or independently.

{3) This act conteaplates no change in the manner of
collection of taxes on special tazing districts, except that
such taxes may be collected in dovember instead of
collecting only one-half at that time.

{(4) VYNotwithstanding any of the provisions of this act,
all general obligation bonds now ocutstanding or which may be
issued in the future will continue to be an obligation of
all property pledged to their redemption because the
replacement tax herean authorazed skall be corsiderea as ap
alternative method of tax assessment and collection on
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habitable property.

(5) Whenever this act refers to another sectiom of the
lawvs of Montana, it refers to that law as presently and
subsequently amerded.

Section ¥4. Diwvulging ipformation unlawful —_—
excéptions — penalties. Except as provided in 8#-4931 and
in [section 10 of this act], it is unlawfsl for any person
to divulge any information contained in reports filed by
taxpayers under the terms cof this act. A violatiom of this
provision is punishable by a fine not exceedimg 351,000 or
imprisopment in the county 3jail not eixceeding 1 year, or
both, and if such offender be an officer cr employee of the
state or county, ke shall be disaissed from office and be
ineligible to hold any public office in this state for 1
year thereafter.

Secticn 15. Severability. It 1is the dinteat of the
legislature that if a part of this act is invalid all wvalid
parts that are severable therefroe remain in effect. If a
part of this act 1is iavalid din one or more cf its
applications, that part rewmains 1in effect imp all valid
applications severable from the imvalid applications.

~End~
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STATE OF MONTANA
REQUEST NO. _.3-77_____

Form BD-15 g

FISCAL NOTE

-’
In compliance with a written request recaived January 7 , 19 77, there is hereby submitted a Fiscal Note
for House Bill 3 —— pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is availabie from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:
An act providing for a replacement tax for the property tax on habitable property and providing for calculating and collecting the replacement tax,
ASSUMPTIONS:

1. The proposed legislation will replace local property taxes {for county, city, and school purposes) w'th funds from a local income tax on
a dollar for dollar basis.

2. The process of appraising all real property will have to be continued at the same level as it now is.

3. There will be approximately 400,000 individuals who will be subject to the tax proposed in this bill,

4, Automated systems: a) A reliable computerized system for processing reports of total personal income can be designed.

b} A reliable computerized system for processing reports of estimated ‘‘Replacement Tax’’ can be designed.
¢} A reliabie computerized system for processing reports of '‘Replacemént Tax" withheld can be designed.
d) A reliabie computerized system for generating “Replacement Tax” bills can be designed.

5. Every person who is subject to the “Replacement Tax” will conscientiously submit his total personal income report on or before
Aprit 15 of each year. All reports will be complete with all required information. All dats entry will be accomplished with
minimum error, :

6. No provision is made for an audit program during the 1979 biennium.

FISCAL IMPACT: P
g??lrc?a .
Total state axpendltures would be increased by in FY 78 and by $549,400 in FY 79 as follows:

FY 78 FY_79
Create and maintain habitable pioperty listing $300,000 $ 50,000 , i
Automated system development cost 150,000 50,000 ' '
— System operating cost 350,000 350,000
Additional operating costs 99,100 99,400
TOTAL ESTIMATED INCREASED COST $899‘100 . $549&0

LOCAL IMPACT:
'None.
LONG RANGE EFFECT:

Greater costs will be incurred in subsequent biennia when a comprehensive audit program designed to. enforce compliance is implemented.
No estimate of the cost can be made at this time.

TECHNICAL NOTES:

The process for determining the rate at which personal income will be taxed appears to be confused,

a) Section 3(5) states that the Depaitment of Revenue will determine the “miil-equivalent”.

b) Section 4(7) also states that determination of the '‘mill-equivalent”” is a duty of the Department of Revenue.

c) Section 4(8) states that the Department of Revenue will provide a formula which “local officials will use in calculating . . . the
mill-equivalents to be applied to total personal income'’.

d) Section 5(4) states that “they shall calculate . . . the millequivalents”. The antecedent of "they” is apparently '‘the county com-
missioners’” who appear in the preceding se‘ntence. Later in this section the ‘‘mill-equivalents’” are required to be forwarded to the
Department, '

8} Section 8(1) requires the Department of Revenue to calculate a “rate to be used against each taxpayer's total parsonal income’.

{continued on page 2)
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TECHNICAL NOTES: (continued)

The treatment of nonresidents found in Section 12 may be discriminatory since the base for their tax wéuld be monthly rent paid while the
base for resklents is total personal income. In addition the tax rete for nonresidents is fixed at 10% of monthly rent while the tax rate for
midants may vary depending on the needs of local government and the personal income in' each_jurisdiction.

Aubsg to section 8(2) all tax statements prepared by the Department are to be mailad or: or before 20 June with payment due on or
before 5 July. However, section 11 calls for the tax statements for those whose incomes are not subject to withholding to be mailed on
ot before 15 May with psyment due on or before 10 June. There seems to be a disparity 7ot only as to the date when statements are
to be sent but also in regard to the length of the period between the time of billing axi the time payment is due.



STATE OF MONTANA
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Form BD-15
in compliance with a written request reczived __March 29_%,,_ .19 _77 _ , there is hereby Subn:litted a Fiscal Note

for House Bill .3 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request,

THIS IS A REVISED FISCAL NOTE

DESCRIPTION

An act providing for a replacement tax for the property tax on habitable property and
providing for calculating and collecting the replacement tax.

ASSUMPTIONS

The assumptions governing the fiscal impact are the same as those on the original note.
The principle change brought about by amendment is the alteration in the definition of
"total personal income" The new definition is clearly more limited. However, the cost
of administering this program is directly related to the number of taxpayers and the
sophlstlcatlon of procedures which will be requlred and, thus, has nothing to do with
the tax bas

1. The proposed legislation will replace local property taxes (for state, county, ‘-J
city, and school purposes) with funds from a local income tax on a dollar for
dollar basis.

2. The process of appraising all real property will have to be continued at the
same level as it now is.

3. There will be approximately 400,000 individuals who will be subject to the tax
proposed in this bill.

4. Automated systems: a) A reliable computerized system for processing reports

of total personal income can be designed.

b) A reliable computerized system for processing reports of estimated "Replace-
ment Tax" can be designed.

¢) A reliable computerized system. for processing reports of "Replacement Tax"
withheld can be designed.

d) A reliable computerized system for generating '"Replacement Tax" bills can
be designed.

5. Every person who is subject to the "Replacement Tax" will conscientiously submit
his total personal income report on or before April 15 of each year. All reports
will be complete with all required information, All data entry will be
accomplished with minimum error.

6. No provision is made for an audit program during the 1979 biennium.

(Continued on page 2) M jAo‘-"\T&\
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FISCAL IMPACT

Total state expenditures would ke increased by $899,100 in FY 78 and by $549,400 in
FY 79 as follows:

EY 78 FY 79
Create and maintain habitable property listing $300,000 $ 50,000
Automated system development cost 150,000 50,000
System operating cost 350,000 350,000
Additional operating costs _ 99,100 99,400
TOTAL ESTIMATED INCREASED COST ‘”8‘)‘% 100 §_§_4_9_,_f1_(_)_q

LOCAL IMPACT

None.

LONG RANGE EFFECT

Greater costs will be incurred in subsequent biennia when a comprehensive audit program
designed to enforce compliance is implemented. No estimate of the cost can be made at
this time.

TECHNICAL NOTES

1) 1t was pointed out in the original fiscal note on this bill that there apparently
is some confusion over who is to calculate the local income tax rates. A careful
reading reveals that the amendment: have not cured this problem. The following
sections deal with the notion of mlll equavalcnf' ; in particular section 5(4)
is not at all clear.

Section 3(5) Department determines the "mill-equivalent”
Section 4(7) Department detoermines "mill-equivalent”

Section 4(8) Department will "provide a formula which local officials will use in
calculating ... the mill-equivalents to be applied to total personal ir.ome"

(Continued on page 3) BUDGET DIRECTOR
Olfice of Budget and Program Planning

Date: ___ .
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Section 5(4) states that those "who calculate mill levies shall apply the mill-
equivalent which has been established by the department ... (emphasis added) to
the official estimates of total personal income". However, later in the same
section it is stated that "the responsible officials shall calculate ... the
mill-equivalents which will be applied against all the total personal income
of the governmental units. The formula (probably referring to 4(8)) for this

will have been provided." Still later in this section: "The mill-equivalents
shall now be corrected ... It is these corrected mill-equivalents which
shall be forwarded to the department”. The obvious implication here is that

local officials determine the mill-equivalent.

Section 3(5) defines the "mill-equivalent" and its use in determining the amount

of "replacement tax" liability. Section 8(1l) defines a "rate" to be used in
determining "replacement tax" liability. Evidently the two concepts are \‘J
equivalent. Note that the "rate" is to be determined by the department.

2) Since each taxpayer will pay tax on every dollar of his adjusted gross income,
(including the first $600) the limitation for filing reports of personal income
to those whose incomes exceed $600 (section 5(1)) appears to be discriminatory.
For example, if an individual has $650 income he must pay tax on the entire
$650. However, if an individual has $590 income, he will not pay tax.

3) 1In connection with the stipulation in section 6(9) that a "taxpayer subject to
withholding under this section shall use throughout the remainder of the calendar
year his domicile as of his first employment of that year" it should be noted
that: (1) during the first employment of the year the individual need not have
been subject to withholding (he may have been self-employed) and (2) the larger
question of which goverrmental units are to be credited with the replacement tax
of those who are not subject to withholding (section 11) and who change domicile
one or more times during a given year is left unanswered.

4) Section 13(5) should be clarified. Are the "variable tax penalties” to be in
the form of a property tax or are they, in some way, to be incorporated in the
income tax envisioned by this bill?

(Continued on page 4)

BUDGET DIRECTOR
Office of Budget and Program Planning '’

Date;




™.

STATE OF MONTANA
REQUEST NO. _3-77

FISCAL NOTE REVISED
Form BD-15°
in compliance with a written request reczived ___March 29 , 19 77___, there is hereby submitted a Fiscal Note

for House Bill 3 - pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the |.egislature upon request.

Page 4

5)

It may be inferred from section 3(la) (lines 16 through 19 of page 2) that an
individual may choose his domicile from among the residences which he occupies
during a given year. The language of this section is such that it appears that
rejected dwelling units are no longer to be considered as habitable property and
thus would be subject to ad valorem tax. In view of the mobility of the urban
population, it appears that it would be an insurmountable problem for county
assessors to keep the dwelling units which were to be considered habitable
segregated from phaq which is to be subject to property tax.

PREPARED BY DEPARTMENT OF REVENUE

BUDGET DIRECTOR
Office of Budget and Program Planning

Date:
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Approved by Committee
on Taxation
HOSE BILL NOe 3
INTRODUCED BY DUSSAULTs We BAETHy BARDANOUVEs BRADLEYs
BRAMDy COONEYs COURTNEYs ELLISy ESTENSONy EUDAILYs FRATES.
GILLIGANy GOULDy Eo GUNDERSONy HANSENs HUENNEKENSs
HARRINGTONy HOLMESy KANDUCHy KENNYes XIMBLEes MENAHAN,
METCALFy O*CONNELLy PALMERs ROBBINSe SHELDENs HARPERs

STAIGMILLERy SCULLYs VINCENTs WALORONe Je GUNDERSONe

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A
REPLACEMENT TAX FOR THE PROPERYY TAX NOW LEVIED ON HABITABLE
PROPERTY AND PROVIDING A METHOD FOR CALCULATING AND
COLLECTING THE REPLACEMENT TAX; DEFINING HABITABLE PROPERTY
AND PROVIDING FOR ITS SEPARATE LISTING; AND PROVIDING FOR

WITHHOLOINGY

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

Section le Short titles. This act may be cited as the
"pProparty Tax Replacement Act".

Section 2. Declaration of purpose. The purpose of this
act is to provide an alternative method of assessing and
collecting property taxes on housings Basic to this act is
the presumption that all persons use housing and that all
should therefore pay taxes thereon in accordance with their
abilitys To accomplish thiss the replacement taxe although

not an income taxy will depend upon each operson®s total
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n2rsonal income as do “circuit breaker® laws buts calculated
in a3 oroportional mannery will vary according to taxing
jurisdictions and revenue needs. Since all now vote on bond
issuesy this act requires all to participate in their
retiremente It will encourage more and better housing and
will often prevent persons from losing their homes due to
inability to pay high property taxess

Section 3. Definitionse. For the purpose of this act
the following definitions apply:

{1) (a) “Habitable property™ means all urban and rural
tuildingss housess dwellingss duplexess apartmentss rest
homess or mobile howes used or intended for human habitation
as domiciles and such supplementary buildings as a garage or
small storaqe building normally associated with a residence
and not income~producinae Every person is presumed to have a
domicile but each head of household shall be entitled to
only one unit aualifying as habitable property in any vears
and all other buildings he may occupy will not be considered
habitahle Dproperty for purposes of this acte This does not
preclude the ownership of rental or other habitable property
in wnich other persons are domicilede ID _QUALIFY _ _AS
HABITAGLE PROPERIYs THE UNLT MUST BE FJHE PKIMARY RESIDENCE
UF _TH- TAXPAYEK. RECREATIOMAL PROPERTY THAT IS NOT_ IHE
2aIMAKY _RESIDENCE OF THY OCCUPANT QOES NOT QUALIFY AS
HANLiapLE PRUPERIYe
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{(b) Habitable pronerty also means the Yand occupied by
the building not exceeding a typical town or city Jlot in
area for duplexes or single family dwellings and for
sultinle family buildings not exceeding that normally used
for such constructione considering the number of units and
type of constructions Somewhat larger lots wmay be allowed
providing such yards complement the buildings are not
income~oroducings and do not lend themselves to separation
and development. An agent of the department of revenue shall
make this determination subject to the appeals procedure.
When nabitable property is located on units of tand larger
than indicated above and on which additional development may
be expected in the future or which may be income-producings
separate listing and taxing of this additional land is
requirede An 2agent of the department of revenue shall make
the determination subject to the appeals procedure. All farm
or ranch homes and the land on which they sit shall be
assessed as comparable city lots and residencessy and this
value shall be subtracted from the assessed value of the
farm or ranch. Habitable property does not mean mobile
homes used for recreational purposes or stock in trade of a
distributor or dealere

t2y-—tay-2Fotat--personat-—incone-—nesns—-incone——from
whetever—sourcey—incloding-bot-not-+mited-—to--compensation

for--servicesy-—income——derived——from——dentings—in-propertyr
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+acome—derived-from-—businessy——interesty——renty-—royaltiesy
dividendsy---a}imony-———and-—-seperate--matntensnce——paymentsy
anfuitiesy——income——from——tife-—insurance———and---endowment
econtractay-—pensionsy--sociat—-security-—paymentsy-—reoitrond
retirementy———incone———from——-—dischorge—-of-——indebtednessy
partnership-—neomey-income—in—-respect-of-a-decedenty—income
from—an—-interest—in-sn—estate-or-trustv-and-income—otherwise
classified—as—"capitat——gaimi—for-—federal——income———tax
purposess--Reference——-may——pe——mode——to~the-federat—internat
revenve-—code~for—the—-determination——of-—the-—scope—of-—the
foregqoing-termse
thi-—in--—determining—-“total——-personal———income ——-no
deduction-may—be-attowed-fors
++)~—depreciation-of-any—hsbitabie-propertys
ti+y—costs-of-maintenancey—repatrry——or-—upieep—of-—any
heabitabie—propertyd
ti+ii-poaywent——of——one—hetf-of-rea¥-property—texes—-paid
on—any——habitabie-—property—3iocated-—within——the—state-——of
Mentanat
tivi—federat——or-—state——income——toxes——paid-—cn-income
earned-osr-acerved—in—Nontanat
tv)——gesotine——taxes——-or-—sates——taxes——for--items-——of
personal—uset
tv+i-any-other—item—untess—tisted—in—subsectien—{24—tc}

of-this—seetionw
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tey——in—-determining-*totai-personai-incomery—deduction
shett-be-atiowed—fors

tij——atimony-payments—by-tne-payert

titi-extraordinary-medical—expenses-on-the--same-—pasis
ns—in-the—federai-or-state-income—tax-returnss

f+ity-vetvat-——costs——-of——-condueting-—a——business——or
professiony-not—expressiy-disettowed-——under--subsection—-¢+24
1toy——of-—-this——section——provided—-such—costs——are—sactuatly
+nesrred-and-ore~payabie-—teven—if--not--pairdy-—durinq-—the
toxpayeris-taxebie-years

(2} _(A) TOTAL PERSONAL JINCOME MEANS ADJUSTED GROSS
INCOME AS DEFINED IN 84-4905.

{3) "Governmental unit™ means school districtsy
incorporated cities and townss countiessy and statee

{4) "™Oepartment" wmeans the department of revenuesy
state of Montanae

(5) ™Mill-egquivalent®™ means that fraction of a waill
that total personal income will be multiplied by to
deternine the replacement tax at the same time a2 wmill s
assessed against taxable valuatione This fraction will be
deternined by the departmente.

Section 4e Duties of the department. The department

shall:
{1) in order to administer the property tax
replacenent act wore professionally and to quarantee
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confidentialitys establish a centralizedsy computerized
system;

(2} provide forms and instructions to the county
treasurers;

(3) interpret this act for county officials to secure
uniformity of aoplication and act as arbiter between
counties;

(4) hear appeals taken from decisions of county
officials regarding legal residence, taxing districtss and
taxpayers® complaints. Decisions may be further appealed to
the county tax appeal board and to the state tax appeal
board.

{%) establish and maintain a separate listing of all
habitable propertys« In all structures used or designed
partially for human habitation and partially for other usess
the appraisers shall make the proper division and make two
assessmentse Although hotelsy, roomina housess and motels
serving transient or noapermanent tenants are not includeds
the aporaisers shall determine if portions of these
establishments are used by a family or head of household for
Tong-term occupancy; and if they so determine they shall
also determine the proper division and make two assessmentsa

(&) in 1978 and thereafter prepare oprooerty tax
statenents for habitable property and process then

s2parat=ly from othar tox statementss except as applies to

—6- HB 3
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special taxing districts as explained in [saction 13 {3})1.
Thnen ia each qgovernaental unit the department shall
deternine the rvatio which the total taxable value of the
habitable property against which wmillage is not assessed
bears to the grand total taxable values in the respective
governamental unitse The ratios so arrived at shall be used
to determine the dollar amounts of the approved budgets of
the respective governmental units which are to be replaced
by the property replacement taxe

(7} no Jater than August 1y 1979y determine the
mill-equivalent which shall be determined by analyzing the
total personal income reported in Aprile 1979y and other
pertinent data;

{8) provide the formula which local officials will use
in calculating the millage to be applied to taxabte
valuations and the mill-equivalents to be applied to total
personal income to determine the replacement tax to meet the
budgets;

(9) after the first vear of this law®s operationes if
in its judgment sufficient data is not yet available to
proceza to the final implementation of the law or if
unanticipated problems have arisens direct a second year of
operation according to the provisions for the fi;st year's
onerations If this decision is made, the desartment may also

delay for 1 year the reguirement of subsections (7) and {8)

-7- HB 3
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of this sectione

Section S5« Quties of county officialse (1) The county
assessor shall mail on or before fFebruary 20+ 1979+ and each
year thereafter to every person in the county required to
file a return under this act and who may not be on the 1list
to receive a state income tax form from the department of
revenue a brief form which he shall also have available in
his office for the aqeneral publics together with printed
instructions and a strongs opaque return envelope addressed
to the proper section of the department in Helena. The
department shall also enclose this form with the state
income tax forme On this form the taxpayer shaill provide
names addresss social security numbers of himself and
spouse'. school districty city or towns and total personal
incomes He shall also indicate in the space provided for
that purpose whether orf not his income was subject to
withhaolding for the previous taxable vyear. Fhe--——totet
persovat-—-—income-—-snald-———pe-—-itemized--according——to-—the
eateqories—tisted-in—section-3—{2¥w Failure to receive the
necessary form by mail does not excuse an individual from
securing a form and making a reporte Fhe-—formes———and
instructions-—shait-—exolnin——thnt-the—totat—personsi-income
requires-the-inetusion—of——severai-—ttems——not——incltuded-—in
federai--or-stete-returnsy—nand-every-resident EVYERY TAXPAYER

with a yearly income in excess of $600 must file a returne.

—B= HB 3
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The reports shall be completed and mailed to the department
no later than April 15 of each year. As these reports are
received by the department it shall sort and record the
t2tal personal income of the taxpayer in each governmental
unit in which the taxpayer is a resident.

(2} ©On the second Monday of Julys 1979« unless
postponed for I year by the departments and each Year
thereafters the county commissionerse with the advice of the
departments shall furnish to all officials who set millages
the official estimates of the total personal income for each
governmental wunite To arrive at these estimates the
comsissioners shall take into account the total persconal
income of the previous year as well as any other information
or studies which are available.

{3) The county tax appeal} board shall hear and
deternine questions as to legal residence of taxpayerss
questions between taxing districtsy and complaints of
taxpayerss Appeals may be taken to the state tax appeal
boarde

(4) After the first year of operation those officials
who set CALCULATE midl levies shall apply the
mill-equivalent which has been established by the department
for all millages determinaed by law to the official estimates
of total personal income pravided by the county

commricsionerse To meet all legally determined budgets they
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JHE _RESPONSIBLE OFFICIALS shall calculate the millages to be
assessed against all taxable valuations of the governmental
units and the mill-equivalents which will be applied against
all the total personal income of the governmental units.
The formula for this will have been provided. Howevers when
the total personal income forms are received by the
department in Aprils 1980y and thereafters the department
shall as promptly as possible notify the county treasurers
as to the total personal income of the county and of each
taxing Jurisdiction thereins and the county treasurer shall
promptiy furnish to all officials who set CLALCUHMATE mill
levies the corrected total personal income for each
governmental unit. The mill-equivalents which were
previously calculated on the basis of the official estimates
shall now be corrected to provide the exact anticipated
revenues It is these corrected mill-equivalents which shall
be forwarded to the department and applied to each person’s
total personal income.

Section e Withholdings (1} In order to insure
collection in the manner and to the extent provided by this
actsy each employer (as defined in 84—-4942) making payment of
wages {(as defined in B4-4942) shall deduct and withhold
beginning January ls 1978+ upon such wages 1% thereof, and
after full implementations 2% thereofe.

(2) Etach employer shall be liable for the amounts

=-10- HB 3
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reguired to be deducted and withheld and such amounts shall
be considered as a tax; with respect thereto the employee
{as defined in B4-4942) shall be considered a taxnaver.

{3} On or before the last day of the months of April,
Julys uctobers and January of each calendar vyear beginning
January 1le 1978« each employer subject to the provisions of
this section shall file a return in such form and containing
such information as required by the department and shall pay
therewith the amount required by this section to be deducted
and withheld by the employer from the wages paid during the
preceding quarterly period of 3 months. Howevers, when the
total amount of tax withheld on account of all employees is
iess than 310 in each quarterly period of any yeares one
yearly report shall be filed and amounts withheld paid
therewith on or before February 15» 1979y and each year
thereafter.

{#) A1l amounts deducted and withheld shalil ba
considered as a tax coilectedsy and no employee has any right
of action against any employer to any money deducted and
withheld from his wages and paid to the state of Montana in
compl iance with this sectione.

{5) Each employer shall, prior to february 15 in each
years beqginning in 1979y furnish to each empnloyce a written
statement showina the total! waqges paid by the employer to

the employee during the preceding calendar veary the amount
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ot the federal incom2 tax withheldy the amount of state
income tax withhelds and the tax withheld under the
provisions of this acte The statement shall contain such
additional information and be in such form as the department
prescribess and a duplicate thereof snall be filed by the
employee with his report to the departmente

(6} Each employer shall file with the department on or
before February 15 each year a statement in such form and
containing such information as the department reguiresy
including the total wages paid to each employee during the
preceding calendar year or any part thereof, and showing the
total amount of the federal income tax deducted and
withhelds the amount of state income tax deducted and
withheldy and the total amount of the tax deducted and
withheld under the provisions of this sections

{7) Each employer who deducts and withholds any
amounts under this section shall hold the same in trust for
the state of Montana and if any tax imposed by this act or
any portion thereof is not paid within 60 days after the
same becomes duey the department shall issue a warrant under
its official seal which shall have the same force and effect
and snall be enforced and carried into execution in the same
manner as that specified in 84-4928 with respect to warrants
relating to unpaid income taxess.

{6) If an employer fails to pay over to the state the

~-12- HB 3
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tax deducted and withheld or fails to furnish any statement
provided fors additions to the amount of such tax shall be
imposed and added as those specified in B$-4924 with respect
to failure to make a return of income or to pay any income
tax; and an individuals corporations or partnership or any
officer or employee thereof whos with the intent to evade
any tax or any regquirement of this act or with the intent to
evade taxs files or supplies any false or fraudulent
statenent or informations is liable to the same penalties as
those imposed by B4&-4924 with respect to filing or supplying
false statements or information with respect to income
taxese

(9) Each taxpayer subject to withholding under this
sectisn shall use throughout the remainder of the calendar
year his domicile as of his first employment of that year,
and he shall file the report required by [section 5 (1)] to
the <credit of that county regardless of whether or not his
gomicilte is changed during the yeare Each taxpayer subject
to withholding shall provide each of his employers with the
address to be used on the withholding forms. If a later
mailing adaress of the employee is different from that used
for withholdings the W2 form provided to the employee shall
pbe sent to this later mailing address. No taxpayer may ocay a
pronverty tax replacement tax bdased on his total personal

income to more than omne county during any one taxable vyeare
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Should a taxpayer change his domiciles he shall notify all
his enployers and the county treasurers concerned of his new
residences and such change shall become effective as of
January 1 of the following veare.

(10} The department may adopt rules for carrying out
the provisions of this act and the enforcement thereofe. All
of the remedies available to the state of Montana for the
administrations enforcements and collection of income taxes
shall be available and shall apply to the tax required to be
deducted and withheld under the provisions of this section.

Section Te Nature of fund -— disbursement to countiese.
(1) Amounts colltected by the department under the provisions
of this act are county funds and shall be held in trust for
the counties of this state« Such funds shall be deposited
upon receipt te a separate account provided for that purpose
and invested so as to obtain the most favorable rate of
interest consistent with approved practicess

{2} In May of 1979+ and periodically thereaftery the
revenue collected for each county by withholdina shalil be
forwarded +to that county by the department. The department
shall also notify the county treasurer as to the amount of
tne revenue to be credited to each governmental unita

Section 8« 1Introductory periods In the year bedginnina
January le 1378+ property will be assessed and levies

appliea and tax ©»ills sent as in previous years except as
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noted in [section 4 (6)]. Howevery only the first half
payaents except as applies to special taxing districts as
explained in [section 13 (3}1}s willt be collected on
habitable property. The second half payment will be replaced
by the property replacement tax in the following manner:z

(1} As the reports received by the department are
sorteds the total personal income of the residents of each
goveramental wunit shall be determineds For each of the
governmental units the total of the revenue to be replaced
shatl be divided by the total personal income of the
residents of that governmental unit. The quotient so arrived
at shall be the rate to be used against each taxpayer's
total personal income to produce the replacement revenue for
that unite

{2) Each taxpayer's total personal income shall then
be multiplied by the total of the rates for the units for
which he is liable and he shall receive his tax statement by
mail ia a stronge opagues sealed envelopes together with
such an explanation of the method by which it was deterwined
as to enable him to check its accuracy. The statement shall
be mailed on or before June 20y 1979+ and each year
thereafter. For each taxpayer who submitted a withholding
statements the amount withheld shall be subtracted from his
tax liahilitys and in the event the amount withheld exceeds

the tax 1liability of the taxpayers the balances if 351 or
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mores shall be refunded. The taxpayer shall pay the amount
due on or before July 5. 1979+ and on or before July 5 each
year thereafter. If the tax due is less than sL it shall be
forqgivene

{3) All the above transactions shall be handled by the
departmentsy and all county fundss interesty and penalties
collected by the department shall be periodically forwarded
to the counties for distribution to the taxina
jurisdictionse

Section 9. Penaltye A1l replacement taxes which are
due but not paid when due each year shall be delinaguent and
shall oraw interest at the rate of 273 of 1% per month until
paid and a penalty of 5% shall be added thereto.

Section 10. Collection of delinquent taxes. ON OR
BEFORE AUGUST _1e 197%e« AND EACH YEAR THEREAFIERs THE
LEPARTMENT SHALL FURNISH TO EACH COQUNTY A LIST OF IT%
RELINJUENT JAXPAYERSe Action may be brought by the county
attorney at any time at the request of the county treasurer
in the name of the stats to recover the amount of any taxes,
penaltiese and interest due. When a taxpayer becoaes
delinjuents the confidentiality which the department is
required by law to maintain does not apply after the matter
is placed in the hands of the county attorney. Judoments
secur=d under this section shall have priority over all

other judgmentse.
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Section ll. Taxpayers not subject to withholdings On
or before September 30 after full implementation of this act
and each year thereafters each taxpayer who must file a
report and who is not subject to withholding shall pay to
the 1departments 3s an advance partial payment of his
replacement taxs 2% of his total personal income for the
first 6 months of that year. A person entering or leaving
the state on a permanent basis within this period shall pay
on that portion of his total personal income which he earned
or received while 2 resident of Montanae This one—half year
payment shall be credited to the person making it and shall
be subtracted from the amount the taxpayer owes for the
entire year when his next tax statement s presented
following the reports due each April 15. ®hen the total
personal income reports are receivedy the corrected
mill-equivalents which have been set shall be applied
3gainst each taxpayer®s total personal income. The
raplacement tax payment previously received for the first
halt year shall be subtracted from his total tax and a
statenent sent to him for the remaindere With this statement
shall b2 a simple explanation of how the fiqures were
arrived ate Fhese-statements—shati-be-matried-on-or-before
Hay-15-of-eaeh-yeary-eand-the-taxpeyer-sheti-pay-—the—-amount
due-on-or-before—dune-to—-of-ench-yeers

Section 12 Nonrestdentsy A--nonresident-for-purooses
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of—this-ect-+s—a—person—who—is—not—domicited—in-Hontana——Ffor
at——teast-—G-months—of ~the—catendar—year-preceding—the—Aprid
r9-reporting—date—and-who—does—not-report-at—tease——one—half
of-his-income—to-Hontane—for—income—tax—purposesy-whether—or
not-——one—haltf—of-the—income-wos—earned—in-Nontanas—Habireeble
properety-—-oecupied——either——regquiarty-—or-——part—time———by
nonreaidenca—of-Montonay-whether—self-awned-—or—rentedy—shatd
eontinuve——to—be—arsessed-and—texed-ar-nonhabttobte-propertys
Howeverv—tandiords—of-—muitipie—hovsing——and-—operators—of
mob +te——howe——courts—ahatv-begimming-duty-iv-19F8y—require
each—-tenant-to-fiti-out-in-dupticate-ond-sigr-o-—short~—fors
steting—thet—he—ig-—or-—is——not-—as—resrdent—-of-Hontans-as
determined—by—the—above-definitions—Fhe—tandiord-shalti—then
add--1E - —to——the-——rent--of-—nonrestdent——tenantsv-This—+s-n
nenrestdent--property-——replacenent——tox——-uhich——shati—-be
trananttted—quarteriy——to-~the-county—-treasurers—-Fhis-money
shaii-be—deposited—to-the-credit—of-the—county-general-—fund
and-—used-—to—reduce—-the-mitt—tevy—the—fotiowing-yearv—Fhe
t+andtord-shelti-atso—transmit—to-—the—-county-—tressurer—one
copy—of-each-tenant-formy-both-resident-and-nonresidenty—and
shali-—retain-—the-—duptreate——for-his-fitesy INFORMATION 10
IENANYS. WHEN A LANDLORD RECEIVES WIS 1978 TAX BILL HE SHALL
INFORH. £ACH TENANT IN WRITING OF HIS REMISSKON OF TAXES ON
IHE RENTAL AND HIS INTENTIONS CONCERNING ANY REDUCTION IN
BENTe
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Section 13. Applicability to existing tawe (1) Nothing
in this act shall be construed to affect in any way orooerty
tax ldaws or pbractices except on habitable provoerty 3as herein
defined and as such prooerty supports schoolss cities or
townses countiess and the state. JTHE_TAXES REQUIREQ BY JHIS
ALT_SuALL COMPLY WITH TA4E MANDAJORY TAX LEVIES UPON PROPERIY
BEQUIRED ELSEWHERE IN THE REVISED CQDE OF MONTANA.

2} This act contemplates no change in the mapner in
which special improveaent districts* assessments are
handleds Such payments may be billed and collected with the
first half of the regular taxes or independentlye.

{3) This act contemplates no change in the manner of
collection of taxes on special taxing districts, except that
such taxes may be collected in November instead of
collecting only cone~half at that time.

{4} Notwithstanding any of the provisions of this acty
all general obligation bonds now outstanding or which may be
issued in the future will continue to be an obligation of
all oroperty pledged to their redemption because the
replacement tax herein authorized shall be considered as an
alternative method of tax assessment and collection on
habitable propertye.

{3) _WHEN TAX ADYANTAGES OR EENALTIES ARE_ USED AS
INCENTLIYES FOR PROPER USE _OF LAND UNDEKR THE MONTANA_ ECONOMIC
LAND OEVELGPHENT ACTs SELECTED HABITABLE PROPERTY THAY IS
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EXCUSED__QY THIS CHAPTER FROM HAVING WILEAGE LEVIED AGAIMSY
41 AAY HAYE VARIASLE TAX PENALTIES REAPPLIED AGAINST 1Y _AS
EROVIDED BY LAhs

t53{6) Whenever this act refers to another sesction of
the laws of Montanae it refers to that law as presently and
subsequently amended.

Section l4s Divulging information untawful -
exceptions -- penalties. Except as provided in 84-%931 and
in [section 1C of this act)y it is unlawful for any person
to divulge any information contained in reports filed by
taxpayers under the terms of this acte A violation of this
provision is pupishable by a fine not exceeding $1,000 or
imprisonment in the county jail not exceeding 1 years or
bothy and if such offender be an officer or employee of the
state or countys he shall be dismissed from office and be
ineligible to hold any public office in this state for 1
year thereaftere

Section 15« Severability. It is the intent of the
legislature that if a part of this act is invalid all valid
parts that are severable therefrom remain in effecte If a
part of this act s invalid in one or more of its
applications, that part remains in effect in all valid
applizations severable from the invalid applications.

-End-
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HJOUSE SILL NO. 3
INTRODUCED BY DUSSAULTs We BAETHy BARDANOUVEs BRADLEY.
BRANDs COONEYs COURTNEYs ELLISe ESTENSDNe EUDAILYs FRATES,
SILLIGANs GOULDs Ee GUNDERSON» HANSENs HUENNEKENSy
HARRINGTOMs HOLMESy KANDUCHs KENNYs KIMBLEs MENAHAN,
METCALFe QO'CONNELLs PALMERs ROBBINSs SHELDENes HARPERs

STAIGMILLERs SCULLYe VINCENTs WALDRONe Jo GUNDERSONe

A BILL FOR AN ACT ENTITLED: "AN ACT PRUVIﬁING FOR A
REPLACEMENT TAX FOR THE PROPERTY TAX NOW LEVIED ON HABITABLE
PROPERTY AND PROVIDING A METHOD FOR CALCULATING AND
COLLECTING THE REPLACEMENT TAX; DEFINING HABITABLE PROPERTY
AND PROVIDING FOR 17S SEPARATE LISTING: AND PROVIDING FOR

WITHHOLDING™

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

Section l. Short titlee This act may be cited as the
“proparty Tax Replacement Act®.

Section 2. Declaration of purpose. The purpose of this
act is to provide an alternative method of assessing and
collecting property taxes on housing. Basic to this act is
the presumption that all persons use housing and that EIRN
should therefore pay taxes thereon in accordance with their
abjlity. To accomplish thisy the replacement taxs although

not an income taxe will depend upon each person®s total
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personal income as do "circuit breaker® laws buts calculated
in a oroportional mannery will wvary abcordinq to taxing
jurisdictions and revenue needs. Since all now vote on bond
issuesy this act requires all to participate in their
retiremante It will encourage more and better hdusing and
will often prevent persons from losing their homes due to
inability to pay high property taxess

Saction 3« Definitions. For the purpose of this act
the following definitions apply:

(1) (a) “Habitable property” means all urban and rural
buildingss housess dwellinosy duplexess aparéments' rest
homess or mobile homes used or intended for human habitation
as domiciles and such suppltementary buildings as a garage or
small storage building normally associated with a residence
and not income-producinge Every person is presumed to have a
domicile but each head of housechold shall be entitled to
only sne unit aualifying as habitable property in any vyeary
and all other buildings he may occlpy will not be considered
habitable oroperty for purposes of this acte This does not
preclude the ownership of rental or other habitable property
in wnich other persons are domicilede IO _OQUALIFY __AS
BABITAGLLE PROPERTYs THE UNIT MUST BE THE PRIMARY RESIOENCE
Uf THE TAXPAYERe RECREATIONAL PROPERTY THAT 15 NQOT TYHE
PRIMARY RESIOENCE OF JIHE QCCUPANT DOES NOT QUALIFY AS
HABLFADLE PROPERTYs.
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(b} Habitable prooerty alsc means the land occupied by
the building not exceeding a typical town or city lot in
area for duplexes or sinale family dwellings and for
aultiple family buildings not exceeding that normally used
for such constructions considering the number of units and
type of construction. Somewhat larcer lTots may be allowed
providing such yards complement the buildings are not
income-oroducinge and do not lend themselves to separation
and development. An agent of the department of revenue shall
make this determination subject to the appeals procedure.
wWhen habitable property is located on units of land larger
than indicated above and on which additional development may
be expected in the future or which may be income-pro:ucings
separate listing and taxing of this additional 1land is
requireds AN agent of the department of revenue shail make
the determination subject to the appeals procedures All farm
or raach homes and the land on which they sit shall be
assessed as comparable city lots and residences, and this
value shall be subtracted from the assessed vatue of the
farm or ranche Habitable property does not mean mobile
homes used for recreational purposes or stock in trade of a
distributor or dealere.

fé1——fei—'¥ote%——pef90ﬁa+——+ncome'——neens——+Aeome——Frem
whotever—-sourcey—inctoding-—but—not-1imrted-—to--compensation

for-—servicesy-—income——derived-—from—-destings—in-propertyy
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Facome—derived—from-—businessy——interestyr——reaty——-royettiesy
dividendsy~——atimeny-—--and--separate—-maintenance-—paymentsy

sarutttesy——ineome——from-—tife-——insurance——and end e

eantrectsy——-pensionsy--societ-——secuvrity-——paymentsy——-reiirond
retirementy———income———from———discherge—-—of———indebtednessy
partnersh+p-—incomey—income—in—respect-of-a-decedenty—income
from—an—interest—in-an—estate—or—trusty-and—income—otherwise
cltossified——es——%caprtat-—-gains®——for-—federat--income———tax
pufpeses---ReFerenee-—mey—-be-—ﬂede-—to—theffedefa+—+nterna+
revenue—code-for—the——deterainstion——of-——the——scope-—of—the
foregoing-ternsy
to——in---determining——%totel———personst———income*——no
deduction-mpy-be—astiowed-fors
+iy-—depreeciation-of-any-habiteble-propertys
t++)-costs-of-maintenancey—repairy-——or--upieep—of--sny
habit;b+e—preoeftff
ti+iy-payment-—of--one—haif-of-resi-property-taxes—paid
on—any--habitabte--property—iocated-—within—-the——state—of
Montanst
ttv)—Ffederal——or-—-state——income——taxes——paid-—on—-tncome
earneéd-sr—acerued-in—Hontanat
tv§-—assotine——taxes--or-—salres——taxes—for——ttems—-——of
personat-used
tviy-any-other—t+tem—untess—tisted-in-subsection-{23—{te}

of-this-sections
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ted-—in--deeermining-“totat-perscnat-incomey-deduction
shatri-be-aiiowed-fore

++¥-~otrmony-payments—by-the-payert

t+i}-extraordinary-medicai-expenses-on—-the-—seme—bnsis
as-in-the-federal-or—state-income—tax-returnst

tHiiy-sctuat--—costs——-of-——condueting~-a--business——or
professiony-not—expresasty-diseatitowed——under——subsection—4{24
toy-—of——this——section-—-provided--such——costes-—are——actuatty
+neurred-ond—efe—peyab+e-—feveﬂ-+¢—-net——paidi—;duf+ng-—the
texpayeris—taxebie—yeary

121 _(A) TOTAL PERSONAL INCQME MEANS  ADJUSTEQ GROSS
INCOME AS DEFINED JN 654-5905e

{3) "Governmental unit® means school districtse
incorporated cities and townss countiesy and statee.

{#) "Department® means the department of revenuvesy
state of Montanas.

{5) *“Mill-equivalent® means that fraction of a mil}
that total personél income will be multiplied by to
deternine the replacement tax at the same time a wmill is
assessed against taxable valuatione This fraction will be

determined by the departmente

Section 4« Duties of the department. The department

shall:
{1) in order to administer the property tax

reptacement act wmore professionally and to gquarantee
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confidentialitys establish a centralizedy computerized
systém;

{2) provide fo;ms and instructions to the county
treasurers;

(3) interpret this act for county officials to secure
uniformity of application and act as arbiter between
counties; .

(4) hear appeals taken from decisions of county
officials regarding legal residences taxing districtsy and
taxpayers*' complaints. Decisions say be further appealed to
the county tax appeal board and to the state tax appeal
boarde.

{5) establish and waintain a separate listing of all
habitable propertys 1In all structures used or desiyned
partially for human habitation and partially for other usess
the appraisers shall make the proper division and make two
assessmentsae Although hotelss rooming housesy and wmotels
serving transient or nonpermanent tenants are not includeds
the aporaisers shall determine if portions of these
establishments are used by a family or head of household for
Tong-term occupancy; and if they so determine they shal}
also determine the proper division and make two assessments.

{6é) in 1978 and thereafter prepare property tax
statements for habitabdble property and process them

separately from other tax statementss except as applies to

-fh— HB 3
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special taxing districts as explained in {section 13 (3)].
Then in each governmental unit the department shall
deternine the ratio which the total taxable value of the
habitable property against which millage is not assessed
bears to the grand total taxable value in the respective
governmental units. The ratios so arrived at shall be wused
to determine the dollar amounts of the approved budgets of
the respective governmental units which are to be replaced
by the property replacement taxe

{7) no later than Auqust 1l» 1979, determine the
mill—equivalent which shall be determined by analyzing the
totall personal income reported in Aprile 1979y and other
pertinent dataj;

{8) provide the formula which local officials will use
in calculating the wmillage to be applied to taxable
valuations and the mill-equivalents to be applied to total
personal income to determine the replacement tax to meet the
budgets;

(9) after the first year of this law®s operations if
in its judgment sufficient data is not yet available to
proceea to the final impliementation of the law or if
unanticipated problems have arisens direct a second year of
opératinn according to the provisions for the fir;t year's
operatione 1f this decision is mades the desartment may also

delay for 1 year the requirement of subsections {(7) and (8)
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of this sectione.

Section Se Duties of county officialse (1} The county
assessor shall mail on or before February 20+ 1979y and each
yezr thereafter to every person in the county required to
file a return under this act and who may not be on the 1list
to receive a state income tax form from the department of
revenue a brief form which he shall also have available in
his office for the ageneral publics together with printed
instructions and a stronas opaque return envelope addressed
to the proper section of the department in Helenas The
department shall also enclose this form with the state
income tax form. . On this form the taxpayer shall provide
names addresss Social security numbers of himself and
spouses school districte city or towns and total personal
income. He shall also indicate in the space provided for
that ‘purpose whether or not his income was subject to
witihholding for the previous taxable -year. Fhe-——total
persorsi———income——-shaltt ——be--rtemized-—-sccording-——to-——the
cateqgaries—iisted-in—section—3—-{2¥s Failure to receive the
necessary form by mail does not excuse an individual from
securing a form and making a reporte Fhe-—forms-———and
+*nstructions——shali-——exntain—-that-the-totalt—-personsi-incone
fequ+res-thefine+us+on—ef——sevefa+—-ieems—-ﬂet——+ﬂe*u6ed;—+n
federat—-or-stoate-returnsy—and—-every—resident EVERY TAXPAYER

with a yearly income in excess of 3600 must file a returne
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The reports shall be completed and mailed to the departwent
no later than April 15 of each yeare. AS these reports are
received by the department it shall sort and record the
total personal income of the taxpayer in each governmental
unit in which the taxpayer is a resident.

{2} On the second Monday of Julys 1979+ unless
postponed for 1 year by the departments and each year
thereafters the county commissionerss with the advice of the
departments shall furnish to all officials who set millages
the official estimates of the total perscnal income for each
governmental unite To arrive at these estimates the
commissioners shall take into account the total personal
income of the previous year as well as any other information
or studies which are available.

(35 The county tax appeal board shall hear and
deternine questions as to legal residence of taxpayerss
questions between taxing districtss and complaints of
taxpayerse Appeals may be taken to the state tax appeal
boarde

{4) After the first year of operation those officials
who set CALCULATE mill jevies shall apply the
mill-equivalent which has been established by the department
for al1 millages determined by law to the official estimates
af total personal income provided by tg; county

compissionerse To meet all leqgally determined budgets they
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JHE _RESPUMSIBLE QFFICIALS shall calculate the millaqges to be
assessed against all taxable valuations of the governmental
units and the mill-equivalents which will be applied against
all the total opersonal income of the governmental units.
The formula for this will have been provideds Howevers when
the total personal income forms are received by the
department in Aprily 1980y and thereafters the department
shall as promptly as possible notify the county treasurers
as to the total personal income of the county and of each
taxing jurisdiction thereins and the county treasurer shall
promptly furnish to all officials who et CALCIMATE =illd
Tevies the corrected +total personal income for each
governmental wunite The mill-equivalents which were
previously calculated on the basis of the official estimates
shall now be corfrected to provide the exact anticipated
revenue. It is these corrected mill-equivalents which shall
be forwarded to the department and applied to each person®s
total personal income.

Section 6« MHWithholdinge (1) 1In order to insure
collection in the manner and to the extent provided by this
acts each employer (as defined in 84-4942) making paymsent of
wagas (as defined in B4-4942) shall deduct and withhold
beginning January I+ 1978+ upon such wages 1X thereof, and
after full implementations 2% thereof.

{2) Each employer shall be 1liable for the amounts
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required to be deducted and withheld and such amounts shall
be considered as a tax; with resprct thereto the employee
{as defined in B4-4942) shall be considered a taxnayere

{3) On or before the last day of the months of Aprily
Julys uctobers and January of each calendar vyear beginning
January 1y 1978 each employer subject to the provisions of
this section shal} file a return in such form and containing
such information as required by the department and shall pay
therewith the amount required by this section to be deducted
and withheld by the employer from the wages paid during the
preceding quarterly period of 3 months. Howevers when the
total amount of tax withheld on account of all employees is
less than 3$10 in each quarterly period of any year» one
yearly report shall be filed and amounts withheld paid
therewith on or before February 15+ 1979y and each year
;hereafter.

{4) A1l amounts deducted and withheld shall be
considered as a tax collecteds and no employee has any right
of action against any employer to any money deducted and
withheld from his wages and paid to the state of Hontana in
compliance with this fection.

{5) Each employer shally prior to February 15 in each
years beginning in 1979» furnish to each employee.a written
statement showing the total wages paid by the employer to

the enployee during the preceding calendar yeary the amount
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of the federal incoma tax withhelds the amount of state
income tax withhelds and the tax withheld under the
provisions of this acts. The statesent shall contain such
additional information and be in such form as the department
prescribess and a2 duplicate thereof shall be filed by the
employee with his report to the departmente.

{6) Each employer shall file with the department on or
before February 15 each year a statement in such form and
containing such information as the department requiress
inciuding the total wages paid to each employee during the
preceding calendar year or any part thereofs and showing the
total amount of the federal income tax deducted and
withhelde the amount of state income tax deducted and
withhelds and the total amount of the tax deducted and
withheld under the provisions of this sectione

f?] Each employer who deducts and withholds any
amounts under this section shall hold the same in trust for
the state of Montana and if any tax impaosed by this act or
any portion thereof is not paid within 60 days after the
same becomes dues the department shall issue a warrant under
its official seal which shall have the same force and effect
and snall be enforced and carried into execution in the same
manner as that specified in 84-4928 with respect to warrants
relating to unpaid income taxese.

ts6) If an employer fails to pay over to the state the
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tax deducted and withheld or fails to furnish any statement
provided fors additions to the amount of such tax shall be
imposec and added as those specified in B4-4924 with respect
to failure to make a return of income or to pay any income
tax; and an individualy corporations or partnershib or any
officer or employee thereof whos with the intent to evade
any tax or any reguirement of this act or with the intent to
avade taxy files or supplies any false or fraudulent
statement or informations is liable to the same ﬁena?ties as
those imposed by B4-4924 with respect to filing or supplying
false statements or information with respect to income
taxese

{9) Each taxpayer subject to withholding under this
section shall use throughout the remainder of the calendar
year his domicile as of his first employment of that years
and he shall file the report required by [section 5 (1}] to
the credit of that county regardless of whether or not his
domicile is changed during the yeare Each taxpayer subject
to withholding shall provide each of his employers with the
address to be used on the withholding formse 1f a later
mailing address of the employee is different from that used
for withnoldings the W2 form provided to the employee shall
be sent to this later mailing addresse. No taxpayer may pay a
pronerty tax replacement tax opased on his total personal

income to more than one county during any one taxable vyear.
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Should a taxpayer change his domiciles he shall notify all
his.e;ployers and the county treasurers concerned of his new
residences and such change shall become eoffective as of
January 1 of the following yeare.

(10) The department may adopt rules for carrying out
the provisions of this act and the enforcement therecof. All
of the remedies available to the state of Montana for the
administrations enforcements and collection of income taxes
shall be available and shall apply to the tax required to be
deducted and withheld under the provisions of this section.

Section Te Nature of fund -— disbursement to counties.
{1) Amounts collected by the department under the provisions
of this act are county funds and shall be held in trust for
the counties of this state. Such funds shall be deposited
upon receipt to a separate account provided for that purpose
and invested so as to obtain the most Ffavorable rate of
interest consistent with approved practices.

t2)y In May of 1979+ and periodically thereafters the
revenue collected for each county by withholding shall be
forwarded to that county by the department. The department
shall also notify the county treasurer as to the amount of
the revenue to be credited to each governmental unite

Section 8« Introductory periode In the year beginnina
January e 1978+ property will be assessed and levies

applied and tax bills sent as in previous years except as
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noted in [section 4 (6)]e Howevers only the first half
payaents except as applies to special taxing districts as
explained in [section 13 (3)]s will be collected on
habitable property. The second half payment will be replaced
by the property replacement tax in the followina manner:

{l) As the reports received by the department are
sorteds the tota) personal income of the residents of each
governmental unit shall be determineds For each of the
goverimental units the total of the revenue to be replaced
shall be divided by the total personal income of the
residents of that governmental unite. The quotient so arrived
at shall be the rate to be used against each taxpayer's
total personal income to produce the replacement rever 1e for
that unite

{2) Each taxpayer®s total personal income shall then
be aultiplied by the total of the rates for the units for
which he is liable and he shall receive his tax statement by
mail in a strongy opagques sealed envelopes toaether with
such an explanation of the method by which it was determined
as to enable him to check its accuracy. The statement shall
be mailed on or before June 20y 1979, and each year
thereafter. For each taxpayer who submitted a withholding
statenents the amount withheld shall be subtractéd from his
tax 1iabilitye and in the event the amount withheld exceeds

the tax tliability of the taxpayers the balancer if $1 or
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mores snall be refunded. The taxpayer shall pay the amount
due on or before July S5y 1979y and on or before July 5 each
vear thereafter. If the tax due is less than $1 it shall be
forgivens

{3) All the above transactions shall be handled by the
departments and all county fundse interests and penalties
coliected by the department shall be periedically forwarded
to the counties for distribution to the taxina
jurisdictionss

Section 9. Penaltye. All replacement taxes which are
due but not paid when due each year shall be delinquent and
shall draw interest at the rate of 2/3 of 1X per month untitl
paid and a penalty of 5% shall be added thereto.

Section 10. Collection of delinquent taxes. (N OR
BEFORE AUGUST 1. 1979+ AND EACH YEAR THEREAFTERs THE
EEEABiﬂEﬂI..ﬁHALL__EUENLSH__Iﬂ_.EALH_.LHHNII__A__LISI.DE.II&
DELINUUENT TAXPAYERSe Action may be brought by the county
attorney at any time at the reguest of the county treasurer
in the name of the state to recover the amount of any taxess
penaltiess and interest -  due. When a taxpayer becomes
delinjuents the confidentiality which the department is
required by 1aw to maintain does not apply after the matter
is placed in the hands of the county attorney. Judaments
securad under this section shall have priority over all

other judgmentse.
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Section 1lle Taxpayers not subject to withholdinge On
or before September 30 after full implementation of this act
and each year thereafters each taxpayer who must file a
report and who is not subject to withholding shall pay to
the 1epartmentes as an advance partial payment of his
repltacement taxs 2% of his total personal income for the
first 6 months of that year. A person entering or Jleaving
the state on a permanent basis within this period shall pav
on that portion of his total personal income which he earned
or received while 2 resident of Montana. This one-half year
payment shall be credited to the person making it and shall
be subtracted from the amount the taxpayer owes for the
entirz year when his next tax statement is presented
following the reports due each April 15. Hhen the +total
personal income reports are receiveds the corrected
mill-equivalents which have been set shall be applied
against each taxpayer's total personal incomes The
r2placement tax payment previously received for the first
half vyear shall be subtracted from his total tax and a
statenent sent to him for the remainder. With this statement
shall be 3 simple explanation of how the fiaures were
arrivad ate Fhese—statements—shati-be—noaited-on—or—before
May-i5-of-each—yeary—and-the—taxpeyer—shati-pay-——the—smount
due-onr-er-before—dune-10-of-ecath-vesrs

Section 12« Nonresidentss A--nponresident-for-pursoses
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of-this-eet-is—a—person—whe—+s—not-donieited—in-Hontana——Ffor
st—;+eest——6—-enths—of—the—ec+eﬂder-7eof—preeedéng—the—*pri*
S-reporting-dote—and-who-does—not~report-at-tease——one—hatf
of-higs-incone—to—iHontano-for-rncone—tox—purposesy—whether—-or
not-—one—hatf-of—the—income-was—earned-in—Montonas—Habitable
property-—occupied-—either-—requierty——or-—poart-time---by
nonresidents—of-Hontener-whether—sedf-owned-or-rentedy—sheld
continve——to-bhe~-assesyed—ond-taxed-as—nonhabitebie—propereys
Howevervy—iandiords—of——mavitipte—hoveing—and—operators—of
nobite——heme——courts——shaliv—beginning-—duty-ir-195F8v-require
esch—tenant—-to-fiti-out-in—dupiicate—ond-sign—as—short-—form
rati hot—he—i . . rdent—of—H
deternined-Sy—the-above-definitione—Fhe-tandiord-shald—then

add-~1BN-—to——the—rent-——of-——nonresident-—tenantsy—Fhis—is-o

_ nenaresident——property——replacesrent—toax—-whith——shatt—-be

transmitted—quarteriy-—-to-—the-county-treasurers-Fhis—money
ashall-be—-deposited-to—the—credit—of-the—county-general——Fund
afd——used——to—reduce——the-mit—tevy—the—foltowing—years—Fhe
Fandiord-shoti-aiso—transmit—to—the——county-—tressurer—eone
copy-of-each-tenant—formy—both-resident-and-nonresidenty-and
shali--retain--the——dupiicoate——for-his-fitesy INFORMATION TO
JENANTS o WHEN A LANDLORD RECEIVES HIS 1978 FAX BILL HE SHALL
INFORM EACH YENANT IN MRITING OF HIS REMISSION OF TAXES GN
IdE  RENTAL _AND WIS INTENTIGONS CONCERNING ANY REDUCTION IN
RENTs

-18- H8 3
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Section 13« Applicability to existing law. (1} Nothing
in this act shall be construed to affect in any way property
tax {aws or practices except on habitable property as herein
defined and as such property supports’ schoolse cities or
townss countiesy and the states JIHE_TAXES REQUIRED BY THIS
ALT SHALL COMPLY WITH TAE MANDATORY TAX LEVIES UPON PROPERTY
KEQUIRED ELSEWHERE IN THE REVISED CODE OF MONTANA«

(2) This act contemplates no change in the manner in
which special improvement districts' assessments are
handl eds Such payments may be billed and collected with the
first half of the reguiar taxes or independently.

{3} This act congenplates no change in the manner of
collection of taxes on special taxing districtsy excep. that
such taxes wmay be collected in November instead of
collecting only one~-half at that time.

{#) Notwithstanding any of the provisions of this acts
all general obligation bonds now outstanding or which may be
issued in the future will continue to be an obligation of
all oaroperty pledged to their redemption because the
replacement tax herein authorized shall be considered as an
alternative method of tax assessment and collection on
habitable propertye

Lil__lﬂﬁﬂ__IAZ._Aﬂ!ANIAEEE__RB__ﬂiﬂbLIIES__Aﬁﬁ._HSED_AS
INCENTIYES FOR PROPER USE OF LAND UNOER YHE MONTANA ECONOMIC
LAND OEVELOPMENT ACT. SELECTED HABITABLE PROPERTY THAT IS
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EXCUSEDR  BY _THIS CHAPTER EROM HAVING MILLAGE LEVIED AGAINSY
L1 _AAY HAYE VARIAGLE TAX PENALTIES REAPPLIED AGAINST. . I1 _AS
BROYICED BY LAWe

+524&) #Whenever this 3act refers to another section of
the laws of Montanas it refers to that law as presently and
subsequently amendede

Section 14 Divulging information unlawful -
exceptions —- penalties. Except as provided in B84-4931 and
in [section 1C of this act]s it is unlawful for any person
to divulge any information contained in reports filed by
taxpayers under the terwms of this act. A violation of this
provision is punishable by a fine not exceeding $1,000 or
imprisonment in the county ja2il not exceeding 1 years or
bothy and if such offender be an officer or employee of the
state or countye he shall be dismissed from office and be
ineliéible to hold any public office in this state for 1
year thereaftere

Section 15. Severability. It is the intent of the
legislature that if a part of this act is invalid all valid
parts that are severable therefrom remain in effecte. If a
part of this act is invalid in one or more of its
applicationss that part remains in effect in all valid
applications severable from the invalid applicationse.

~-End-~
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April 11, 1977

STANDING COMMITTEE REPORT -’ (
Senate Committee on Taxation

That House Bill No. 3 be amended as follows:

1. Amend page 2, section 3, line 17.

Following: "property"
Strike: "in any year"
Insert: “at any time"

2. Amend page 5, section 3, line 11.
Following: "INCOME"

Insert: "of a taxpayer, or a taxpayer and spouse filing jointly,"

3. Amend page 5, section 4, line 21.

Following: line 21

Insert: "Section 4. Deductible on income tax return. The tax paid
under this act is deductible, when reported, against income for purposes
of Title 84, chapter 49, in the same manner taxes on personal and other
real property are deductible."”

Renumber: following sections. h

4. Amend page 6, section 4, line 12.

Following: ‘"board"

Insert: ", except that decisions of the department on legal residence \‘)
may be appealed directly to the state tax appeal board only"

‘5. Amend page 8, section 4, line 1.

Following: 1line 1

Insert: " (10) The department shall revise state income tax return forms
to require identification of a taxpayer's elementary school district of
residence and whether his primary source of income was subject to with-
holding during the previous taxable year. The department shall utilize
the information so furnished for the purpose of administering this act."

6. Amend page 8, section 5, lines 2 through 24.

Following: " (1)"

Strike: "The county assessor shall mail on or before February 20, 1979,
and each year thereafter to every person in the county required to file

a return under this act and who may not be on the list to receive a state
income tax form from the department of revenue a brief form which he shall
also have available to his office for the general public, together with
printed instructions and a strong, opague return envelope addressed to the
proper section of the department in Helena. The department shall also
enclose this form with the state income tax form., On this form the tax-
payer shall provide name, address, social security numbers of himself and
spouse, school district, city or town, and total personal income. He shall
also indicate in the space provided for that purpose whether or not his
income was subject to withholding for the previous taxable year. Fhe-tota:i
persenai-income-shati-be-itemized-acecording-to-the-categories—tisted-in \‘J
section-3-$2+s Failure to receive the necessary form by mail does not
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éuf House Bill No. 3
excuse an individual from securing a form and making a report. Phe-forms
and-instruetions-shaii-expiain-that-the-totai-persenat-income-requires—the
tnclusion-of-severat-items-not-inetuded-in-£federai-or-state-returnsy-and
every-~resident"

7. Amend page 9, section 5, line 5.

Following: "resident."

Insert: "The department may extend this filing deadline for good cause
shown, for up to three months, with payment of a late filing fee equal to
three-fourths of 1% of the tax due added for each month the return is late.”

8. Amend page 9, section 5, line 16.
Following: "determine"
Strike: "questions as to legal residence of taxpayers,"

9. Amend page 16, section 10, lines 20 through 23.

Following: "due."

Strike: "When a taxpayer becomes delinquent, the confidentiality which the
department is required by law to maintain does not apply after the matter
is placed in the hands of the county attorney."

10. Amend page 20, section 14, lines 8 and 9.
. Following: "84-4931"
Strike: "and in [section 10 of this actl"



