MINUTES

MONTANA SENATE
52nd LEGISLATURE - REGULAR SESSION

COMMITTEE ON TAXATION

Call to Order: By Senator Mike Halligan, Chairman, on February
11, 1991, at 9:00 a.m.

ROLL CALL

Members Present:
Mike Halligan, Chairman (D)
Dorothy Eck, Vice Chairman (D)
Robert Brown (R)
Delwyn Gage (R)
John Harp (R)
Francis Koehnke (D)
Gene Thayer (R)
Thomas Towe (D)
Van Valkenburg (D)
Bill Yellowtail (D)

Members Excused:
Steve Doherty (D)
Staff Present: Jeff Martin (Legislative Council).

Please Note: These are summary minutes. Testimony and
discussion are paraphrased and condensed.

Announcements/Discussion: There were no announcements.

EXECUTIVE ACTION ON SENATE BILL 69

Amendments, Discussion, and Votes:

Senator Eck presented two "gray" bills to the Committee.
The first (Exhibit #1) amendment addresses the double negative
concerns raised by the Department of Revenue that land larger
than 20 acres with stated restrictions prohibiting its use for
agricultural purposes may not be classified as agricultural.

The second amendment (Exhibit #2) addresses the conservation
easement concerns by amending the title to read, "..prohibiting
its use for agricultural purposes or that are exclusively for
conservation purposes"”.
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Jeff Martin said if the amendments per Exhibit #1 are
adopted, there is no need for the second set (Exhibit #2). The
conservation easement remains in place as per the amendment as
proposed following page 3 of the bill (Exhibit #1).

Senator Eck moved to adopt the amendments as per Exhibit
#1.

Dave Woodgerd, DOR, responding to a question from Senator
Towe, said the bill as amended contains language which eliminates
the double negative, protects the Nature Conservancy land from
the being classified non-agricultural land, and generally cleans
up the language. He said if the land is not subdivided for the
purpose of using it for commercial or residential land, then it
would remain agricultural land.

Senator Towe asked what restriction are being referred to in
"stated restrictions". He said there are covenants running with
the land and city zoning restrictions.

Mr. Woodgerd replied DOR intends for the language to cover
both types of restriction...any written restrictions which
prevent the land from being used for agriculture. He said he
would prefer the word "includes" being inserted in place of the
word "means" in the proposed amendment following page three of
Exhibit #1. Parcel of land under 20 acres would not be
eliminated under provisions of that language.

Senator Eck amended her motion to strike the word "means"
and insert "includes". This would allow the conservation
easement to stand.

Senator Van Valkenburg moved to insert "effectively"
following "restrictions" in the amendment following page 3. He
'said this would prevent someone from trying to creatively write
covenants to allow residential land to be classified
as agricultural for purposes of avoiding residential taxes. If
they are not clearly saying they can't be used for agricultural
purposes, but the effect of it is to do the same, the
"effectively" would eliminate the chance for another "scam" to
develop.

Mr. Woodgerd agreed it would be a good amendment.

Senator Van Valkenburg moved the amendment in the language
following page 3 and also in the title (see amendments # 2 and 5
on the attached standing committee report (Exhibit #7)).

The motion carried unanimously.

Senator Eck moved to amend the second reading copy of SB 69

as per the proposed amendments in Exhibit #1 (see amendments #1 -
#5 on the attached standing committee report (Exhibit #7)).
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Recommendation and Vote:

Senator Eck moved Senate Bill 69 Do Pass As Amended. The
motion CARRIED unanimously with Senator Doherty excused.

EXECUTIVE ACTION ON SENATE BILL 111

Amendments, Discussion, and Votes:

Committee researcher, Jeff Martin, presented a "gray bill"
(Exhibit $#3) showing the proposed amendments to Committee. He
explained the amendment on page 3, line 15, eliminates the
possibility of dealing with hazardous waste as per 75-10-203,
MCA. The amount of the credit is being revised in sub (2),
Section 2, page 4, line 3, from 5% to 25%. This amendment also
limits the year to the tax year in which the credit may be taken.
Following that amendment, page 6, lines 13 - 18 are stricken.
Subsection (5) limits the tax credit to the tax year that the
principal property was purchased. There is no carry forward of
the tax credit.

Senator Towe asked what happens on the subsequent sale. He
asked if the new owner gets the credit because used property is
available.

Mr. Martin said there is no purpose for subsection (4)
because there is no carryover credit that is available ta the new
buyer.

Senator Gage asked about a carry back provision.

Senator Towe said credits normally carry forward and carry
back. Unless it is specified that they don't, a judge somewhere
will rule they do.

Senator Eck suggested adding "only" at the beginning of line
6, page 4.

Senator Halligan said that language could be cleaned up and
would be added as an amendment.

Senator Halligan said the amendment on page 4,line 20, which
replaces "solely" with "primarily" will allow use of a truck or
vehicle for purposes other than just recycling.

" Senator Eck was concerned about defining recyclables as

opposed to garbage in relation to garbage permits and who must
have them.
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Senator Halligan felt the definitions took care of that
concern, but he said he would double check to be sure.
He continued the language on page 5, line 6, clarifies the credit
is for recycling, not further disposal. The new Section 4 on
page 7 addresses the waste incinerator problem by limiting the
credit for property purchased to produce energy from reclaimed
materials.

There was some concern expressed about the strict provisions
of the new Section 4. Jeff Martin said there could be a
distinction made between co-generation and using waste materials
for their own heating purposes.

Senator Halligan said it is his intention to amend the bill
so that a new fiscal note can be ordered as soon as possible. He
said he would strike the new Section 4 and the pertinent title
amendments to facilitate that process.

Senator Towe moved the amendments as presented and discussed

by the Committee as per Exhibit #3. The motion CARRIED
unanimously.

EXECUTIVE ACTION ON SENATE BILL 115

Amendments, Discussion, and Votes:

Jeff Martin presented a "gray bill" incorporating the
proposed committee amendments (Exhibit #4).

Gordon Morris, MACo, presented two sets of amendments to the
Committee (Exhibits #5 and #6). Mr. Morris referred to
amendment #24 (Exhibit #5) which would state that any proceeds on
page 5, line 17, would be distributed according to terms of an
interlocal government agreement. This would be a county wide
referendum agreed on by both city and county officials in an
interlocal government agreement. Amendment #29 provides that if
a governing body of a county elects not to participate in a
county wide referendum, the city would be able to proceed. After
talking with the League of Cities and Towns, Mr. Morris prepared
an alternative amendment (Exhibit #6). The difference in the two
amendments is as follows: Amendment #29, Exhibit #5, would allow
for a follow-up referendum for city only; Amendment #29, Exhibit
#6, provides that if the referendum fails, while at the same time
the municipal referendum portion of it passes, the city would
then be able to proceed. These amendments would put the issue
squarely in the hands of the city and county officials to work
out the process. The legislature is put at arm's length in terms
of distribution of proceeds. He noted amendments #1 - #23 are
simply technical amendments which would provide the process for
the governing bodies to meet and draw up the interlocal
agreement.
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Senator Towe said the committee had agreed that if this is
to be a sales tax, it should be point of origin based and if it
is income tax based, it should be contingent on population.

Mr. Hanson said he was willing to compromise. If the cities
put a local option sales tax on the ballot and the county wants
to participate, it can then be a county wide ballot. The
amendment from MACo indicates if it fails, county wide, but
passes in any of the cities, the tax could be implemented in
those cities. Distribution, however, is a serious problem.
Leaving distribution to an interlocal agreement is not the
solution, he felt. The League of Cities and Towns proposal for
distribution on a county wide local option sales tax would be 50%
population on a county basis and 50% point of origin on the city
basis.

Senator Eck asked if the 50% - 50% distribution would apply’
to a local option income tax. '

Mr. Hansen replied an agreement had been reached that a
local option income tax would be based on residence.

Senator Koehnke asked about distribution for a single
purpose project such as funding a city center.

Mr. Hansen said the formula would have to be written into
the law which would also allow for another method of distribution
through an interlocal agreement.

Mr. Morris thanked Mr. Hansen for his cooperation said MACo
could also support the 50% -50% distribution or the interlocal
agreement procedure.

Senator Halligan asked Jeff Martin to draft a '"gray bill
that would include the Department of Revenue amendments on
administration of income tax.

Senator Towe asked Jeff to draft amendments addressing
interlocal agreements with a fall back provision to the 50% - 50%
agreement.

Mr. Morris said amendment #29 on Exhibit #6 should replace
#29 on the second page of Exhibit #5. That set of amendments
would then reflect the compromise 50% - 50% position.

Senator Thayer requested language ensuring that electors
were adequately informed about the 50% - 50% distribution.
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EXECUTIVE ACTION ON SENATE BILL 213

Motion:

Senator Van Valkenburg moved to reconsider action on Senate
Bill 213 to allow for further amendments.

The motion CARRIED unanimously.

ADJOURNMENT

Adjournment At: 10:00 a.m.

v A LFY
SERATOR MIKE‘/ ALLIGAN, Chairman

2

. JILL D. ROHYANS, Secretary

MH/jdr
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(7) 1I1If the taxpayer is a shareholder of an electing
small business corporation, the credit must be computed
using the shareholder's pro rata share of the corporation's
cost of investing in equipment necessary to collect,
transport, or process reclaimed material or to manufacture a
product from reclaimed material. In all other respects, the
allowance and effect of the tax credit apply to the

corporation as otherwise provided by law.

NEW SECTION. Section 4. Dpeduction for purchase of

recycled material. In addition to all other deductions from
adjusted gross individual income allowed in computing
taxable income under Title 15, chapter 30, or from gross
corporate income allowed in computing net income under Title
15, chapter 31, part 1, a taxpayer may deduct an additional
amount equal to 5% of the taxpayer's expenditures for the
purchase of recycled material that was otherwise amm:nnwc~w

by the taxpayer as business-related expense in Montana.

NEW SECTION. Section 5. Department to make rules. The

department of revenue shall prescribe rules necessary to

carry out the purposes of [sections 1 through 5}.

NEW SECTION. Section 6. Effective date -
applicability -- rulemaking. (1) Except for the purposes of
subsection (2), [this act} is effective December 31, 1991,
and applies to tax years beginning after December 31, 1991.

(2) For the purposes of promulgating administrative

-7

LC 0020/01
1 rules to implement sections [1 through 4], [this act] is
2 effective on passage and approval.

-End-

BEW SECTION., 8Sebtion 4. Limitation of credit. Not

withstanding the provisiwns of’ [sections 2 and 3}, a tax credit

may not be claimed for th vestment in property used to produce

~

AEMIm DEN 5 5t AT
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beneficial interest in a business that collects, transports,

or processes reclaimed material or that manufactures a
product from reclaimed material. For the purposes of this
section, a business qualifies as a business that collects
reclaimed material if it gathers reclaimable material for
later mmpmMHMnonmmm»:wwlodllmwvaumw for another business
that has as  its primary business function the collection,
transportation, or processing of reclaimed material or the
manufacture .On a product from reclaimed material. The
collection of reclaimed material may be a minor or nonprofit
part of a business otherwise engaged in a retail trade or
other business activity. .

(ii) The taxpayer may but need not operate or conduct a
business that collects, transports, or processes reclaimed
material or manufactures a product from reclaimed material.
If more than one person has an interest in a business with
qualifying property, they may allocate all or any part of
the investment mown among themselves and their successors or
assigns.

(c) The business must be owned or leased during the tax
year by the taxpayer «claiming the nwmmwm. except as
otherwise provided in subsection (1)(b), and must have been

collecting, transporting, or processing reclaimed material

‘or manufacturing a product from reclaimed material during

the tax year for which the credit is claimed.

|w|
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{d) The reclaimed material collected, transported,
processed, or used to manufacture a product may not be an
industrial waste generated by the person claiming the tax
credit.

{(2) A credit under this section may be claimed by a
taxpayer for a business only if the qualifying property was
purchased on or after January 1, 1986, but before July 1,
1996.

(3) The credit provided by this section is not in lieu
of any depreciation or amortization deduction for the
investment or other tax »:nm=nm<m to which the taxpayer
otherwise may be entitled under ewnwm 15.

(4} —Upon~—sale, —exchanger—or—other -disposititon—of
qualifying property -for-which.the-transfaror was-receiving a
tax credit,-the-tax-credit.available-to--the transferee —is
limited to-the—amount and-duratien-of-eredit-that-could-have
been--claimed by-the_originat-purchaser-had the-property-not
been-transfeered. RENUMAEA SVUBTESENT

SURS E gy, DVE

(5) A tax credit otherwise allowable under this section

+ A2
that is not used by the taxpayer in a-partieular  year may

4\
not be carried forward to offset a taxpayer's tax liability
for any succeeding tax year. .
(6) The taxpayer's adjusted basis for determining gain
or loss may not be further decreased by any tax credits

allowed under this section.
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flexible in determining the specifics of what are to be
defined as reclaimed amnmnnmwm and recycled materials. The
in-state advantages to building industry based upon
reclamation and recycling may have 1local and interstate

benefits that far outweigh the cost of a tax credit and

"additional deduction.

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

NEW SECTION. Section 1. Definitions. For the purposes

of [sections 1 through 5], unless otherwise required by the
context, the following definitions apply:

(1) "Reclaimed material” means material that has useful
physical or chemical properties after serving a specific
purpose and . that would M%namrw< be disposed of as solid

JAS delvedd s 2k 40 - 208
tmmnm>6< a consumer, processor, or manufacturer.

(2) "Recycled material" means a substance that is

produced from at least 90% reclaimed material.
NEW SECTION. Settion 2. Amount and duration of ‘credit

-- how claimed. .ww.bs individual, corporation, partnership,
or small business corporation, as defined in 15-31-201, may
receive a credit wom»:mn taxes imposed by Title 15, chapter
30 or 31, for investments in depreciable property to
collect, transport, or process reclaimed material or to

manufacture a product from reclaimed material, if  the

taxpayer qualifies under [section 3].
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(2) Subject to [section 3{2)], a taxpayer qualifying
for a credit under [section 3] is entitled to claim a credit
in an amount equal to ;mowww the cost of the property
purchased to collect, transport, or process reclaimed
material or to manufacture a product from reclaimed material
for the year in which the property was purchased and-fer-a-
period of 10 consecutive-yeare. If qualifying property was
purchased prior to January 1, 1990, but on or after January
1, 1986, a taxpayer is entitled to a credit for tax year
1990, —but-the-18-year-peried-is-considered to have- begun in
the year - -in which the qualifying-property. was_purchased.

NEW SECTION. Section 3. cCredit for investment in

property used to collect, transport, or process reclaimed
material or to manufacture m. product from reclaimed
material. (1) The following requirements must be met to be
entitled to a tax credit for investment in property to
collect, transport, or process reclaimed material or to

manufacture a product from reclaimed material:

{a) The investment must be for depreciable property
pr.mar

Ly

used mowmw%Yno nowumnn. transport, or process reclaimed
material or to manufacture a product from reclaimed
material.

{(b) (i) The taxpayer claiming a credit must be a person
who, as an owner, including a contract purchaser or lessee,

or who pursuant to an agreement owns, leases, or has a

|&l
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4 A BILL FOR AN ACT ENTITLED: “AN ACT ENCOURAGING BUSINESS
5 INVOLVEMENT 1IN THE RECLAMATION AND RECYCLING OF MATERIALS;
6 PROVIDING TAX CREDITS FOR INVESTMENTS IN DEPRECIABLE
7 PROPERTY TO COLLECT, TRANSPORT, OR PROCESS RECLAIMED
8 MATERIAL R TO MANUFACTURE A PRODUCT FROM RECLAIMED
FRO V1D ,MVG B &nviTAT, D OF Tk TAA A;Am.\.):q(..
9 :>6m2H>rn> PROVIDING AN ADDITIONAL 5 PERCENT TAX DEDUCTION
10 FOR BUSINESS-RELATED USE OF RECYCLED MATERIALS; AND
11 PROVIDING EFFECTIVE DATES AND AN >mvrun>wmrnﬁ< DATE. "
12
13 STATEMENT OF INTENT
14 A statement of intent is necessary for this bill because
15 [section 5] grants rulemaking authority to the department of
16 revenue. This bill allows rulemaking to proceed prior to the
17 effective date of the act to allow the department mavum.mmsm
18 prior to the time the bill goes into effect to hold hearings
vwo and elicit the wviews of taxpayers, the public, and groups
20 interested in the reclamation and recycling of materials.
21 The legislature expects the department to adopt rules
22 that will promote the reclamation of materials that would
23 normally be discarded, by m:nocnmowao. the collection,
24 transportation, processing, and reuse of reclaimed and
25

recycled materials by businesses.
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The bill addresses four levels of business involvement
in the reclamation and recycling of materials:

(1) Retail businesses are encouraged to purchase
equipment to collect reclaimed material from consumers.

{2) Recyclers are encouraged to purchase equipment to
collect reclaimed material from businesses and other
sources, transport the material, and process it.

(3) Manufacturers are encouraged to purchase equipment
to manufacture products from reclaimed material.

(4) All businesses are offered an additional
business-related tax deduction to use recycled products in
the course of their business.

The scope of the business activity to qualify for a tax
credit should be broad. Retail grocery stores and other’
businesses should be encouraged to collect reclaimed
material by receiving a tax credit for equipment they
purchase to. collect the material, even if they do not
directly receive a business-related profit from the
equipment or collection operation. Recyclers are encouraged
to purchase collection, transportation,’ and processing
equipment, and manufacturers are encouraged to purchase
equipment to make products from reclaimed material.

The rules should be inflexible in allowing dual roles
for equipment--the qualifying equipment should be used

solely for the purposes of this bill. The rules should be

.. INTRODUCED BILL
S W




-3

© W O ® N W

12
13
14
15
16

17

18

19

20

21

SB 0069/02

{A) PROHIBIT ITS USE FOR AGRICULTURAL PURPOSES;

{(B) DO-—NOT —PROHIBIT —I78—HSE—FOR COMMERCIAL--OR

RESIDENTIAI~PURPOSES; AND

{C) ARE 1IN EFFECT ON JANUARY 1 OF THE VYEAR OF
ASSESSMENT.
{(5) The grazing on land by a horse or other animals

kept as a hobby and not as a part of a bona fide

agricultural enterprise shall not be considered a bona fide

agricultural operation.

{6) If land has been valued, assessed, and taxed as
agricultural land in any year, it shall continue to be so
valued, assessed, and taxed until the department
reclassifies the property. A reclassification does not mean

revaluation pursuant to 15-7-111.

(7) For the purposes of this part, growing timber is

not an agricultural use. (Subsection (7) terminates January
1, 1991--sec. 10, Ch. 681, L. 1985.)"
NEW SECTION. Section 2. Effective date -- retroactive

applicability. ([This act] is effective on passage and

approval -and applies retroactively, within the meaning of
1-2-109, to taxable years beginning after December 31, 1990.
-End-~
-3- SB 69
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1 SENATE BILL NO. 69
2 INTRODUCED BY ECK
3 BY REQUEST OF THE DEPARTMENT OF REVENUE
4
S A BILL FOR AN ACT mzeuwrmc" "AN ACT CLARIFYING THAT LAND
6 BURDENED WITH STATED RESTRICTIONS PROHIBITING ITS USE FOR
AT L~ sy
7 AGRICULTURAL PURPOSES OR THAT 56 NOT PRSHIBIT ITS --USE FOR
CoOvs EAVAT On7
8 COMMERCIAL—OR-RESIDENTIAL PURPOSES MAY NOT BE CLASSIFIED OR
9 VALUED AS AGRICULTURAL LAND; AMENDING SECTION 15-7-202, MCA;
10 AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE
11 APPLICADILITY DATE."
12
13 BE IT ENACTED BY Ti E LEGISLATURE OF THE STATE OF MONTANA:
14 Section 1. section 15-7-202, MCA, is amended to read:
15 "15-7-202. Eligibility of land for wvaluation as
16 agricultural. (1) Contiguous parcels of land totaling 20
17 acres or more under one ownership shall be eligible for
18 valuation, assessment, and taxation as agricultural 1land
19 each year that none of the parcels is devoted to a
20 commercial or industrial use.
21 {2) Contiguous or noncontiguous parcels of land
22 totaling less than 20 acres under one ownership that are
23 actively ‘devoted to agricultural use shall be eligible for
24 valuation, assessment, and taxation as herein provided each
25

year the parcels meet any of the following qualifications:
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(a) the parcels produce and the owner or the owner's
agent, employee, or lessee markets not less than $1,500 in
annual gross income from the raising of livestock, poultry,
field crops, fruit, and other animal and vegetable matter
for food or fiber; or

{b) the parcels would have met the qualification set
out in subsection (2)(a) were it not for independent
intervening causes of production failure beyond the control
of the producer or marketing delay for economic advantage,
in which case proof of qualification in a prior year will
suffice.

(3) Parcels that do not meet the qualifications set out
in subsections (1) and (2) shall not be classified or valued
as agricultural if they are part of a platted subdivision
that is filed with the county clerk and recorder in
compliance with the Montana Subdivision and Platting Act.

(4) Land shaii--not--be--classified---or--—-vatued---as
agricutturat--if--it--is-subdivided-with-stated-restrictions

prohibiting burdened--with---restrictive---covenants---that

prohibit its--use-for-agriculturai-purposes and-that-are-in

effect-on-danvary-i-of-the-year-of--asasessment--may--not--be

mMmuummmnmIAWnuucnmnnmllounpmnwnawwanom|wn:m¢¢:mmn|nswunuann

MAY NOT BE CLASSIFIED OR VALUED AS AGRICULTURAL LAND UNDER

THIS PART IF THE LAND IS BURDENED WITH RESTRICTIVE COVENANTS

THAT

SECOND READING

-2- SB 69
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48P NOT—PROHEBI T TS USE——POR—COMMERCIAB—OR

RESIOENTIAN—PURPOSIBE—AND

ey—ARE-——IN— T T ECT—OR-——JANUARY IO —2PHE—KEAR—OF

ASEESSMEND

{5) The grazing on 1land by a horse or other animals
kept as a hobby and not as a part of a bona fide
agricultural enterprise shall not be considered a bona fide
agricultural operation.

(6) If land has been valued, assessed, and taxed as
agricultural land in any year, it shall continue to be so
valued, assessed, and taxed until the department
reclassifies the property. A reclassification does not mean
revaluation pursuant to 15-7-111.

(7) For the purposes of this part, growing timber is
=On. an agricultural use. (Subsection (7) terminates January

1, 1991--sec. 10, Ch. 681, L. 1985.)"

NEW SECTION. Section 2. Effective date —- retroactive

applicability. {This act] is effective on passage and
approval and applies retroactively, within the meaning of
1-2-109, to taxable years beginning after December 31, 1990.

s -gnd-

-3~ SB 69

Land MAY NOT BE CLASSIFIED OR VALUED AS AGRICULTURAL IF IT IS
ErpiL /08 LY
SUBDIVIDED LAND WITH STATED RESTRICTIONS |[PROHIBITING ITS USE FOR
AGRICULTURAL PURPOSES. mowwazn PURPOSES OF THIS SUBSECTION ONLY,
IAIC L OF
"SUBDIVIDED LAND" MEANS PARCELS OF LAND LARGER THAN 20 ACRES THAT

HAVE BEEN SUBDIVIDED FOR COMMERCIAL OR RESIDENTIAL PURPOSES.
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SENATE BILL NO. 69
INTRODUCED BY ECK

BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL FOR AN ACT ENTITLED: "AN ACT CLARIFYING THAT LAND
LARCER THAA 20 ACRES
BURBENBD WITH STATED RESTRICTIONS PROHIBITING ITS USE FOR

AGRICULTURAL PURPOSES OR—PHAP—HO-NOP—PROHIBIT—ITSUSB—FOR

EOMMERC TAE-—OR-REGFDENBIAI-PURPOGHS MAY NOT BE CLASSIFIED OR

VALUED AS AGRICULTURAL LAND; AMENDING SECTION 15-7-202, MCA;

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE
APPLICABILITY DATE."

BE IT ENACTED BY Tt E LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 15-7-202, MCA, is amended to read:
*15-7-202. Eligibility of land for valuation as

monmocunzwww. {1) Contiguous parcels of land totaling 20

acres or more under one ownership shall be eligible for

valuation, assessment, and taxation as agricultural land

each year that none of the parcels is devoted to a

commercial or industrial use.

(2) Contiguous or nonc¢ontiguous parcels of land
totaling less than 20 acres under one ownership that are
actively devoted to agricultural use shall be eligible for
<mwcmnmo:- assessment, and taxation as herein provided each

year the parcels mect any of the following gualifications:

.? A!a:n..:n Legisiative Councd

11
12
13

14
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16
17
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20
21
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23
24
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(a) the parcels produce and the owner or the owner's
agent, employee, or lessee markets not less than $1,500 in
annual gross income mnor the raising of livestock, poultry,
field crops, fruit, and other animal and vegetable matter
for food or fiber; or

(b) the parcels would have met the qualification set
out in m:cmmnnwoa {2)(a) were it not for .msamvmzmmzn
intervening causes of production failure beyond the control
of the producer or marketing delay for economic advantage,
in which case proof of qualification in a prior year will
suffice.’

(3) Parcels that do not meet the qualifications set out
in subsections (1) and (2) shall not be classified or valued
as agricultural if they are part of a platted subdivision
that is filed with the county clerk and recorder in
compliance with the Montana Subdivision and Platting Act.

(4) Land shaii--not--be--classified---or--~-valtued---as
agricuitural--if--it--is-subdivided-with-stated-reatrictions

prohibiting burdened--with---restrictive---covenants---that

prohibit its--use-for-agriculturai-purposes and-that-are-in

effect-on-danuary-i-of-the-year-of--assessment--may--not--be

classified--or--vatlued--as-agriculturai-tand-under-this-part

NN G P B e CLA B SR B DR A B U R DA S~ AR TC U P Rt AN D~—HNBER

TS~ PARY~ IR B H AN~ DR ENED-HE PR ESTRICTTVE - COUENANT S

~BHLDe

SECOND READING

-2- SB 69




Oen,

@ & 00V e W N

11
12
13

15
16
17
18
19
20
21
22
23
24
25

)
o~ X
R
2 ENRL
= ol 1
anom latjure LC 0605/01
=
-
= =
E =
2z x oA
H S a8 s /3'(v®\“;...

INTRODUCED BY

UH— L. FOR AN
Dr o \ \\\. N
GOVERNMENT TO IMPOSE ANY TYPE OF TAX NOT PROHIBITED BY LAW

IF IT IS APPROVED BY THE ELECTORATE OF TH FOOFF GOVERNMENT ;
AuR DiSTRIBUT O

PROVIDING FOR >03Hz~mam>emoz>0w THE TAX; R®D PROVIDING CIVIL

AND CRIMINAL PENALTIES NECESSARY FOR ADMINISTRATION OF THE

taxoe EAEMPTIN G LOCAN OP 128 PREPEATY TAXES Fhom
TWE PASYIS0008 o F TI-/05AMD AMELN OV G Srcy,s

1§10 A2 Mc A
STATEMENT OF INTENT

A statement of intent is required for this bill because
the department of nmcmMcm is granted rulemaking authority
under [section” mMemon the administration of a local option
income tax. The legislature intends that the department
adopt rules that:

(1) define income subject to a local income tax;

{2) specify the conditions under which a taxpayer who
resides in a jurisdiction that imposes a local income tax is
liable for the tax;

(3 E ias :
is—-not_a —resident—of—the—jurisdi ‘. al
income —tax—but—whose " Princ i
ml@#Owaoah(l*m)\W$I!h7

rabte—for—the-~-local

ineome—taw; KEnvmprR mt\umﬁbtﬁlq SUASECTIAMS

@ui& legisiat.ve Councid

&A‘mﬁema\. “AN ACT THORIZING A LOCAL (] %

.
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(5) "UTILITY SERVICES® MEANS THE SALE OF GAS, ELECTRICITY, - o1
WATER, SEWER SERVICES, TELECOMNUNICATION SERVICES, EXCEPT CABLE
TELEVISION SERVICES, AND n>u’ﬂu AND SANITATION SERVICES.

(4) provide for the necessary forms and required
procedures for reporting taxes; and

(5) establish procedures for the efficient
administration of a 1local income tax, including the

collection and timely remittance of the vnonmmaw from the

income tax to the jurisdiction imposing the tax.

) 3.\5%&} \\\\Aﬁc\.\uoﬁu. Sr a2psvra thay
o TRxPRIEA 15 SJBTKCT 70 BPo64E TAsgr.aa
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Definitions. As used in

[sections 1 through 6}, the following definitions apply:

(1) "Department” means the department of revenue.

(2) "Enabling authority” means a proposal approved by
the electorate in accordance with 7-5-136 that enables a
local government to impose a tax.

(3) “Local government” means the government of a county
or a municipality.

(4) =z::»nwvmwwn<: means m:,wzoonuonmnma city, town, or

city-county consolidated government.

NEW SECTION. Section 2. Authorization of local option

tax. (1) Subject to the provisions of the enabling

authority, a local government may impose upon its residents

and upon transactions within its jurisdiction:
Jro1V 19 AL :
(a) taxes on income; arce 7 atlinsz

CEmrizh l 1. A 5= 2 sEn
{b) .taxes on n=m>mm~mmom goods or services; or VIt
() - .Qtnm S Oad PAOPEAT YV .

'INTRODUCED BILL.
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The proposal to impose a tax authorized by this
section may be initiated by a petition of the electorate, as
provided in 7-5-131 through 7-5-135, or by a referendum
proposed by the governing body.

{3) The proposal must state:

{a) the specific type of tax the local government

proposes to impose;

b the proposed tax rate;

(b} propo o dveten s,

(c) proposed nxnwcm»o:w and exemptions, if any;
n

‘W’@ N 0 v s W N e

10 {d) the proposed duration of the tax;

11 - (e} the purpose for which the proceeds of the proposed
12 tax would be used; and

13 (£} the estimated total annual revenue to be produced
14 by the proposed tax.

15 {4) In addition to the vnﬁ<muwo:m required by
16 subsection {(3), the proposal must grant the governing body
17 authority to establish administrative procedures, rules,
18 penalties, and other powers that are consistent with the
19 approved enabling authority.

20 (5) Except as provided in [section 6), the enabling
21 authority may not be amended or repealed by the governing
22 body without a vote of the electorate.

23 NEW SECTION. Section 3. Local option income tax --
mMWu administration ———noaresidents. If the tax authorized by
25 [section 2] is a percentage of the state income tax
&) B A LocAc .

OLTi>r> FROPEATY

FROM THE FADYiS, 475
,,; ‘ ;%ﬁ .

ﬂ»ﬁ\w Iz

ExEmps

<4

THE PROVISIONS OF TITLE 15, CHAPTER 30, PART 3 APPLY TO A LOCAL

OPTION INCOME TAX ADMINISTERED BY THE DEPARTMENT.

=
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20

21
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liability of residents of a county or municipality or—ef
-persens—searning -or—seceiving—ineome from-activity—in—the
county or muntcipatityy the following provisions apply:

(1) A local option income tax must be administered by

the department, and the department shall adopt rules for the
administration of the tax. &— ]

(2) Money collected by the department must be credited
to a local income tax account in the fiduciary fund of the

state treasury. )
Y 2xc,Y oy progide A o mtbu.mn&vx\m..

(3) The department u=b->non:n: the tax proceeds to the
jurisdiction where they were collected after deducting:
{a) the amount of refunds;

{b) a reserve for anticipated refunds; and

{c) an amount for administering the tax, not to exceed
5% .
2 ) of the proceeds collected in each jurisdiction.
>~N~ IE THEAR 1S LAATIRL PRyMEAT oF INDME
{ payer—vhose-principal—pltace—of—business—or
THE PAYMENT musT FIAST QE ALIED TO THE Sy,
empIoyment —is—ima—jurtsdivtion Witha—local—incene—tan-but
MICAME TRAK OBLISATION BEESAE ;7 ¢35 APALIED
who lives—oUEE18p-the-boufidariés o
T THIR LOCAL 1MCODME TAXx OCLrGHNT oD,
liable for-one-half -the rate—eof-tthe—ineome-tax.

NEW SECTION. Section 4. Enforcement -~ penalties for

nonpayment -- interlocal agreements. (1) Subject to any
annnmnnmoau in the enabling authority, a governing body may
enforce the vuo<mmmo:w, pertaining to the imposition and
collection of the tax by establishing:

(a) criminal pen..lties, not to exceed the penalties for
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“\m (3) THE DEPARTMENT SHALL ADOPT RULES TO PREVENT DOUBLE TAXATION
| el
Lt _ L UNDER LOCAL OPTION TAXES AND TO RESOLVE THE ADMINISTRATION AND
—_ .
b= = = L 05/01
< @ ) 7 € 0605/ ALLOCATION OF TAXES AMONG LOCAL GOVERNMENTS FOR TAXES
IS oY — o | .
S 838 - - ADMINISTERED BY THE DEPARTMENT. Do
1 violation of an ordinance as set forth in 7-5-109; and i option tax after the electorate of a municipality in the
2 (b) civil penalties that are monetary amounts, -either 2 county has approved a local option tax on the same person or
3 fixed or in percentages, enforceable in a justice's, city, 3 transaction at the same or a higher rate, persons and
4 or municipal court. . 4 transactions in the municipality are exempt from the county
s (2) A governing body may contract or enter into 5 tax as long as the municipal tax wm, in effect. If the
6 interlocal agreements with other local governments or state 6 municipal tax is at a lower rate than the county tax, the
7 agencies for the administration of a tax authorized by ) 7 governing body of the municipality shall repeal its tax
3) THE DEPARIMENT MAy RAOMn578 R OINER 8 without a vote of the electorate.
GBP 8 [section 2]}. { ) Lo AL nu“.ﬁb‘t chxr‘u\ ﬂ\a«Mt\%.ﬂu TNEAE 15 A N
Co 15 Forr o< 57A7 A x : . - . . .
9 NEW SECTION. mon»mu o o bution” of tax proceeds. 9 NEW SECTION. Section 7. codification instruction.
10 (1) The proceeds of a nmx.mcn:on:ma by [section 2] must be 10 (¢) Hmmn:o.:m 1 through 6] are intended to be codified as an
11 used - for the purpose stated in the enabling authority, 11 integral part of Title 7, chapter 6, and the provisions of
12 except that the governing body may use a portion of the 12 Title 7, chapter 6, apply to [sections 1 through 6]. .
13 proceeds for the administration of the tax. Q \h,u...f.\NAlx»S 27 \S.\..Nanm W\ 2 Lo ﬁh»b\b\.\\ Zig  <oan
14 {2) A 1local option tax imposed by a county must be \.\S\N.“»\ﬁ..\\ \S\.\M\ \N w.>...\\Nh s Clivs By, ¢
v ’ ’
15 levied countywide, and unless otherwise v.nocmamm by
16 agreement with municipalities, the county shall distribute’®
17 it ceeds based on the point of origin omnhwuV\bﬁx ~—3> (a) sales tax revenue based on the point of origin of the
18 revenue. After o rata deduction for its fMistrative sales tax revenue;
\ i 3 t svenue collected e
1 expenses, the county m:mwwwwwwwwvv: ax revenu (b) income tax revenue based on the relative population of
20 within each \\Ecuwowﬁm.u\m\z to the municipality and shall parvla tionr o4 A
PR —— the municipalities to the,county derived from the most recent
- 21 retafn tax revenue not collected within apy municipality.™
_ . ) ey population estimates provided by the U.S. bureau of census, or if
22 NEW SECTION. Section 6. Dpouble taxation prohibited.
. : estimates are not avajlable, derived from the 1990 census.
23 (1) A local option tax may not be levied on the same person
3 a pr eductio st
24 or transaction by more than one local government. (3) After pro rata d ion nou.w its administrative
25 (2) If the electorate of a county approves a local  expenses, the county shall distribute tax revenue to each

. ._L..Rw 7
municipality as provided in m:vmwnn»o=u-v>n=n shall retain tax
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NEW SECTION. Section 7. LOCAL GOVERNMENT TAX
ADMINISTRATION ACCOUNT. (1) THERE IS WITHIN THE STATE SPECIAL
REVENUE FUND A LOCAL GOVERNMENT TAX ADMINISTRATION ACCOUNT.

(2) THE AMOUNTS DEDUCTED UNDER [SECTION 3(3)(C)] MUST BE
DEPOSITED BY THE DEPARTMENT INTO THE LOCAL GOVERNMENT TAX
ADMINISTRATION ACCOUNT.

(3) THERE MUST BE RETAINED IN THE LOCAL GOVERNMENT TAX
ADMINISTRATION ACCOUNT THE AMOUNTS NECESSARY FOR THE DEPARTMENT

TO ADMINISTER THE TAX.

Section 8. .Sectioh 15-10-412, MCA, is amended to read:

"15-10-412. Property tax limited to 1986 levels --
clarification -- extension to all property classes. Section 15-
10-402 is interpreted and clarified as follows:

(1) The limitation to 1986 levels is extended to apply to
all classes of property described in Title 15, chapter 6, part 1;

(2) The limitation on the amount of taxes levied is
interpreted to mean that, except>as otherwise provided in this
section, the actual tax liability for an individual property is
capped at the dollar amount due in each taxing unit for the 1986
tax year. In tax years thereafter, the property must be taxed in
each taxing unit at the 1986 ca§ or the prbduct of the taxable
value and milis levied, whichever is less for each taxing unit,
except in a taxing unit that levied a tax in tax years 1983

— through 1985 but did not levy a tax in 1986, in which case the
O 119 . '

“““‘*actua%—gim liability for an individual property is capped at the

-~ .
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dollar amount due in that taxing unit for the 1985 tax year.

(3) The limitation on the amount of taxes levied does not
. mean that no further increase may be made in the total taxable
valuation of a taxing unit as a result of:

(a) annexation of real property and improvements into a
taxing unit;

(b) construction, expansion, or remodeling of improvements;

(c) transfer of property into a taxing unit;

(d) subdivision of real property;

(e) reclassification of property;

(£) increases in the amount of production or the value of
production for property described in 15-6-131 or 15-6-132;

(g) transfer of property from tax—-exempt to taxable status;

(h) revaluations caused by:

(i) cyclical reappraisal; or

(ii) expansion, addition, replacement, or remodeling of
improvements; or

(1) increases in property valuation pursuant to 15-7-111(4)
through (8) in order to equalize property values annually.

(4) The limitation on the amount of taxes levied does not
mean that no further increase may be made in the taxable
valuation or in the actual tax liability on individual property
in each class as a result of:

(a) a revaluation caused by:

(1) construction, expansion, replacement, or remodeling of
improvements that adds value to the property; or

(ii) cyclical reappraisal;
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(¢c) reclassificafion of property;

(d) increases in the amount of production or the value of
production for property described in 15-6-131 or 15-6-132;

(e) annexation of the individual property into a new taxing
unit;

(£) conversion of the individual property from tax-exempt
to taxable status; or

(9) increaseé in property valuation pursuant to 15-7-111(4)
through (8) in order to'equalize property values annually.

(5) Property in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including the
designation of 1982 as the base year, until the reappraisal cycle
beginning January 1, 1986, is completed and new valuations are
placed on the tax rolls and a new base year designated, if the
property is:

(a) new construction;

(b) expanded, deleted, replaced, or remodeled improvements;

(c) annexed property; or

(d) property converted from tax-exempt to taxable status.

(6) Property described in subsections (5) (a) through (5) (d)
that is not class four, class twelve, or class fourteen property
is valued according to the procedures used in 1986 but is also
subject to the dollér cap in each taxing unit based on 1986 mills
levied.

(7) The limitation on the amount of taxes, as clarified in

this section, is intended to leave the property appraisal and
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valuation methodology of the department of revenue ingggﬁn__ 596,LA§

Determinations of county classifications, salaries of local
government officers, and all other matters in which total taxable
valuation is an integral component are not affected by 15-10-401
and 15-10-402 except for the use of taxable valuation in fixing
tax levies. In fixing tax levies, the taxing units of local
government may anticipate the deficiency in revenues resulting
from the tax limitations in 15-10-401 and 15-10-402, while
understanding that regardless of the émount of mills levied, a
taxpayer's liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unless:

(a) the taxing unit's taxable valuation decreases by 5% or
more from the 1986 tax year. If a taxing unit's taxable valuation
decreases by 5% or more from the 1986 tax yeér, it may levy
additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a number
calculatéd to equal the revenue from property taxes for the 1986
tax year in that taxing unit.

(b) a levy authorized under Title 20 raised less revenue in
1986 than was raised in either 1984 or 1985, in which case the
taxing unit may, after approval by the votefs in the taxing unit,
raise eaéh year thereafter an additional number of mills but may
not levy more revenue than the 3-year average of revenue raised
for that purpose dufing 1984, 1985, and 1986;

(c) a levy authorized in 50-2-111 that was made in 1986 was
for less than the number of mills levied in either 1984 or 1985,

in which case the taxing unit may, after approval by the voters
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in the taxing unit, levy each year thereafter an addf%ﬁgﬂal_~:§gi;4£;2;

number of mills but may not levy more than the 3-year average
number of mills levied for that purpose during 1984, 1985, and
1986. |

(8) The limitation on the amount of taxes levied does not
apply to the following levy or special assessment categories,
whether or not they are based on commitments made before or after
approval of 15-10-401 and 15-10-402:

(a) rural improvement districts;

(b) special improvement districts;

(c) levies pledged for the repayment of bonded
indebtedness, including tax increment bonds;

(d) city street maintenance districts;‘

(e) tax increment financing districts;

(£) satisfaction of judgments against a taxing unit;

(g) street lighting assessments;

(h) revolving funds to support any categories specified in
this subsection (8);

(i) 1levies for economic development authorizéd pursuant to
'90-5-112(4); and

(3) élementary and high school districts.

(k) local option property tax levies authorized pursuant to
[section 21,

(9) The limitation on the amount of taxes levied does not
apply in a taxing unit if the voters in the taxing unit approve
an increase in tax liability following a resolution of the

governing body of the taxing unit containing:
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(a) a finding that there are insufficient funds to o

~adequately operate the taxing unit as a result of 15-10-401 and
15-10-402;

(b) an explanation of the nature of the financial
emergency;

(c) an estimate of the amount of funding shortfall expected
by the taxing unit;

(d) a statement that applicable fund balances are or by the
end of the fiscal year will be depleted; |

(e) a finding that thefe are no alternative sources of
revenue;

(f) a summary of the alternafives that the governing body
of the taxing unit has considered; and

(g) a statement of the need for the increased revenue and
how it will be used.

(10) (a) The limitation on the amount of taxes levied does
not apply to levies requifed to address the fundihg of relief of
suffering of inhabitants caused by famine, conflagration, or
other public calamity.

(b) The limitation set forth in this chapter on the amount
of taxes levied does not apply to levieé to support a city-county
board of health as provided in Title 50, chapter 2, if the
governing bodies of the taxing units served by the board of
health determine, after a public hearing, that public health
programs require funds to ensure the public health. A levy for
the support of a local board of health may not exceed the 5-mill

limit established in 50-2-111.
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(11) The limitation on the amount of taxes levied by a
taxing jurisdiction subject to a statutory maximum mill levy does
not prevent a taxing jurisdiction from increasing its number of
mills beyond the statutory maximum mill levy to produce revenue
equal to its 1986 revenue.

(12) The limitation on the amount of taxes levied does not
apply to a levy increase to repay taxes paid under protest in

accordance with 15-1-402."
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2.7

Title,
Strike:

Title,

SB 115 AMENDMENTS

SENATOR BILAYI.OCK, SPONSOR

Amend bill as follows:

line 4

IIA"

line 5

Following: "Government"

Insert:

lls"

Title, line 6:

Strike:

Page 2,
Strike,

Page 2,

Following:

Insert:

Page 2,
Strike:

Page 2,

OF THE LOCAL GOVERNMENT

line 13
11 a"

line 14

"local government
"s"

line 21
lla"

line 21

Following: "government"

Insert:

Page 2,
Strike:
Insert:

Page 2,
Strike:
Insert:

Page 3,

“sll

line 21
" its 1"
"their®

line 22
1] its "
"their"

line 4

Following: "“governing"

Strike:
Insert:

Page 3,

Following:

Insert:

"body "
"bodies"

line 6

"government"
"s"

MACo
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Page 3 -

24. Page 5, line 17
Following: ‘'proceeds"
Insert: "according to the terms of an interlocal
government agreement"

25. Page 5, lines 17 and 18
Strike: "based on the point of origin of the tax
revenue"

26. Page 5, line 18
Strike: "After"
Insert: "after"

27. Page 5, line 19

Following: "expenses"
Strike: ",
Insert: ".n

28. Page 5, lines 19 through 21
Strike: "the county shall distribute tax revenue col-
lected within each municipality to the munic-
ipality and shall retain tax revenue not
collected within any municipality."®

29. Page 5, line 22:

Insert: (3) If the governing body of the county
elects not to participate in imposing a tax authorized
by referendum as set forth in [section 2] or if the
county wide referendum fails the municipality or munic-
ipalities may individually proceed under provisions set
forth in [section 27.

(1) under this provision tax proceeds collected by the
department shall be returned to the municipality where
they were collected after deductions as set forth in
[section 3, subsection 3(a), (b), and (c)].
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HB 115 AMENDMENT

SENATOR BLAYLOCK, SPONSOR

29. Pagé 5, line 22:

(3) If the governing body of a county elects not to partic-
ipate in imposing a tax authorized by o)
[section 2] the municipality or municipalities may individually
proceed under provisions set forth in [section 2].

(i) If a county wide referendum fails while municipal
voters approve the referendum, the municipality or
municipalities may individually proceed with the impo-
sition of the tax as provided for in the enabling
authority as set forth in [section 2].

(ii) under this provision tax proceeds collected by the
department shall be returned to the municipality where
they were collected after deductions as set forth in
[section 3, subsection 3(a), (b), and (c)].

MACo

_ 2711 Airport Road

Helena, Montana 59601
(406) 442-5209
FAX (406) 442-5238

referendum as set forth in
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Fabruary 11,
MR. PRESIDENT:
We, your committee on Taxation having had under conslderation
Senate Bill No. 69 (zecond reading copy -- vellow), respectfully

report that 3Jenate 63 be amended and as

PAasEs:

Bill No.

L. Title, line 5.

Following: "THAT"

Insert: "PARCELS OF”

2. Title, line 6.

Strike: BURDENED"

Ingsert: "LARGER THAN 20 ACRES

"RESTRICTTIONS"
EFFECTIVELY"

Followinq
Insert:

3. Title, lines 7 and 2
Strike: "COR" oo line 7 through "PYRPOSES™ ou lina

4. Page 2. Lline 17
|

55 ameanded do

12
£

Stioikesy "Land”
5. Page 2, line 22 throagh page 3, liane 5.
Strike: page 2, Liae throwgh pags 3 1ine % iy thely 2nbicety
Inzert: "Land may uot be classified ¢ valused as agricualtural it
it 13 subdivided land with stated ragtrictioas =ffectively
prohibiting its use for aqricnifurkl pULpuSas Por the
purposeg of this sSubsection only, subdivided land” inoludes
parcels of land larger than 20 acresg that have benn
gubdivided for commercial or residential purpocses.”
A -
L .

Signaed: A

o »'-;/;:‘: o Fer
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Coord.
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\_—} ,.»- ~ / / //
Sece. of Senate

Mike Halligan,

Chaicman
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