
..,, 
' 

45th ~egislature LC 0157/01 

2 

3 

0' CONNELL, 4 
PALMER, 
lOBBINS, 5 
SHELDEN, 
STAIGMILLEW., 
SCULLY, 
VINCENT, 7 
WALDRON 

6 

9 

10 

11 

12 

13 

14 

15 

16 

17 

16 

19 

20 

21 

n 

23 

24 

25 

HOUSE BILL 10. 3 

INTRODUC.EoD BY DUSSAULT, WM. BAETH, BARDANOUVE, BRADLEY, BRAND, 
COONEY, COURTNEY, ELLIS, ESTENSON, EUDAILY, FRATES, G!tL!CAN, 
GOULD, E . GUNDERSON, J. GUNDERSON, HANSEN, HUENNEKENS , HARRINGTON, 
HARPER, HOLMES, KANDUCH, KENNY, KIMBLE, MENAHAN, METCALF, 

l BILL FOR AN ACT ENTITLED: "AB ACT PROVIDING FOR 1 

REPLACEKENT Tll FOR THE PROPERTY Tll HOi LEVIEu OB HABITABLE 

PROPERTY lBD PROVIDING 1 !BTHOD FOB ClLCULlfliG lHD 

COLLECTING THE REFLlCEKENT TAl; DEFIBIHG HABITABLE PROPERTY 

AID PROVIDIHG FOR ITS SEPARATE LISTIIG; liD PBOVIDIIG POB 

IIITBIIOLDIHG." 

BE IT EllCTED BY THE LEGISLATURE OF THE STATE OF !OBTlll: 

Section 1. Short title. T4is act aay b~ cited as the 

"Property Ta% Replaceaent Act•. 

Section 2. Declaration of purpose. The pnrpose of this 

act is to pro•ide an alternati•e aethod of assessing and 

collecting property taies on housing. Basic to this act is 

the presuaption that all persons use housing and that all 

should therefore pay taxes thereon in accordance vith their 

ability. To accoaplish this, the replaceaent ta%, although 

not an incoae tax, ~ill depend upon each person's total 

personal incoae as do "circuit breaker" laws but, calculated 

in a proportional aanue~. vill vary according to tasing 

jurisdictions and revenue needs. Since all no• vote on bond 

issues, this act requires all to pa~ticipate in their 

~ctireaent. It vill encourage aore and better housing and 
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vill often pre•ent persons froa losing their hoaes doe to 

inability to pay hign property taxes. 

section 3. Definitions. For the purpose of this act 

the following definitions apply: 

(1) (a) •Habitable property• aeans all. urban and rural 

buildings, houses, dwellings, dupleses, apartaents, rest 

hoaes, or aobile hoaes used or intended for huaan habitation 

as doaiciles and such suppleaentary bnildin9s as a garage or 

saall storage building noraally associated yith a residence 

and not incoae-producing. Every person is presuaed to have a 

doaicile but each head of household shal1 be entitled to 

only one unit qualifying as habitable property in any year. 

and all other buildings he aay occupy ~ill not be considered 

habitable property for purposes of this act. This does not 

preclude the ownership of rental or other habitable property 

in which other persons are doaiciled. 

(b) Habitable property also aeans the land occupied by 

the building not esceeding a typical tovn or city lot in 

area for duple%es or single faaily dwellings and for 

aultiple faaily buildings not eiceeding that noraally used 

for snch construction, considering the nuaber of units and 

type of construction. Soaevhat larger lots aay be allowed 

providing snch yards coapleaent the building, are not 

incoae-prodncing, and do not lend theaselyes to separation 

and development. An agent of the departaent of reyenue shall 
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aake this determination subject to the appeals procedure. 

ihen 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 aay be income-producing, 

separate listing and taxing of this additional land is 

reguired. An agent of the departaent of revenue shall aake 

the determination subject to the appeals procedure. All tara 

or ranch hoaes and the land on which they sit shall be 

assessed as coaparable city lots and residences, and this 

value shall be subtracted froa the assessed value of the 

tara or ranch. Habitable property does not aean aobile 

hoaes used for recreational purposes or stock in trade of a 

distributor or dealer. 

(2) (a) "Total personal incoae• aeans 

whatever source, including but not limited to 

income froa 

coapensation 

for services, income deiived froa dealings in property, 

incoae derived froa business, interest, rent, royalties, 

dividends, alimony and separate aaintenance payaents, 

annuities, incoae froa lite insurance and endowment 

contracts, pensions, social security payaents, railroad 

r~tirement, income from discharge of indebtedness, 

partnership income, incoae in respect of a decedent, incoae 

froa an interest in an estate or trust, and income otherwise 

classified as "capital gains• tor federal inccae tax 

purposes. Reference aay be made to the federal internal 
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revenue code for the determination of the scope of the 

foregoing teras. 

(b) ln determining "total personal income" no 

d~duction may be allowed for: 

(i) depreciation of any habitable property; 

(ii) costs of maintenance, repair, or upkeep of any 

habitable property; 

(iii) payment of one-half of real property taxes paid 

on any habitable property located within the state of 

~ontana; 

(iv) federal or state income taxes paid on income 

earned or accrued in ~ontana; 

{v) gasoline taxes or sales taxes for items of 

personal use; 

(vi) any other itea unless listed in subsection (2) (c) 

of this section. 

(c) In determining n tota 1 personal incOJae". deduction 

shall be allowed for: 

(i) alimony payments by the payer; 

(ii) extraordinary medical expenses on the same basis 

as in the f~deral or state income tax returns; 

(iii) actual costs of conducting a business or 

profession, not expressly disallowed 

(b) of this section provided such 

under subsection (2) 

incurred and are payable (even 
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ta~payer•s taxable year. 

(3) "Governaental unit" 

LC 0157/01 

aeans school districts, 

incorporated cities and towns, counties, and state. 

(q) •Depart•ent" aeans the departaent of revenue, 

statd of Montana. 

that 

(5) "!ill-equivalent• aeans that 

total personal incoae will be 

fraction of a •ill 

aultiplied by to 

deteraine the replaceaent tax at the saae tiae a aill is 

assessed against taxable valuation. !his fraction will be 

deterained by the departaent. 

Section 4. Duties of the departaeut. ~he departaent 

shall: 

( 1) in order to adainister the 

aore professionally and replaceaent act 

confidentiality, 

systea; 

establish a ce11tralized, 

property t~ 

to guarantee 

coaputerized 

(2) provide foras and instructions to the county 

treasurers; 

(3) interpret this act tor county officials to secure 

uniforaity of application and act as arbiter between 

counties; 

(4) hear appeals taken froa decisions of county 

officials regarding legal residence, taxillg districts, and 

taxpayers• complaints. Decisions aay 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 listing of all 

habitable property. In all structures used or designed 

partially for buaan habitation and partially for pther uses, 

the appraisers sha~l aake the proper division and aake tvo 

assessments. Although hotels, rooaing honses, and aotels 

serving transient or nonperaanent tenants are not inc~uded, 

the appraisers shall deteraine if portions of these 

establishaents are used by a faaily or head of household for 

long-tera occupancy; and if they so deteraine they sba11 

also deteraine the proper diyision and aake tvo assessaaats. 

(6) in 1978 and thereafter prepace property tax 

stateaents for habitable property and process thea 

separately froa other tax stateaents, except as applies to 

special taxing districts as explain~d in (section 13 (3) ]. 

Then in each governaental unit the departaent shall 

determine the ratio which the total taxable Talue of the 

habitable property against which aillage is not assessed 

bears to the grand total taxable value in the respective 

governaental units. The ratios so arrived at shall be used 

to deteraine the dollar aaounts of the approved budqets of 

the respective governaental units ~hich are to be replaced 

by the property replaceaent tax. 

(7) no later than August 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 

pertinent data; 

(8) provide the formula which local officials will use 

in calculating the millage to be applied to ta~able 

valuations and the ai1l-equivalents to be applied to total 

personal incoae to deteraine the replaceaent ta~ to aeet the 

budgets; 

(9) after the first year of this law's operation, if 

in its judgment sufficient data is not yet available to 

proceed- to the final iapleaentation of the law or if 

unanticipated probleas have arisen, direct a second year of 

operation according to the provisions for the first year's 

operation. If this decision is aade, the department •aJ also 

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

of this section. 

Section 5. Duties of county officials. {1) The county 

assessor shall aail 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 vho may not be on the list 

to receive a state incoae tax fora froa the depart•ent of 

revenue a ~rief fora which he shall also have availahle in 

his office for the general public, together with printed 

instructions and a strong, opaque return envelope addressed 

to the proper section of the department in Helena. The 

departaent shall also enclose this fora with the state 
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income tax fora. On this fora the ta~payer shall prov1de 

naae, address, social security nnabers of hiaself and 

spouse, school district, city or town, and total p2rsonal 

incoae. He shall also indicate in the space provided for 

that purpcse whether or not his lncoae vas subject to 

withholding for the previous ta~able year. The total 

personal incoae shall he iteaized according to the 

categories listed in section 3 (2). Failure to receive the 

necessary form by aail does not e~cnse an individual froa 

securing a form and aaking a report. The foras and 

instructions shall e~plain that the total personal income 

regnires the inclusion of several iteas not included in 

federal or state returns, and every resident with a yearly 

income in excess of $600 aust file a return. The reports 

shall be coapleted and mailed to the departaent no later 

than April 15 of each year. As these reports are received by 

the departaent it shall sort and record the total personal 

income of the ta~payer in each governmental unit in which 

the taxpayer is a resident. 

(2) On the second Monday of July, 1979, unless 

postponed for 1 year by the department, and each year 

thereafter, the county comaissioners, with the advice of the 

department, shall furnish to all officials vho set aillages 

the official estimates of the total personal income for each 

governaental unit. To arrive at these estimates the 
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co .. issiouers shall take into account the total personal 

incoae of the previous year as well as any other inforaation 

or studies which are available. 

(3) The county tax appeal board shall bear and 

deteraine 

questions 

taxpayers. 

board. 

questions as to 

between taxing 

Appeals aay be 

legal residence of taxpayers, 

districts, and coaplaints of 

taken to the state tax appeal 

(4) After the first year of operation those officials 

who set aill levies shall apply the aill-eguiYalent ahick 

has been established by the departaent for all aillages 

deterained by lav to the official estiaates of total 

personal incoae provided by the county coaaissio~ers. lo 

aeet a11 legally deterained budgets they shall calculate the 

aillages to be assessed against all taxable valuations of 

the governaental units and the aill-equivalents which will 

be applied against all the total personal incoae of the 

governaental units. The foraula for this will have been 

provided. However, when the total personal income toras are 

received by the departaent in April, 1980, and thereafter, 

the departaent shall as proaptly as possible notify the 

county treasurers as to the total personal incoae of the 

county and of each taxing jurisdiction therein, and the 

county treasurer shall proaptly furnish to all officials who 

set aill levies the corrected total personal incoae for each 
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governaental unit. The aill-eguivalents which were 

previously calculated on the basis of the official estiaates 

shall nov be corrected to provide the ezact anticipated 

revenue. It is these corrected •ill-equivalents which shall 

be forwarded to the departaent and applied to each person's 

total personal incoae. 

section 6. iitbholding. (1) In order to insure 

collection in the aanner and to the extent p~ovided by this 

act, each eaployer (as defined in 84-4942) aaking payaent of 

wages (as defined in 84-4942) shall deduct and withhold 

beginning January 1, 1978, upon such wages 1S thereof, and 

after full iapleaentatiou, 21 thereof. 

(2) Each eaployer shall be liable for the aaounts 

required to be deducted and withheld and such aaounts 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 aonths of April, 

July, October, aod January of each calendar year beginning 

January 1, 1978, each eaployer subject to the provisions of 

this section shall file a return in such fora and containing 

such inforaation as required by the department and shall pay 

therewith the aaount required by this section to be deducted 

and withheld by the eaployer froa the vages paid during the 

preceding quarterly period of 3 aontbs. Bovever, when the 

total aaount of tax withheld on account of all ea~oyees is 

-10-
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1ess than $10 in each quarterly Feriod of any year, o~e 

yearly report sha11 be filed and aaounts withheld paid 

therewith on 

ther~after. 

(4) AH 

or before February 

aaounts deducted and 

15, 1979, and each year 

11ithheld sba11 be 

considered as a tax collected, and no eaploree has any right 

ot action against any eaployer to any aoney deducted and 

withheld froa his wages and paid to the state of ftontana in 

coap1iance with this section. 

(5) Each eaployer shall, prior to February 15 in each 

year, beginning in 1979, furnish to each eaployee a written 

stateaent sho•ing the total wages paid by the eaployer to 

the eaployee during the preceding calendar year, the aaount 

ot the federal incoae tax withheld, the aaount of state 

incoae tax withheld, and the tax 11ithheld under the 

provisions of this act. The statement shall contain such 

additional inforaation and he in such fora as the departaent 

prescribes, and a duplicate thereof shall he filed by the 

employee vith his report to the departaent. 

(6) Each eaployer shall file with the departaent on or 

before February 15 each year a stateaent in such fora and 

containing such inroraation as the department requires, 

including the total vages paid to each employee during the 

preceding calendar year or any part thereof, and shoving 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 provisions ot this section. 

(7) Each employer who deducts and withholds ally 

amounts under this section shall hold the saae in trust for 

the state of ~ontana and if any tax imposed by this act or 

any portion thereof is not paid within 6G days after the 

saae becomes due, the departmeDt shall issue a warrant under 

its official seal which shall have the saae force and effect 

and shall be enforced and carried into execution in the saae 

aanner as that specified in 84-4928 with respect to warrants 

relating to unpaid incoae taxes. 

(8) If an eaployer fails to pay over to the ~ate t•e 

tax deducted and withheld or fails to furnish any stateaent 

provided for, additions to the amount of such tax shall he 

imposed and added as those specified in 84-492q with respect 

to failure to sake a return of income or to pay any incoae 

tax; and an ind~vidual, corporation, or partnership or any 

officer or employee thereof who, with the intent to evade 

any tax or any requirement of this act or with the intent tc 

evade tax, files or supplies any false or fraudulent 

statement or information, is liable to the same penalties as 

those i.111p::>sed by 84-ij 924 witi> respect to filing or supplying 

fals2 statements or information with respect to incoae 

taxes. 

-12-
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(9) Each taxpayer subject to withholding under this 

section shall use throughout the reaainder of the calendar 

year his doaicile as of his first eaployaent of that year, 

and he shall file the report required by [section 5 (1)] to 

tne credit of that county regardless of whether or not his 

doaicile is changed during the year. Each taxpayer subject 

to withholding shall provide each of his eaployers with the 

address to be used on the withholding foras. If a later 

aailing address of the eaployee is different froa that used 

for Mithholding. the i2 fora provided to the eaployee sha~ 

be sent to this later aailing address. Mo taxpayer aay pay a 

property tax replaceaent tax based on his total personal 

incoae to aore than one county during any one taxable year. 

Should a taxpayer change his doaicile. he shall notify all 

his eaployers and the county treasurers concerned of his new 

residence. and such change shall becoae effective as of 

January 1 of the following year. 

(10) The departaent aay adopt rules for carrying out 

the provisions of this act and the enforceaent thereof. All 

of the reaedies available to the state of Bontana for the 

adainistration. enforceaent. and collection of inco•e taxes 

shall be available and shall apply to the tax required to be 

deducted and withheld under the provisions of this section. 

Section 7. Nature of fund-- disburseaent to counties. 

(1) Aaounts collected by the departaent under the provisions 
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of this act are county funds and shall be held in trust for 

the coGnties 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 aost favorable rate of 

interest consistent with approwed practices. 

(2) In Bay of 1979. and periodica~ly thereafter. the 

revenue collected for each county by withholding sha~ be 

forvarded to that county by the departaent. The departaent 

shall also notify the county treasurer as to the aaonnt o£ 

the revenue to be credited to each ~owernaental unit. 

Section B. Introductory period. In the year beginning 

January 1. 1978. property vi11 be assessed and levies 

applied and tax bills sent as in prewions years except as 

noted in [section 4 (6) }. However. only the first half 

payment. except as applies to special taxing districts as 

explained in [section 13 (3) ]. will be collected on 

habitable property. The second half payaent will be replaced 

by the property replaceaent tax in the following aanner: 

(1) As the reports received by the department are 

sorted. the total p~rsonal incoae of the resideats of each 

governaental unit shall be deterained. For each of the 

governaental units the total of the rewenne to be 

shall be divided by the total personal incoae 

replaced 

of the 

residents of that governaental unit. The quotient so arrived 

at shall be the rate to be used against each taxpayer's 

-14-
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total personal incoae to produce the replaceaent revenue for 

that unit. 

{2) Each taipayer•s total personal income shall then 

be aultiplied by the total of the rates for the units for 

which he is liable and he sha11 receive his tai statement by 

mail in a strong, opaque, sealed envelope, together with 

such an eiplanation of the method by which it was deterained 

as to enable hi• to check its accuracy. The stateaent shall 

be aailed on or before June 20, 1979, and each year 

thereafter. For each ta~payer vho subaitted a withholding 

state•ent, the aaonnt withheld shall be subtracted froa his 

ta~ liability, and in the event the amount withheld eiceeds 

the t~ liability of the ta~payer, the balance, if $1 or 

aore, shall be refunded. The ta~payer shall pay the aaonnt 

due on or before July 5, 1979, and on or before July 5 each 

year thereafter. If the ta~ due is less than ~1 it shall be 

forgiven. 

(J) All the above transactions shall be handled by the 

department, and all county funds, interest, and penalties 

collected by the departaent shall be periodically forwarded 

to the counties for distribution to the taiinq 

jurisdictions. 

Section 9. Penalty. All replacement taies which are 

due but not paid when due each year shall be delinquent 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 delinquent taies. Action aay 

be brought by the county attorney at any time at the request 

of the county treasurer in the name of the state to recover 

the amount of any ta~es. penalties. and interest due. When a 

taipayer becoaes delinquent, the confidentiality which the 

departaent is required by lav to aaintain does not apply 

after the matter is placed in the hands of the county 

attorney. Judgaents secured under this section shall have 

priori~y over all other judqaents. 

section 11. Ta~payers not sobject to withholding. On 

or before September 30 after full iaple•entation of this act 

and each year thereafter, each ta~payer vho aust file a 

report and vho is not subject to withholding shall pay to 

the department, as an advance partial payment of his 

replacement tax. 2% of his total personal income for the 

first b months of that year. A person entering or leaving 

the state on a permanent basis within this period shall pay 

on that fOrtion of his total personal income which be earned 

or received while a resident of Montana. This one-half year 

payment shall be credited to the person making it and shall 

be subtracted fro• the amount the taipayer aves for the 

entire year when his next tax statement is presented 

following the reports du6 each April 15. When the total 

personal income reports are received, the corrected 
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aill-equiYaleats vaich have bee~ set sha1l be applied 

against each taxpayer's total personal incoae. The 

replaceaent tax payaent preYiously rece~wed for the first 

half year shall be subtracted troa his total ta~ and a 

stateaeat sent to hia tor the reaainder. ~ith this stateaent 

shall be a siaple explanation of how the figures were 

arriYed at. These stateaents shall be aailed on ox before 

!ay 15 of each year. and the taxpayer shall pay the aaount 

due on or before Ju~e 10 of each year. 

Section 12. Honresidents. l no~resident for purposes 

of th~s act is a person who is not doa~cilad iD !Ontana for 

at least 6 aonths of the calendar year preceding the lpril 

15 reporting date and who does not report at least one-half 

of his incoae to !ontana for iDcoae tax purposes. whether or 

not one-half of the incoae vas ear~ed in !onta~. Habitable 

property occupied either regularly or part-tiae by 

nonresidents of !ontana. whether self-owned or rented. shall 

continue to be assessed and taxed as nonhabitable property. 

Bo~eyar. landlords of ault~ple housing and operators of 

aobile hoae courts shall. begiDDing Jgly 1. 1978. require 

each tenant to fill out ia duplicate and siga a short fora 

stating that he is or is not a resident of loutana as 

deterained by the aho•e definition. The landlord shall then 

add 101 to the rent ot nonresident tenants. This is d 

nonresident property replaceaent taz which shall be 
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' 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

~q 

25 

' 
LC 0151/01 

transaitted quarterly to the county treasurer. This aoney 

shall be deposited to the credit of the county general fund 

and ased to reduce the aill leyy the following year. The 

landlord shall also transait to the county treasurer one 

copy of each tenant fora. both resident and aonresident. and 

shall retain the duplicate for his files. 

Section 13. Applicability to ezisting lav. (1) lathing 

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 or 

to•ns, counties. and the state. 

(2t This act conteaplates no caanqe in the aaaner in 

which special iaproyeaent districts• assessaents are 

handlea. Such payaents aay be billed and collected with the 

first half of the regular taxes or independently. 

(3) This act conteaplates no change ~n the aanner of 

collection of tazes on special ta~ing districts. except that 

such ta~es aay be collected in loYeaber instead of 

collecting only one-half at that tiae. 

(4) Notvit~standing any of the proYisions of this act. 

all general obligation bonds nov outstanding or which aay be 

issued in the future will continue to be an obligation of 

all property pledged to their redeaption because the 

replacen&nt taz here~n author~zed shall be considereD as an 

alternatiYe method of tax assessaent and collection on 

-1~ 
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habitable property. 

2 (5) Whenever this act refers to another section of the 

3 laws of ~ontana, it refers to that law as presently and 

4 

5 

subsequently amended. 

Section 14. Divulging inforaation unlawful 

6 exceptions -- penalties. Except as provided in 8~4931 and 

7 in [section 10 of this act], it is unlawful for any person 

8 to divulge any information contained in reports filed by 

9 taxpayers under the teras of this act. A violation of this 

10 provision is punishable by a fine not exceeding $1,000 or 

11 imprisonment in the county jail not exceeding 1 year, or 

12 both, and if such offender be an officer or employee of the 

13 state or county, he shall be dismissed from office and be 

14 ineligible to hold any public office in this state for 

15 year thereafter. 

16 Section 15. Severability. It is the intent of the 

17 legislature that if a part of this act is invalid all valid 

18 parts that are severable therefrom remain in effect. If a 

1Y part of this act is invalid in one or more of its 

2U applications, that part remains in effect in all valid 

21 applications severable froa the invalid applications. 

-End-

-19-
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STATE OF MONTANA 
REQUEST NO. _3;:o_-_;_7..;...7 __ 

FISCAL NOTE 

Form BD-15 ..,; 

~~--------------------------------------------------------------------------------------
In compliance with a written request :·~:~~;;ived January 1 19 __ 7_7. there is hereby submitted a Fiscal Note 

for House Bill 3 pursuant to Chapter 53, Laws of Montana, 1965 • Thirty-N!nth 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. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act providing for a replacement tax for the propeny tax on habitable propeny and providing for calculating and collecting the replacement tax, 

ASSUMPTIONS: 

1. The proposed legislation will replac9 I.:Jcal property taxes (for countY, city, and school purposes) with funds from a local income tax on 
a dollar for dollar basis. 

2. The process of appraising all raul 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 reliRbll• computerized system for processing repons of total personal income can be designed. 

b) A reliable cc-mputerized ,Ystem for processing repons of estimated "Replacement Tax" can be designed. 
cl A relillbie computerized system for processing reporti of "Replacement Tax·~ withheld can be designed. 
d) A reliabia computerized system for generating "Replacement Tax" biil• can be designed. 

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

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

FISCAL IMPACT: if. . '>l&Jt!J, tOb 
Total state expenditures would be increased by $M!,I'!o = $S48,1tle in FY 78 and by $549,400 in FY 79 as follows: 

FY 78 FY 79 

Create and maintain habitable p.·operty listing 
Automated system develooment cost 
System operating cost 
Additional operating costs 

TOTAL ESTIMATED INCREASED COST 

LOCAL IMPACT: 

'None. 

LONG RANGE EFFECT: 

$300,000 
150,000 
350,000 

99,100 

$899,100 

$ 50,000 
50,000 

350,000 
99;400 

$549,400 

Greater costs will be incurred in subsequent bi.~~nia when a comprehensive audit program· designed to enforce compliance is implemented. 
No estimate of the cost can be made at this tir<1e. 

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 Dapa11rr.ent. of Revenue will determine the "mill-equivalent". 
b) Section 4(7) also states that datPrmination of the "mill..equivelent" is a dtitV of the Depanment of Revenue. 
c) Section 4(81 states that the Depanment of Revenue will provide a formula which "local officials will use in calculating •.. the 

mill-equivelents to be aPPlied to total personal income". 
d) Section 5(41 states that "they sl'oall calculate . . . the mill-equivalents". The antecedent of "they" is apparently "the county com· 

missioners" who appear in the preceding sentence. Later in this section the "mill-equivalents" are. required to be forwarded to the 
Depanment. 

e) Section 8(1 I requires the Department of Revenue to calculate a "rate to be used against each taxpayer's total personal Income". 

(continued on page 2) 

te.:J- -» .;L. #~d t " 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: --..~' .:;:-~IJ.1.::;_._1.c.......::7 ___ _ ..J 
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FISCAL NOTE (Continued) 
REQUEST NO. 3-77 

TECHNICAL NOTES: (continued) 

The treetment of nonmidents found in Section 12 may be discriminatory since the base for their tell( would be monthly rent paid whHe the 
bese for r111dents is total PertOnal income. In eddition the tal( rete for nonresidents Is fixed at 10% of monthly rent while the tax rate for 
residents may vary depending on the needs of local government and the PertOnal Income ln. ef!Ch jurisdiction. 

~ to section 8(21 all tax statements prepared by the Department are to be mailed or, or bllfore 20 June with payment due on or 
before 5 July, Howevar, section 11 calls for the tax statements for tho .. who.. incomes are not subject to withholding to be mailed on 
or before 16 May with payment due on or before 10 June. There seems to be a disparity r.otanly as to the date when statements ere 
to be sent but also in regard to_ the length of the period between the time of billing and the tirne payment Ia due. 



STATE OF MONTANA 

FISCAL NOTE 
REQUEST NO. 3-77 

REVISED 
....,; 

Form RD-15 

In (·onl''''·~rlC•' Wl"th ., wrl'tterl reClU"',t ro .. ,,·v···d March 29 19 77 th . h b b.. F' 
• ,, n ~ " "· q ... ~ --~------ --·-·------··-' . ·---. ere IS ere y su mltted a ISCal Note 

for -Ho.u~.Bil.LL_ ________ pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

Background information usod in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 
of the LegisiJture 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 ~definition is clearly ~ limited. However, ~cost 
of administering this program is directly related to the number of taxpayers and the 
sophistication of procedures which will be required and, thus, has nothing to do with 
the tax hase. 

1. The proposed legislation will replace local property taxes (for state, county, ~ 
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 pe.r:-sonal 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 designt:.!d. 

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 paqe 2) ~J-A~~ 
BUDGET DIRECTOR t?'" v ~ 
Office of Budget and Program Planning -...J 
Date: --~::_1 ,... ?...l ____ _ 
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FISCAL IMPACT 

Total state expenditures would be increased by $8')9,100 in FY 78 and by $549,400 in 

FY 79 as follows: 

create and maintain habitable property listinq 
Automated system development cost 
System operating cost 
Additional operating costs 
TOTAL ES'riMATED INCREASt:D COST 

FY 7B 

$300,000 
150,000 
350,000 

--~_J.OO 
$8')9,100 

FY 79 

$ 50,000 
50,000 

350,000 
99,40U 

-~4.2..t.~ 0 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 implemer;ted. No t.:stimate of the cost can be made at 
this time. 

TECHNICAL NOTES 

l) It was pointed out in the original fiscal note on this biJl that there apparently 
is some confusion over who is to caJ culat.e tl"Je locul incon-·e tax rates. A careful 
reading reveals that the amendment:; have n<.'.!:_ cure·•] Hd ~; probh!m. The following 
section~; deal with the not.ion of "rnill-equivalcr.t~>"; in particular ,;ection 5(4) 
is not at all clear. 

Section 3 (5) Department determin•.:>s the "mill-c·qu.i valent" 

Section 4(7) Department rlct.er·min<~~ "mil.l-r~quival•:nt" 

Section 4 (8) Department will "provide a formula which local official:..; will use jn 
calculating ... the mill-equivalents to be applied to total r;ersonal iJ>:_ome". 

(Continued on page 3) BUDGET DIRE:CTOR 

O!fiu~ of Budqct and Progr<•lll Planning 

D a lc: .. -·-· ···-- _ ·-- ··---- ... _ .... 
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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 (1) 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) In 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 governmental units are to be credited with the replacement tax 
of those who ar·e 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 paqe 4) 

BUDGET DIRECTOR 

Office of Budget and Program Planning """-" 

Date: --------------------



STATE OF MONTANA 

FISCAL NOTE 

REQUEST NO. _,3::....-...:..7_:_7 __ 

REVISED 

Form BD-15' 

In compliance with a written request re.;aived l-iarch 29 19 11._ , there is hereby submitted a Fiscal Note 

for House Bill 3 pursuant to Chapter 53, Laws of Montana, 1965 · Thlrty-N!nth 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. 

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 :i.s 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 that which is to be subject to property tax. 

' I 

PREPARED BY DEPARTMENT OF REVENUE 

-------------
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ---------
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Approved by Corrunittee 
on Taxation 

Hat.ISE Bill HOo 3 

lNTkOOUCED BY DUSSAUlTo Wo BAETHo BAROANOUVEo BRADlEYo 

BR~NDo COONEY, COURTNEYt ElliS, ESTENSONo EUOAILY, FRATES, 

bllLIGANt GOULOo Eo GUNDERSON, HANSENt HUENNEKENSo 

HARRINGTONo HOLMES, KANOUCHo KENNY, KIMBLEo MENAHANt 

MElCAlFo O•CONNELLo PALMERo ROBBINSo SHELDENo HARPERo 

SIAIGMILLERo SCULLY, VINCENT, WALDRONo J. GUNDERSON, 

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR A 

REPLACEMENT TAX FOR THE PROPERTY TAX NOW LEVIED ON HABITABLE 

PROPERTY ANO PROVIDING A METHOD FOR CALCULATING AND 

COLLECTING THE REPLACEMENT TAXi DEFINING HABITABLE PROPERTY 

AND PROVIDING FOR ITS SEPARATE LISTING; AND PROVIDING FOR 

WITHHOLDING.• 

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

Section 1. Sho~t title. This act •ay be cited as the 

•Prop~rty Tax Replace.ent Act•. 

Section z. Declaration of pu~pose. The pu~pose of this 

act is to p~ovide an alternative methOd of assessing and 

collecting p~ope~ty taxes on housing. Basic to this act is 

the p~esu•ption that all persons use housing and that all 

should the~efore pay taxes thereon in acco~dance with their 

ability. To accomplish this, the ~eplacement ta><• although 

not "'' oncome tax, wi 11 depend upon each oerson•o; tot <'II 
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~~rsonal income as do •ci~cuit breaker• laws but, calculated 

in a p~oportional manner, will va~v accordinP, to taxinq 

juris•lictions and revenue needs. Since all now vote on bond 

issues, this act requi~es all to participate in thei~ 

retirement. It will encourage more and better housinq and 

will often prevent pe~sons fro• losing their homes due to 

inability to pay high prope~ty taxes. 

Section 3. Definitions. For the purpose of this act 

the following definitions apply: 

{1) {a)_NHabitable property• means all urban and ru~al 

buildinaso houses, dwellin9so duplexes, apartments, ~est 

homes, or nobile howes used or intended for ~an habitation 

as do~iciles and such supplementa~y buildinqs as a garage or 

s•all sto~a9e building normally associated with a residence 

and not income-p~oducino. Every person is presumed to have a 

domicile but each head of household shall be entitled to 

only 3ne unit aualifyinq as habitable property in any yea~, 

and all other buildings he may occupy will not be considered 

habitable oronerty for pu~poses of this act. This does not 

preclude the ownership of rental o~ other habitable p~operty 

in wnich othe~ pe~sons are domiciled. I~_QUALlEY___Ai 

t!AUI~Lf-U!lft..tU.lL- THE UNIT MUST BE THLPkiMABX RElli2EliU 

J.lF IJ:i:;_lA~!lE.Ji.~__fiUB.fAIIONAl PROPERlY THAT lS __HQI_IJ:If 

fHMti1 __ tihUUKL. !JL_..l!fr __ Qll1JEAJ:il_llllf~-~L .. ~UAI..lELA~ 

tiA.'J.llWU...£llJ.lli!UU 
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(b) Habitable pronerty also •eans the land occupied by 

the building not exceeding a typical town or city lot in 

area for duplexes or single family dwellings and for 

•ultiple fa•ily buildings not exceeding that normally used 

for such construction• considering the number of units and 

type ~f construction. Somewhat larger lots may be allowed 

proviJinq such yards complement the building. are not 

incona-oroducin~· and do not lend themselves to separation 

and development. An agent of the depart~nt of revenue shall 

•ake this deter•ination subject to the appeals procedure. 

When habitable property is located on units of land larger 

than indicated above and on which additional develop8ent aay 

be expected in the future or which may be inca.e-producingo 

separate listing and taxing of this additional land is 

required. An agent of the depart~nt of revenue shall .ake 

the deter•ination subject to the appeals procedure. All farm 

or ra~ch homes and the land on which they sit shall be 

assessed as comparabl~ city lots and residences. 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 dealer. 

t~t--tet-·~obs+--pe~~-+nee.eM--.p~,--+fte~-T~ 

wft&~ev~~-~c~ee~-+fte+~n~b~-ft&t-++~~~d-~e--e~~e~en 

Tc~--~~~•+ee~y--+nec.e--der+v~--~~.--dea++n~-+n-~~&per~• 
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+~eem~-der+ved-~~--b~+ne~~.--~er~~~y--ren~.--~aya+t+~• 

d+v+dend~.---a++MDny---end--~~ere~e--me+~anee--~ymen~. 

eftftu~+es.--+neo.e--+~m--+++e---+nsu~nee---end---endc-.en~ 

een~~ee~s.--~e~ftsy--~ee+e+--~eu~~y--~eyme~~.--ra+~d 

r~~+~~~---+ftee.e---~om---d~h&rqe---o~---+neebt~~. 

~-~ne~s+l+~--+neCMe.-+ne--+n-~eet:-~-e-dee~-ty-+fteome 

~rca-eft-+nt~es~-+n-en-este~e-o~t~~-eftd-+neeme-e-therw~~ 
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Mentafte~ 

t+vt-+ed~e+--er--ste~e--+neome-~awes--~e+d--on-+~e 
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t~t--+~-d~~~M+~+~~-·~e~-~er~ne+-+ne~y-dedHe~+e" 

s~++-be-e++ewed-+er• 

t+t--e++.oftY-peymeft~s-by-~ne-peyert 

t++t-~~treere+~ry-med~e+-ewp~ses-eft-~~e--~me--bes+s 

es-~-~he-~edere+-er-~~e-+neeee-te~-re~~"st 

t+++t-er~ue+---ee~s---8+---eeftd~et+nq--e--bus+ness--or 

pretess+efty-n~-e~pre~+y-d+~+ew~--uftd~--~bsee~en--~t 

tbt--e~--~+s--~+e~-prev+ded--s~h--ees~s--ere--~ue++y 

+neurret!l--d--e--pit'f1tb+e--te¥eft-#--~~--pe+<ft--.ltw+ft<J-~e 

texpeyer&s-~e~b+e-yesr. 

U.L-iA.LI.DlA,L_PE!I.SONAL INC.QME MEAN$ _AQJ..I.Ill..ED GROSS 

nl:.OI!.Lll DEfiNED IN 14-.-tl!l.i.e. 

(3) •Gove~n~ental unit• .eans school di st~ i ctso 

inco~pQrated cities and towns, counties, and state. 

(4) "Department• neans the departnent of revenue, 

state of Montana. 

(5) •Hill-equivalent" means that fraction of a mill 

that total personal income will be multiplied by to 

deterTiine the ~eplacement ta~ at the same time a mill is 

assesseJ aqainst taxable valuation. This fraction will be 

dete~nined by the department. 

Section 4• Duties of th~ department. The department 

shall: 

( l) in o~der to administer the prooP.rty ta~ 

replace,11ent act 111ore professionally and to auarantee-
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a centralized, computerized 

(2) p~ovide forms and instructions to the county 

treasurersi 

(3) interPret this act for county officials to secu~e 

uniformity of aoolication and act as arbiter between 

counties; 

(<t) hear appeals taken from decisions of county 

officials regarding legal ~esidence, taxing districts, and 

taxpayers• c~plaints. Decisions .ay be further appealed to 

the county tax appeal board and to the state tax appeal 

board. 

(5) establish and maintain a separate listing of all 

habitable prope~ty. In all st~uctures used or designed 

parti~lly for human habitation and partially for other uses, 

the appraisers shall make the proper division and make two 

assessments. Although hotels, roominq houses, and motels 

serving transient or nonpermanent tenants are not included, 

the aporaisers shall determine if portions of these 

establishments are used by a family or head of household for 

lonq-term occupancy; ~nd if they so determine they shall 

also determine the proper division and make two assessments. 

(b) in 1978 and th~~eafter pre~are orooe~ty ta~ 

state-.,ents for habitable property and process the~ 

S'O!par•c:..,l y froll' otho>r ta~ st'lte~~~entso except as applies to 
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SC>E'C i al taxing 1ist~icts as explained in [sP.ction 13 {31 1• 

lnen in each qove~nmental unit the department shall 

dete~nine the ratio which the total taxable value of the 

habit3ble p~operty against which millage is not assessed 

bea~s to the grand total taxable valu~ in the r~spective 

governmental units. The ratios so arrived at shall be used 

to determine the dollar amounts of the approved budgets of 

the respective govern.enta1 units which are to be replaced 

oy the property replace~nt tax. 

(7) no later than August lo 1979, determine the 

aill-equivalent which shall be deterained by analyzing the 

total personal inco.e reported in April, 1979, and other 

pertinent data; 

(8) provide the for.ula which local officials will use 

in calculating the aillaae 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 operation, if 

in its judgment sufficient data is not yet available to 

procea<, to the final imple~>ente~tion of the law or if 

unanticipated probleiiiS t•ave arisen, direct a second year of 

operat.ion according to the provisions for the first year's 

oneration. If this decision is made, the denart.ment ~ay also 

delay for 1 year the reouirement of subsections (71 and (6) 
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of t.his section. 

Section 5. Duties of county officials. (11 The county 

assessor shall mail on or before ~ebruary 20, 1979o and each 

year thereafter to every person in the county required to 

file a return UAder this act and who may not be on the list 

to receive a state income tax fora f~om the department of 

revenue a brief form which he shall also have available in 

his office for the Qeneral publico together with printed 

instructions and a stronQ• opaque return envelope addressed 

to the proper section of the department in Helena. The 

department shall also enclose this form with the state 

inco•e tax form. On this form the taxpayer shall provide 

name, address, social security numbers of himself and 

spous~. school district, city or towno and total personal 

incoee. He sh3ll also indicate in the space provided for 

that purpose whether or not his incoae was subject to 

withh~l~ing for the pr~vious taxable year. ~e---t~+ 

perso~+---~fteeme---sftel+---be--~~~--aee~d+n~--~--~e 

eet~er~s-++sted-+ft-see~~~-3-~t• Failure to receive the 

necessJry form by mail does not excuse an individual from 

securin1 a form and makinQ a report. +he--+o~s---~d 

+~~~t+Ofts--sfte++--e~e+e+ft--that-~-~eto+~e~e+-+fteeme 

reqtt+res-~he-+fte+Hs+o~-8+--seyere+--+~ems--ftot--?fte+ttded--+n 

+~er~--or-s~~etttr~sy-8ftd-e¥ery-res+deftt ~&Y_l&XfAYEB 

with a yearly income in excess of $600 must file a return. 
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The reports shall be co~pleted and •ailed to the department 

no later than April 15 of each year. As these reports are 

received by the department it ~hall sort and record the 

tatal oersonal income of the taxpayer in each govern~ental 

unit in which the taxpayer is a resident • 

(2) On the second Monday of Julyo 1919. unless 

postpaned for 1 year by the department, and each year 

there3fter, the county co~issionerso with the advice of the 

~epart~ento shall furnish to all officials who set millages 

the official estimates of the total personal 

governmental unit. To arrive at these 

inc-e for each 

esti111ates the 

com•issioners shall take into account the total personal 

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 taxoayerso 

questions between taxing districts, and complaints of 

taxpayers. Appeals may be taken to the state tax appeal 

board. 

(4) 

who ~e~ 

After the first year of operation those 

~AlE Mill levies shall 

officials 

apply the 

mill-equivalent which has been established by the department 

for all millages determir.ed by law to the official ~stimates 

of total personal inco.e provided by the county 

comni<sioners. To meet all legally determined budgets ~he~ 
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~tif_&~fD~l»LE-DEE~IALS shall calculate the millaqes to be 

assessed against all taxable valuations of the governmental 

units and the mill-equivalents which will be applied aqainst 

all the total personal income of the govern.ental units. 

The forAula for this will have been provided. However, when 

the total personal incoae forms are received by the 

depart~ent in Aprilo 1960, and thereafter, the department 

shall as pra.pt1y as possible notify the county treasurers 

as to the total personal income of the county and of each 

taxing jurisdiction therein, and the county treasurer shall 

pro•ptly furnish to all officials who ~ CALCULATE mill 

levies the corrected total personal inc~ for each 

governmental unit. The •ill-equivalents which were 

previously calculated on the basis of the official esti•ates 

shall now be corrected to provi.de the exact anticipated 

reven~e. It is these corrected mill-equivalents which shall 

be f~rward~d to the depart~~~ent and applied to each person•s 

total personal income. 

Section 6. Withholding. (1) In order to insure-

collection in the ~anner and to the extent provided by this 

act 9 each employer (as defined in 84-4942) making pay&P.nt of 

wag2s (as defined in 64-'t942) shall deduct and withhold 

beginni~g January lo 1978• upon such waoes l% thereof, and 

after full implementation, 2% thereof. 

(2) Each employer shall be liable for tne amounts 
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required to be deducted and withheld and such amounts shall 

be considered as a tax; with respect thereto the e~ployee 

(as defined in B'o-4941) shall be considered a taxoayer. 

(3) On or before the last day of the months of Aprilo 

July, uctober, and J~nuary of each calendar year beginnin~ 

January 1o 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 a•ount required by this section to be deducted 

and withheld by the e~ployer from the wages paid during the 

preceding quarterly period of 3 months. However, when the 

total a.ount of tax withheld on account of all employees is 

less than S10 in each quarterly period of any year, one 

yearly report shall be filed and a.aunts withheld paid 

therewith on 

thereafter. 

(4) All 

or before February 

amounts deducted and 

15, 1919, and each year 

withheld shall be 

considered as a tax collected, 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 ~ontana in 

compliance with this section. 

(5) Each employer shall, prior to February J5 in each 

year, beginning in 1979o furnish to each emnloyee a written 

state~ent showinq the total waqes paid by the employer to 

the euployee durinq the precedino calendar year, th~ amount 
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ot the federal inc01r.~ tax withheld, the <~mount of state 

incom<> t.ax ~o~ithheld, ~nd the tax ~o~ith~eld under the 

provi~ions of this act. The staten,ent shall contain such 

additional information and he in such form as the d~partment 

prescribes, and a duplicate thereof snall be filed by the 

eeployee with his report to the department. 

(6) Each emoloyer shall file with the department on or 

before February 15 each year a statement in such for~ and 

containing such infor~ation as the department requires, 

including the total wages paid to each employee during the 

preceding calendar year or any part thereof, and showing the 

total a.ount of the federal income tax deducted and 

withheld, the amount of state inco.e tax deducted and 

withheld, and the total amount of the tax deducted and 

withheld under the provisions of this section. 

(7) Each employer who deducts and withholds any 

aeounts 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 due9 the department shall issue " 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 

relatina to unpaid income taxes. 

(o) 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 for, additions to the amount of such tax shall be 

impose~ and added as those specified in 8~-~9l4 with respect 

to failure to make a return of income or to pay any income 

tax; and an individual, corporation, or partnership or any 

officer or employee thereof who, with the intent to evade 

any tax or any requirement of this act or with the intent to 

evade tax, files or supplies any false or fraudulent 

state~ent or inforaationo is liable to the same pen~lties as 

those iaposed by 8~-492~ with respect to filing or supplylnq 

false state•ents or inforeation with respect to income 

taxes. 

(9) Each taxpayer subject to withholding under this 

secti3n shall use throughout the re•ainder of the calendar 

year his do•iclle as of his first e•oloy.ant of that year, 

and he shall file the report required by [section 5 (l)] to 

the credit of that county regardless of whether or not his 

oomicile is changed during the year. Each taxpayer subject 

to withholding shall provide each of his employers with the 

address to be used on the withholding forms. If a I ater 

•ailinq address of the employee is different from that used 

for withholding, the W2 form provided to the employee shall 

be sent to this later mailin1 address. No taxpayer ~ay oay a 

prooerty tax replacement tax based on his total personal 

income to more than one county during any one taxable year. 

-13- HB 3 

l 

2 

3 

't 

5 

b 

1 

B 

9 

10 

11 

ll 

13 

H 

15 

1.1> 

11 

18 

1'1 

20 

Zl 

u 

l-> 

l4 

l'> 

HB 0003/02 

Should a taxpayer change his domicile, he shall notify all 

his e.nployers and the county treasurers concerned of his new 

residence, and such chanoe Shall become effective as of 

January 1 of the following year. 

(10} The depart•ent aav adopt rules for carrying out 

the provisions of this act and the enforcement thereof. All 

of th~ remedies available to the state ot Montana for the 

ad•inistration, enforcement, 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 1. Nature of fund -- disburse.ent to counties. 

(1) Aaounts collected by the departaent under the proYisions 

of this act are county funds and shall be held in trust for 

the counties of this 5tate. Such funds shall be deposited 

upon receipt to a separate account provided for that purpose 

and i~vested so as to obtain the most favorable rate of 

interest consistent with approved practices. 

(2} In May of 1979, and periodically thereafter, the 

revenue collected for each county by withholaina shall be 

forwarded to that county by the department. The department 

shall also notify the county treasurer as to the amount of 

tne r~venue to oe credited to each aoverneental unit. 

Section a. Introductory period. In the year beainnino 

January lo 1978o )Jroperty Hi 11 bt; assessed and levies 

appl i~a and tax bills sent as in previous v•ars exceot as 
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noted in [section 4 (o)]• However, only the first half 

pay~ento except as applies to special taxing districts as 

explained in [section 13 (3)}• will be collected on 

habitable property. The second half payment will be replaced 

by thP ~roperty replacement tax in the followinq manner: 

(11 As the reports received by the department are 

sorteo, the total personal income of the residents of each 

qover,m~ntal unit shall be determined. For each of the 

qover~mental units the total of the revenue to be 

shall be divided b~ the total personal incOMe 

replaced 

of the 

residents of that governaental 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 unit. 

(2) Each taxpayer's total personal inco.e shall then 

be •ultiplied 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 strong, opaque, sealed envelope, together with 

such an explanation of the method by which it was determined 

as to enable him to check its accuracy. The statement shall 

be ~ailed on or before June 20, l9l9o and each year 

there3fter. For each taxpayer who submitted a withholding 

stateaent, the amount withheld shall be subtracted from his 

tax liahil ity, and in the event the amount withheld exceeds 

the tax 1 iability of the taxpayero the balance. if Sl or 
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moreo snail be refunded. The taxpayer shall pay thP amount 

due on or before July s, l9l9o and on or bPfore July 5 each 

year thereafter. If the tax due is less than $1 it shall be 

forqiven. 

(3) All the above transactions shall be handled by the 

dep~rtment, and all county funds, interest, and penalties 

collected by the department shall be periodically forwarded 

to the counties for distribution to the taxi no 

jurisdictions. 

Section 9. Penalty. All replace•ent 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 1' per .anth until 

paid and a penalty of 5' shall be added thereto. 

Section 10. Collection of delinquent taxes. OM__08 

~f_ AUGUST lr 191~ ANQ EACH YEAR THEREAFIERo__!Hf 

UEf~THENI SHALL FURNISH TO EACH COUNTY A LIST Of liS 

U~~ENT TAXPAYER~ Action •ay be brou~ht by the county 

attorney at any time at the request of the county treasurer 

in the name of the state to recover the a•ount of any taxes, 

penalties, and interest due. When a taxpayer beco:nes 

delinquent, the confidentiality which the deoartment is 

required by law to maintain does not apply after the matter 

is placed in the hands of the county attorney. Judo.ents 

secur~d under this section shall have priority over all 

other judg•ents. 
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Section 11. Taxpayers not subject to withholdinq. On 

or before September 30 ~fter full imple.antation of this act 

and each year thereafter, each taxpayer who must file a 

report and who is not subject to withholding shall pay to 

the ~epartment, as an advance partial payment of his 

replacement tax. 2~ of his total personal incQ8e 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 a resident of Montana. This one-half year 

payment shall be credited to the person •aking it and shall 

be subtracted from the aMount the taxpayer owes for the 

entire year when his next tax state.ent is oresented 

following the reports due each April 15. When the total 

persor~al income reports are received, the corrected 

mill-equivalents which have been set shall be applied 

aqainst each taxpayer's total pen;onal incO<Re. The 

r~place~ent tax payment previously received for the first 

halt year shall be subtracted from his total tax and a 

state:nent sent to him tor the rel!'.ainder. With this statement 

shall ''" ~ simple explanation of how the fioures were 

arriv~d at. ~~~e-~~3~~~-sne++-ee-me~+~-~e~-be+o~~ 

Mey-~~-o+-eeeh-~~y-end-~ke-~e*POY~~-~he+~-~ey--~he--emodft~ 

dde-e~-&r-be+&r~e-+6-e+-eeeh-yee~. 

Section 12. ~on~e~de~. ~--ftOn~~~de~-+o~-~d~o~e~ 
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of'-iot'l~~-eeio-t~-e-pe-Dft_,ko-+s-tooio-dolrie~ft MMI~MUI -flw 

.,, __ 'tee~~--&--~-o+-iotle-ee+em!tH'-yetH' pr eeed i ng ~he-ltpr++ 

:t~-re~+ft~de._rod-.me--il<tes-~~·..,_--+e~-e~+f' 

o+-M-'"'ee--te-Meft"efte-+ot"-+t!eOMe-t~-posesy-w~-r 

net-one helf e<f-tke-'"'eoae-- ee~ned ift M-Hftth-Heb+ub+e 

~"Of'fl'"v--eee~+e<t-~r- re~Jdlefl-y--er---,~_:..-tty 

fton~~~deft,_<rl'-foleftHftttT-wt'l~--w-e-~-er-reflt>edy ~ 

e-Hfttle--t:e-ee~essed end t:~nted n nenhabit:eble :s~op~ 

Howewer.-+aftd+orde-e+-.a~ipte ho~sift!J and eperet:er~ ef 

IIIObHe---1'1-- ee.srt:s sheHt be!'innift§ cl.s..,-t.-19'18• re .. ire 

eaeh t:enalft-~f+H--io-tn-dttp++efti!-eltft si9' e shert -flw• 

st:nrn!J et.e~ he is -er is -~ a uealdliftl! of M-ta- as 

anet"rilteo-ity-tM-abowe de+ini~iafta The teftdtor~tt+~n 

eed--:te.-~fte--rem.--e+ fteftres~-t-~•• ~hi a-+s-e 

fteftre~+ee..t:- ereeerto reeleee•l!lft~ -fltef+--be 

~,.·-~t:~ed-q-r~erly -~a- t:he eett_.,_,..._ ____ 'FM-~y 

okeH-be-ftpeMted-H-t:fte-e-refit-ttf'-t>he-e--y~_.._~ 

arod---ed--to-red'ltee--"1'\e-nt+++-+e...,.-~+1- i """ yeer-'Fhe 

+Mid+ord-sto~a++-e+so&-t~~--~-e-~y--t~eesltrer -

eopy-e+-eeeh-i:ette--+et"WT-~-t'l!ll!ltden~ l!ll"'d ftl!lnt'el!ltdl!lft't:r-ttftd 

she~-,.e~e+n--~-dup++ee,e--+or-~-t++esw INEQRMAIIQN TO 

I~li~~_A_LANOLORD RECEIVES HIS 1218 TAX SILL HE SHALL 

I~~_IENANI IN WRITING Of HIS REMISSION Of TAXES _aft 

THE RENTAL AND HIS INTENTIONS CONCERNlbG ANY REPUCTION IN 

&~ 
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~ection 13. Appl icabil itv to existinq law. (ll Nothino 

in this act shall be construed to affect in any way orooertv 

tdx ldWS or oractices except on habitable proo.,rtv as herein 

defined and as such prooerty supports schools, cities or 

towns. countieso and the state. THE TAX~~RfD_al-IHlS 

AU-SdAU.~lllJ.llt:LL:I.f...JtA.flllU.liUU-IA.L..L.Ull.Lilf!Ut._f&QRf.&Il 

.K~JJ.liif.ILllSfWHERE IN TtiE_&filiEO CODE Of !=!ONIA!U._ 

(2t Tnis act contemplates no ch<:mqe in the manner in 

which special i~coveaent districts• assessments are 

handled. Such pay.ents may be billed and collected with the 

first half of the regular taxes or independently. 

(3) This act contemplates no change in the Manner of 

collection of taxes on special taxing districts, except that 

sucn taxes May be collected in November instead of 

collecting only one-half at that time. 

(4) Notwithstanding any of the provisions of this acto 

all general obligation bonds now outstanding or which may be 

issued in the future will continue to be an obligation of 

all ~roperty pledged to their redemption because thP. 

replaceMent tax herein authorized shall be considered as an 

alternative method of tax assessment and collection on 

habitable property. 

til_-WHfH_-IAX __ AU~NTAGES OR PENALTIES ~ UStD AS 

~W:.ttilltfLt.OILf.Bilf.EE-i.!ll_!lLLA ND U NQE 11--I.!;it-l:lllli.I..!. (iA_f!;.llllil!Uk 

25 .L.AtiiLUU.fUll't!ENT ACL.-.S.fif!.ll!L.t:IAJU.IAW.L_£ROPERIY .-lli!L....l..S 
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f M.U.St::J) __ lU_lll.l..S_L tlAll~ £1l.l:llLI:IAU&i_.IUU .. Mif.__LlllllLMZAll:lSI 

J.LdALd.A!lLXA&lAfil.LI.ALf.f.IUJ...IIES REAPPLIED AGA lih I ~___AS 

f.jj.QUQ.IolLBY._I..A.ii.a 

t~t~Ql ~henever this act ~efers to another section of 

tne laws of Hontanao it refers to that law as presently 

subsequently a•ended. 

Section 14. Divulging information unla,.ful 

and 

exceptions-- penalties. Except as provided in 84-4931 and 

in {section lC of this act], it is unlawful for any person 

to divulge any infor•ation contained in reports fi1ed by 

tax~ayers under the terms of this act. A violation of this 

provision is punishable by a fine not exceedlnq S1o000 or 

imprison•ent in the county jail not exceeding 1 year, or 

b:>tho aad if such offendec be an office~ or employee of the 

state or county, he shall be dismissed fco• oftice and be 

ineligible to hold any 0ublic office in this state foe 1 

year th-.reafter. 

Section 15. Severability. It is the intent of the 

legislature that if a part of this act is invalid all valid 

part~ that are sevecable theret~om rer.ain in effect. If a 

part of this act is invalid in one or more of its 

applications, that part remains in effect in all valid 

applications severable from the invalid applications. 

-End-
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HJOSE ~Ill NO. 3 

INTkOOUCED BY DUSSAULTo Wo BAETHo BAROANOUVEo BRAOLEYo 

BRANOo COONEYo COURTNE1o ELLISo ESTENSONo EUDAILYo FRATES, 

~llLIGANo GOULDo Eo GUNDERSONo HAHSENo HUENNEKENSo 

HARRINGTONo HOLMES, KANDUCHo KENNYo KlMBLEo MENAHANo 

MElLALFo O'CONNELL, PALMERo ROBBIHSo SHELOENo HARPERo 

SfAIGMlllERo SLULLYo VINCENT, WALDRONo J. GUNOERSONo 

A BILL FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR A 

KePLACEMENT TAX FOR THE PROPERTY TAX NOW LEVIED ON HABITABLE 

PROPEKTY AND PROVIDING A METHOD FOR CALCULATING AND 

COLLECTING THE REPLACEMENT TAX; DEFINING HABITABLE PROPERTY 

AND PROVIDING FOR ITS SEPARATE LISTING; AND PROVIDING FOR 

WITHHOLDING.• 

BE IT ENACTED BY THE LEGISL4TURE OF THE STATE OF MONTANA: 

Section 1. Short title. This act •ay be cited as the 

•Property Tax Replaceaent Act•. 

Section z. 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 ac_t is 

tne presu11ption that all persons use housing and that all' 

should therefore pay taxes thereon in accordance with their 

ability. To accomplish this, the replacement tax, although 

not an income taxo will depend upon each person's total 
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personal inco11e as do •circuit breaker• laws but, calculated 

in a oroportional manner, will vary according to taxinq 

jurisdictions and revenue needs. Since all now vote on bond 

issues, this act requires all to participate in their 

retirement. It will encourage more and better housing and 

will often prevent persons from losing their homes due to 

inability to pay high property taxes. 

Section 3. Definitions. For the purpo5e of this act 

the fallowing definitions apply: 

11) (a) •Habitable property• means all urban and rural 

buildings, houses, dwellings, duplexeso apartments, rest 

ho•eso or mobile homes used or intended for huean habitation 

as do•iciles and such supplementary buildings as a garage or 

s•all storage building normally associated with a residence 

and nat income-producina. Every person is presumed to have a 

do•icile but each head of household shall be entitled to 

only ~ne unit aualifyinq as habitable prooerty in any yearo 

and all other buildings he .ay occupy will not be considered 

habitable oroperty for purposes of this act. This does not 

preclude the ownership of rental or other habitable property 

in wnich other persons are domiciled. IU-~El___AS 

ti&ali~LE--~QefAlYL_ THE UNIT MUST BE THE PRIMARY RESIDENCE 

yf_ltl~!Al£&Yf&• RECREATIONAL PROPERTY THAT IS NOT THE 

E~aA~ RtSIOENCE__Df__lH~ OCCUPANT OOES__HOJ__QUALIEY AS 

ti~!bLf_f~OPERJy. 
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(b} Habitable prooerty also means the land occupied by 

the buildin~ not exceeding a typical town or city lot in 

area for duplexes or sinole family dwellinqs and for 

multiple family buildings not exceeding that normally used 

f~r such construction, considering the nu~er of units and 

type of construction. Somewhat laroer lots may be allowed 

provictinq such yards complement the buildinq. are not 

income-oroducing. and do not lend themselves to separation 

and develop•ent. An aqent of the department of revenue shall 

•ake this deter•ination subject to the appeals procedure. 

When habitable property is located on units of land larger 

than indicated above and on which additional development •ay 

be expected in the future ~r which may be income-pro< ucinq. 

separate listing and taxing of this additional land is 

required. An agent of the department of revenue shall .ake 

the deter•ination subject to the appeals procedure. All farm 

or ranch hoaes 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 value of the 

farm or ranch. Habitable property does not mean mobile 

ho~es used for recreational purposes or stock in trade of a 

distributor or dealer. 

t~t--tet-•~ote+--~~~+--+fteeMe•--meens--ffte~~-~~m 

-~~·~~-se~~~eT-+fte+~+n~&~-~~-++mf~ed-~e--eempens~en 

~e~--se~v+eesy--+neeme--der+ved--~rem--dee++n9s-+n-~rope~tyT 
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+~e~e-fter+ved-~rem--b~s+nessv--+nt~e~v--ren~y--reye+~+es• 

d+v+dendsy---e++~ny---end--se~are~e--me+ntenenee--~ym~ts• 

&ft~H+t+esT--+ne~--f~m--+~e---+nsH~ftftee---end---endew.en~ 

een~ae~.--p~s.--see+e+--~eH~+~y--pe~en~~v--re++reed 

re~+remen~T---+nee.e---~em---e+seherqe---e~---+nde~ednessy 

per~~+~--+neome.-+fteo.a-+n-~pee~~-e-deeedeft~y-ineeme 

~~•-en-+n~eres~n-en-~e~e-e~r6S~-end-~neeme-e~rw+se 

e+ess+~+ed--es--&eep+~e+--ge+~---fer--~de~e+--+neeme---~ew 

p~rpesesw--Re~renee-~~--&e--.ede--~~~-~edere+-+~erne+ 

reventte-eetfe-H~he--det:erM+neffen--e+--t:he--seoJte--M--~e 

~orB9e+ft9-~e~es. 

t~t--~n---de+e~•+n+n~~&te+---~~ene+---+nee.e._-ne 

dedtte~+en_,.-,-be-e++ewed-~et'+ 

t+t--d~t"eriet:+en-e+-eny-habrtab+e-~HTf" 

t++t-eo~~s-e+-.a+ntenenee.-r~~T--&r--up~~--eny 

hebrteb+e-pre~~ 

t+++t-pe~--e~-ene-he+~e+-ree+-prope~~owes-pe+d 

en-eny--hee+tab+e--pre~~--+~d--wrth+n--~~s~a~e--e~ 

l'len~aft"'t 

t+yt-~ede~~--er--s~a~e--+neeme--~a~es--~a+d--en-+neeme 

eern~~-ar-eeer~ed-+n-l'le~anet 

tvt--~es&++ne--~awes--er--se+e~-~awes--Hr--+~em~---e+ 

pe~~e"e+-Hse-t 

t~+t-eny-ether-+~m-Hn+es~-++~~ed-+n-sHbse~+on-trt-tet 

e~-~h+s-see~+enw 
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t~t--+n--de~e~~~~n~-M~~e+-~~~ene+-~n~~eAy-dedHe~~en 

~fteff-be-e++ewed-+er+ 

t~t--e+~ee~~ay~~~~-by-~he-pey~~ 

t++t-e~~~ae~ft+nary-med~a+-e~en~es-~-the--~~--ba~~ 

a~-+n-~he-~edera+-e~-~~e-~ne~a~-r~~ft~~ 

t+~+t-ae~e+---ee~~~--~---eendH~+n~--s--bu~~ess--e~ 

~re+e~+eny-n~-~~~+y-d~+ewed--uftd~--~&see~en--tit 

tht--~+--~h+~--se~+en--p~~ded--~ueft--ee~~-are--a~Ha++y 

+neH~red--d-are-~yab+e--t-+f--~--~tt+dt--durin<;r--ene 

~e~~aye~~-~exab+e-yeer. 

~~ (AI TOTAL PERSQNAL INCQME ftEANS ADJUSifD GROSS 

~NCQME AS DEFINfQ IN 84='t905. 

(3) •Gove~n•ental unit• means school dlst~icts, 

inco~po~ated cities and towns, counties, and state. 

(4) •oepa~tment• Means the department of ~evenue, 

state of Montana. 

(5) •Hill-equivalent• means that f~action of a •ill 

that total pe~sonal income will be multiplied by to 

dete~uine the ~eplaceaent tax at tne same time a mill is 

assessed aqainst taxable valuation. This f~action will be 

dete~nined by the depa~tment. 

Section It• Duties of the depa~tment. The depa~tment. 

shall: 

(l) in o~de~ 

~eptacement act mo~e 

to administe~ 

p~ofessionally 

-5-
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confijentiality, establish a cent~alized, computerized 

systea; 

(.2) p~ovide fo~QS and instructions to the county 

treasurers; 

(3) interpret this act for county officials to secure 

uniformity of application and act as arbite~ between 

counties; 

(4) hear appeals taken f~om decisions of county 

officials regarding leqal residence, taxing districts, and 

taxpaye~s• complaints. Decisions .ay be further appealed to 

the county tax appeal board and to the state tax appeal 

board. 

(5) establish and •aintain a separate listing of all 

habitable property. In all structures used or designed 

parti~lly for human habitation and partially for other uses, 

the ap~~aisers shall make the p~oper division and make two 

assessments. Although hotels, ~ooming houses, and ~otels 

servi~q t~ansient or nonpe~manent tenants are not included, 

the aporaisers shall determine if portions of these 

establish•ents a~e used by a family or head of household for 

long-term occupancy; ~nd if they so determine they shall 

also 1ete~mine the proper division and make two assessments • 

(6J in 1978 and thP.reafter prepare property tax 

state~ents for habitable property and process them 

sepa~•tely from other tax statements, except as applies to 

-6- HB 3 
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Then in each 
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districts as explained in [secti~n 13 (3)]• 

govern~ental unit the department shall 

deter.nine 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 used 

to aeter•ine the dollar amounts of the approved budgets of 

the respective govern.ental units which are to be replaced 

by the property replace•ent tax. 

(7) no later than August 1o 1979, determine the 

mill-equivalent which shall be deter•ined by analyzing the 

total personal income reported in Aprilo 1919o and other 

pertinent data; 

(8) provide the for.ula which local officials will use 

in calculating the milla~e to be applied to taxable 

valuations and the •ill-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 operation, if 

in its judgment sufficient data is not yet available to 

proceea to the final implementation of the law or if 

unanticipated problems have ariseno direct a second year of 

operation according to the provisions for the first year•s 

operation. If this decision is madeo the deoartment may also 

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

Section s. Duties of county officials. (1) The county 

assessor shall ~il on or before February ZOo 1979o and each 

ye2r 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 in 

his office for the oeneral publico together with printed 

instructions and a stronoo opaque return envelope addressed 

to the proper section of the depart.ent in Helena. The 

department shall also enclose this form with the state 

income tax form. On this form the taxpayer shall provide 

nameo 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 

witnh~lding for the previous taxable year. ~e---~e+e~ 

p~~so~+---+~ee.e--~ftst+---be--+~~--eee3P~--~--~e 

e~~egor~s-++s~ed-+ft-~ee~+o~-3-~t• Failure to receive the 

necessary for~ by mail does not excuse an individual froM 

securing a form and makino a report. Tfte--FePM~---~d 

+ns~~~+&ns-~he+~--~o+a~-~~-~fte-~e+e+-pe~+-+fteOme 

~~u+res-~he~Tne+us+e~-~--se~~+-_.~ms--net--+ne+uded-_.n 

~~e~a+--er-s~+e-re~~nsy-eftd-~ry-res+den~ fYE&Y-I!X~B 

with a yearly income in excess of SbOO must file a return. 
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The ~eports shall be completed and mailed to the deoa~tment 

no late~ than April 15 of each year. As these reports a~e 

received by the deoa~tment it shall so~t and reco~d the 

total personal incoee of the taKpaye~ in each governmental 

UAit in which the taxpaye~ is a resident. 

(l. ~ On the second Monday of July, 1979, unless 

postp~ned for 1 year by the department, and each year 

there3ftero the county commissioners, with the advice of the 

department• shall furnish to all officials who set millages 

the official estimates of the total personal income for each 

governmental unit. To arrive at these estillates 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. 

(3) The county taK appeal board shall hear and 

deternine questions as to legal residence of taxpayers. 

questions between taxing districts, and complaints of" 

tax.oayers. Appeals may be taken to the state taK appeal 

board. 

(4) After the first year of operation those officials 

who se~ CALCULATE IIi 11 levies shall apply the 

mill-equivalent which has been established by the department 

for all millaqes determined by law to the official estimates 

of t:.tal personal inc Ollie provided by 
\ 

the county 

comDissioners. To meet all legally determined budgets ~hey 
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~tll-B~eo«iLBLE OFFICIALS shall calculate the millaqes to be 

assessed against all taxable valuations of the governmental 

units and the mill-equivalents which will be applied against 

all the total personal incoee of the governmental units. 

The for~ula for this will have been provided. However, when 

the total personal income forms are received by the 

department in April, 1980• and thereafter, the department 

shall as promptly as possible notify the county treasurers 

as to the total personal incoae of the county and of each 

taxing jurisdiction thereino and the county treasurer shall 

pro•ptly furnish to all officials who ~ CALCULATE •ill 

1 evies the corrected total personal inc~ for each 

governmental unit. The mill-equivalents "hich were 

previously calculated on the basis of the official estiaates 

shall now be corrected to provide the exact anticipated 

revenue. It is these corrected mill-equivalents which shall 

be forwarded to the depart.ent and applied to each person•s 

total personal inco.e. 

Section 6. Withholding. (1) In order to insure 

collection in the manner and to the extent provided by this 

acto each employer (as defined in 84-~9't2} making pay.ant of 

wag~s (as defined in B't-'t942) shall deduct and withhold 

beginni~g January lo 1978o upon such wages 1~ thereof, and 

after full illlple-ntation, Z% thereof. 

(2) Each employer shall be liable for the amounts 
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required to be deducted and withheld and such amounts shall 

be considered as a tax; with respect thereto the e~ployee 

(as defined in 84-4942) shall be considered a taxoayer. 

(3) On or before the last day of the ~onths of April, 

July, october, and January of each calendar year beginning 

January 1. 1976, each e~ployer subject to the provisions of 

this section shall file a return in such form and containing 

such information as required by the depart.ent 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. However, when the 

total a.aunt of tax withheld on account of all employees is 

less than S10 in each quarterly period of any year, one 

yearly report shall be filed and amounts withheld paid 

therewith on or before February 15• 1979~ and each year 

thereafter. 

(4) All a.ounts deducted and withheld shall be 

considered as a tax collected, 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 section. 

(5) Each employer shall, prior to February 15 in each 

year, beginning in 1979• furnish to each employee a written 

state•ent showing the total wages paid by the employer to 

the e.11ployee during the preceding calendar year, the amount 
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of the federal incom~ tax withheld• the amount of state 

income tax withheld, and the tax with~eld under the 

provisions of this act. The staten~nt shall contain such 

additional inforMation and be in such form as the department 

prescribes, and a duplicate thereof shall be filed by the 

e•ployee with his report to the department. 

(6) Each emoloyer shall file with the department on or 

before February 15 each year a statement in such form and 

containing such information as the department requires, 

including the total wages paid to each employee during the 

preceding calendar year or any part thereof• and showing the 

total a.ount of the federal income tax deducted and 

withheld• the amount of state income tax deducted and 

withheld, and the total amount of the tax deducted and 

withheld under the provisions of this section. 

(l) Each employer who deducts and withholds any 

a•ounts under this section shall hold the saae 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 becoaes due, the department shall issue a war~ant 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 inc~e taxes. 

(ol If an employer fails to pay over to the state the 
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tax deducted and withheld o~ fails to furnish any state~ent 

provided for, additions to the amount of such tax shall be 

i~pose~ and added as those specified in 8~-~924 with respect 

to failure to make a return of inco~ or to pay any inc~e 

tax; a~d an individual, corporation, or partnershio or any 

officer or employee thereof who, with the intent to evade 

any tax or ~ny requirement of this act or with the intent to 

evade tax, files or supplies any false or fraudulent 

stateuent or information. is liable to the same penalties as 

those iMposed by 8~-49.2~ with respect to filing or supplying 

false statements or infor•ation with respect to income 

taxes. 

(9) Each taxpayer subject to withholding under this 

secti3n 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 

domicile is changed during the year. Each taxpayer subject 

to withholding shall provide each of his employers with the 

address to be used on the withholding forms. 1f a later 

aailinq address of the employee is different from that used 

for withholdingo the W2 fo~~ provided to the employee shall 

be sent to this later mailin9 address. No t~xpayer may pay a 

pro~erty tax replacement tax oased on his total personal 

income to more than one county during any one taxable year. 
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Should a taxpayer chanqe his domicile, he shall notify all 

his euployers and the county treasurers concerned of his new 

residence, and such chanqe shall becoMe effective as of 

January 1 of the following year. 

(101 The department mav adopt rules for carryinq out 

the provisions of this act and the enforcement thereof. All 

of the remedies available to the state of Montana for the 

administration, enforcement, 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 1. Nature of fund -- disburseaent to counties. 

{1) A•ounts 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 

upo~ receipt to a separate account provided for that purpose 

and iavested so as to obtain the most favorable rate of 

interest consistent with approved practices. 

(2) In Hay of 1979, and periodically thereafter. the 

revenue collected for each county by withholding shall be 

forwarded to that county by the departeent. The department 

shall 3lso notify the county treasurer as to the amount of 

toe ravenue to be credited to each governmental unit. 

Section 8. Introductory 

January lo 1918, property 

period. In the year beginnino 

~ill be assessed and levies 

appl iea and tax bills sent as in previous y•ars except as 
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noted in [section 4 (o)]• However. only the first half 

pay•ent. except as applies to special taxing districts as 

explained in [section 13 (3•]• will be ~ollected on 

habitable property. The second half paynent will be replaced 

by the property replacement tax in the followin~ manner: 

(1) As the reports received by the department are 

sorted. the total personal income of the residents of each 

gover~mental unit shall be determined. For each of thP

gover,mental units the total of the revenue to be replaced 

shall be divided by the total personal inca.e 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 rave< •e for 

that unit. 

(2) Each taxpayer's total personal income shall then 

be ~ultiplied by the total of the rates for the units for 

which he is 1 !able and he shall receive his tax statement by 

mail in a stron~· opaque. sealed envelope• tooether with 

such an explanation of the ~ethoe by which it was determined 

as to enable hi• to check its accuracy. The stateMent shall 

be mailed on or before June 20• 1979. and each year 

thereafter. For each taxpayer who submitted a withholding 

stateuent. the amount ~ithheld shall be subtracted from his 

tax liability. and in the event the amount withheld exceeds 

the tax liability of the taxpayer• the balance. if S1 or 
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more• snail be refunded. The taxpayer shall pay th~ amount 

due on or before July 5• 1979• and on or before July 5 each 

year thereafter. If thE tax due is less than S1 it shall be 

forgiven. 

(3) All the above transactions shall be handled by the 

department. and all county funds• interesto and penalties 

collected by the department shall be periodically forwarded 

to the counties for distribution to the taxina 

jurisdictions. 

Section 9. Penalty. All replaceaent 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 1% per .anth until 

paid and a penalty of 5% shall be added thereto. 

Section 10. Collection of delinquent taxes. ~ 

~~ AUGUST 1o 191~ AND EACH YEAR THEREAETEBo THE 

.L!f.e!&IJ:If.til___SI:!AL.l_tll&IUSH TO EACH COU!HY A_Ll:ii_JlLm 

DFLINUUENI TAXPAYERS. Action aay be brought by the county 

attorney at any time at the reouest of the county treasurer 

in th2 name of the state to recover the amount of any taxes. 

penalties• and interest due. When a taxpayer beco•es 

delinluento the confidentiality which the deoart~nt is 

required by law to maintain does not apply after the matter 

is placed in the hands of the county attorney. Judoments 

secured under this section shall have priority over all 

other judgaents. 
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Section 11. Taxpayers not subject to withholding. On 

or before September 30 after full imple~ntation of this act 

and each year thereafter, each taxpayer who must file a 

report and who is not subject to withholding shall pay to 

the ~epart~ento as an advance partial payment of his 

r~placeMent taxo 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 pav 

on that portion of his total personal income which he earned 

or received while a resident of Montana. This one-half year 

payaent shall be credited to the person Making it and shall 

be subtracted from the a•ount the taxpayer owes for the 

entire year when his next tax stateaent is presented 

following the reports due each April 15. When the total 

personal income reports are receivedo the corrected 

mill-eouivalents which have been set shall be applied 

aoainst each taxpayer's total personal income. The 

replace~ent tax pay~nt previously received for the first 

half year shall be subtracted from his total tax and a 

state~ent sent to him for the remainder. With this stateaent 

shall be a simple explanation of how the fioures were 

arriv~d at. +~e~e-~~e~eMe~~-sho++-&e-ee++ed-on-or-be+o~ 

Moy-~,_~+-eaeh-yeary-ond-~~~~ey~~heT+-~ey--the--emouft~ 

due-e1-er-he+ore-dufte-~e-o+-eee~-yeorw 

Section 12. ~eftre~de~~w A--ft0ftre~de~-+or-pur0~e~ 
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o+-~+s-ee~+s-e-pe--ho is not da11iei led <in Montane ~r 

~repe"*"fl""de'le-end who does ftOt-re,eM!-ei:-+~ ene heH' 

o~ine- to Hontene ht" ir.e- 'l>e• l*rl!'osesw whether er 

n~---e-he++-o+-t:he-'"'- .. as ear-ned in Ker~ote-.-Ht!ltri-~e 

eaft~e--~o-&e-essessee-eftd-t:e~es nenhe&+otee+e-~re~eretw 

Kewewery-Jendlerd• e+--.altipJe he~sit~ a~ epetatots o~ 

meb*Te- heee eoar~s--sl'lellt beginniftg 4~lt lw 19~8+ r.e~lre 

e~neft't-ote-fill -~ ill dt~PJ ieete end Si!JR 11 she• t fot • 

aet:ere+ttett-lty-t:he-ebote deofinitiollw 'fhe lendterd shell t:lten 

edd--Mllt-~-the-~ of ne11resi~~tsw This is 11 

ftenres*~-praperl:t repleeeaent talC -n+eh-sl'le++--lte 

1:.-e~HM'i-~ed--t!-•terl r -t:e--t:he-e-ft'ty-trees~rerw 'fh+s-IIIO'fteY 

she~-be deposi'l>ed l:e tRe eredit of t:he ea•nty genere1 ~ 

end--dSed--~-~eeuee--~fte-mi11 Jewy tRe +oJloNing rear.-~ 

+snd+o~tt-sfte++-e+so-t:~•it: 'to t:tole--eoaft'ty--trees•rer ene 

eopy-c+-eoeh-te~-~ bot:" re~ident: end nenresident~end 

s"eH--ret:em--iohe--d~~e1:e--f'o1-hn-~ I NEORHAT IQN TO 

IE/!ANJS&.-.WtieL-6 LAMPl ORO RECEIVES HIS 1911 TAll RILL HE SHALl 

INFORM EACH TENANT IN WRITING Of HIS REMISSION Qf TAXES ON 

THE RENTAL ANP HIS INIENTIPNS CONCER/!ING ANY RFQUCTJQN IN 

&Eliis. 
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Section 13. Applicability to existinq 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 prooerty supports schoolso cities or 

townso counties, and the state. ~AI~ REWJJRED BY THIS 

A(J SHALL CQMeLY HITij-Idf~DATQBY TAX LEVIES UPON PRQPERIY 

&£Qtll8fD ELSEWffFBE IN THE BEVISEQ COQE Of MONJANA. 

(ZJ This act contemplates no change in the manner in 

which special illlproveaent districts• assessMents are 

handled. Such pay .. nts .ay be billed and collected with the 

first hal~ of the regular taxes or independently. 

(3) This act con~ .. plates no change in the .anner of 

collection of taxes on special taxing districts, excepL that 

such taxes aay be collected in Noveaber 

collecting only one-half at that tiae. 

instead of 

('t) Notwithstanding any of the provisions of this acto 

all general obligation bonds now outstanding or which aay be 

issued in the future will continue to be an obligation of 

all >rop·erty pledged to their rede11ption because the 

replace•ent tax herein authorized shall be considered as an 

alternative method of tax assessment and collection on 

habitable property. 

L2}_ WHEN TAX AQYANTAGES QR PENALTIES ARE USED AS 

~l£ftilH.fS....EiliLPRQPEB USE Of U.NQ UNQER THE HONIANA__frJltiDI!ll 

PROPERTY THAI__lS 
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.f~fli-iU_lli~l:iAtlU...I.lill!Lt!AllWi-1W.LAGE LEY I EP AGAINST 

~l_A6Y HAVE VARIABL~IAX pENAlTIES 8EAPPLIEQ AGAINST _ll__AS 

~&QYlDEp BY LAW. 

t§t~ Whenever this act refers to another section of 

tne laws of Montana, it refers to that law as presently and 

subsequently amended. 

Section l't. Divulging infor~~~atlon unlawful 

exceptions -- penalties. Except as provided in B't-4931 and 

in [section lC of this act]o it is unlawful for any person 

to divulge any infor•ation contained in reports filed by 

taxpayers under the ter~s of this act. A violation of this 

provisipn is punishable by a fine not exceedinq SloOOO or 

iaprison•ent in the county jail not exceeding 1 yearo or 

both, aBd if such offender be an officer or eaployee of the 

state or· county, he shall be dismissed fro• office and be 

ineligible to hold any public office in this state for 1 

year thereafter. 

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 therefro11 remain in effect. If a 

part of this act is invalid in one or •ore of its 

applications, that part reaains in effect in all valid 

applications severable from the invalid applications. 

-End-
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April 11, 1977 

STANDING COMMITTEE REPORT 
Senate Committee on Taxation 

That House Bill No. 3 be amended as follows: 

l. 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. 

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 l. 
Following: line l 
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 h~s 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: " (l)" 
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 formfue 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. ~he-total 
~ereonai-~neeme-shaii-oe-~tem~zea-aeeera~n~-te-the-eate~eries-iistea-~n ~ 
~eet~on-3-~zt• Failure to receive the necessary form by mail does not 
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excuse an individual from securing a form and making a report. ~he-£erms 
aftd-~fts~r~e~~efts-sha%%-ex~%a~ft-~ha~-~he-~e~e%-~e~sefta%-~fteeme-re~~ires-~he 
~fte%~sioft-er-severa%-~~ems-fte~-~fte%~ded-ift-federai-er-s~a~e-re~~rfts,-aftd 
every-resideft~~" 

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 act]" 


