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January 31, 1979 

February 6, 1979 

March 13, 1979 

SENATE BILL NO. 298 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Fiscal note requested. 

Fiscal note returned. 

Committee recommend bill do 
not pass. 
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BILL NO. ~,~ 
INTRODUCED B'f 

~ Blll FOR AN ACT ENTITLED: •AN ACT TO CHANGE THE 

LIMITATIONS ON THE AMUUNT Of BONDED INDEBTEDNESS OF CITIES, 

COUNTIES, AND SCHOOL DISTRICTS FROM 18~ OF THE TAXABLE YALUE 

TU 5% OF THE MARKET VALUE OF THE PROPERTY SUBJtCT TO 

TAXATION; AMENDING SECTIONS 7-7-2101, 7-7-2203o 7-1-42.01, 

7-7-4202o 20-9-406o AND 20-9~07o MCA.• 

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

Section 1• Section 1-1-2101, "CA, is a.anded to read: 

"1-1-2101. Li•itation on a-.ount of county 

indebtedness. (1) No county •ay beco.e indebted in any 

111anner or for any purpose to an aODOUnto including existing 

indebtedness. in the aggregate exceeding ~ ~ of the 

teweb+e ~ value of the property therein subject to 

~axation as ascertained by the last assessaent for state and 

county taxes previous to the incurring of such indebtedness 

~d made pursuant to tbe proyjsjons of 15-8-111. 

(£) No county may incur indebtedness or liability for 

any sin~le purpose to an amount exceeding S40,000 without 

the approval of a majority of the electors thereof voting at 

an ~lection to be provided by lawo except as provided in 

7-21-3413 and 7-21-3414.• 
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Section 2. Sectoon 7-1-~203, ,.c;., is a..end"d to n!i3<H 

•7-1-2203• Liaitation on aaount of bonded 

indebtedness. (l) Except as prov•ded In subsections (2) and 

(3), no county shall Issue bonds for any purpose which, ~ith 

all outstanding bonds and warrants except county high school 

bonds and e.argency bondso will exceed 2 1/2~ of the~ 

value of the taxable property therein, to be ascertained by 

the last assess.ent for state and county taxes previous to 

the issuance of such bonds and aa4e pursuant tp the 

provisions of 15-8-111. 

( 2) A county aay i5sue bonds which, with all 

outstanding bonds and w•rrantso wlll exceed 2 1/2~ but will 

not exceed o;~ of the ~ value of such taxable property• 

when necessary to do so• for the purpose of acquiring land 

for a site for county high school buildings and for erecting 

or acquiring buildings thereon and furnishing and equipping 

the saae for county high school purposes. 

(J) The foregoing ll•itation shall not apply to 

refunding bonds issued for the purpose of paying or retiring 

county bonds lawfully issued prior to January 1, 1932. 

(4) This part shall not be construHd to extend 

liaitations on bonded indebtedness for county high school 

purposes as fixed by [75-ft1lft] and acts amendatory thereof.• 

Section 3. Section 7-1-4201, MCA, is aaended to read: 

•7-1-4201. Liaitation on aaount of bonded 
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indebtedness. (1) Except as otherwise p~ovided, no city or 

town •ay Issue bonds for any purpose in an a•ount which with 

all outstanding and unpaid indPbtedness will exceed *~ 21 

of the ~ .. eb+e aaLkat value of the property therein subject 

to taxation• to be ascertained by the last assessaent for 

state and county taxes pursuant to the proyjsjons of 

15-8-111. 

(2) Except as otherwise provided. the total aeount of 

indebtedness authorized to be contracted in any for•• 

in~luding the then existing indebtedness. eust not at any 

tiee exceed S% of the total ~ value of the taxable 

property of the city or town• as ascertained by the last 

assess .. nt for state and county taxes pucsyant to tbe 

grqvi&jpg• gf 15-1-111. 

(3) The Issuing of bonds for the purpose of funding or 

refunding outstanding warrants or bonds is not the incurring 

of a new or additional Indebtedness but is eerely the 

changing of the evidence of outstanding indebtedness.• 

Section lt. Section 1-1-"ZOZ, H(A• is a-ended to read: 

•7-l-4202. Special provisions relating to water and 

sewer systeas. Clt (a) Notwithstanding the provisions of 

l-l-4201(1)• for the purpose of constructing a sewer syste•• 

procuring a water supply• or constructing or acquiring a 

water systee for a city or town which shall own and control 

the water supply and water systee and devote the revenues 
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therefroe to the pay.ent of the debt• a city o~ town may 

incu~ an additiona' 

issuing bonds. 

indebtedness by borrowing money or 

(b) Notwithstanding the provisions of 7-l-4201(2)• an 

additional indebtedness shall be incurred when necessary to 

const~uct a sewer syste• or procure a water supply for the 

city or town which shall own or control said water supply 

and devote the revenue derived therefrom to the payment of 

the debt. 

(2) (a) The additional total indebtedness that may be 

incurred by borrowing eoney or issuing bonds for the 

construction of a sewer syst ... for the procure.ant of a 

water supply• or for both such purposes. including all 

indebtedness theretofore contracted which is unpaid or 

outstanding, aay not in the aggregate exceed 10% ove~ and 

above the~ 2'• referred to in l-l-4201(1)• of the total 

taxable value of the property therein subject to taxation ~· 

ascertained by the last assess~ent for state and councy 

taxes pur$Yaot to the prpyjsjona of 15-B-111. 

all 

(b) The additional Indebtedness authorized, includinq 

indebtedness theretofore contracted which is unpaid or 

outstanding. for the construction of a sewer system, for the 

p~ocurement of a water supply. or for both such purposes 

shall not exceed in the aggregate 10% over and above the 5%• 

referred to in l-7-"201(2)• of the total valuation of the 
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.dxabln property of the city or town as ascertair~O ~V tn~ 

last assess~nt for state and county taxes pursuant to the 

~QYisjons of 15-B-lllo 

{3) The above li•it of 51 shall not be extended unless 

the question shall have been sub•itted to a vote and carried 

in the affirmative by a vote of the majority of the electors 

who vote upon such question.• 

Saction 5. Section 20-9-~06, MCA, is a.anded to read: 

•20-9-406. Limitations on a•ount of bond issue. (1) 

The maxi~um amount for which each school district •ay beco•e 

indebted by the issuance of bonds. including all 

indebtedness represented by outstandin9 bonds of previous 

issues and registered warrants. is~ ~ of the ~~ 

~ v.Jlue of the property subject to taxation as 

ascertained by the last completed assessaent for state. 

county, and school taxes previous to the incurrin~ of such 

indebtedness and pade pursuant to the proyjsjona of 

15-6-lll. The t9• 21 •axiau•• howeverr .ay not pertain to 

indebtedness imposed by special il!provelllent district 

obli~ations or assessments against the school district. All 

bonds issued in excess of such amount shall be null ano 

void, except as provided in this section. 

(2) When the total indebtednes~ of a school district 

ha~ reached the ~9- 2l li•itation prescribed in this 

section. th~ school district •ay pay all reasonable and 
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necessary expenses of the ~chool district on a cash bosis in 

accordance with the financial adeinistration provisions of 

this chapter. 

(3) Whenever bonds are issued for the purpose of 

refunding bonds, any aoneys to the credit of the debt 

serYice fund for the payeent of t~ bonds to be refunded are 

applied towards the payment of such bonds and the refunding 

bond issue is decreased accordingly.• 

Section &. Section 20-9-~07, MCA, is aaended to read: 

•2o-9-~07o Industrial facility agree.ent for bond 

issue in excess of •axl.u•• Cl) ln a school district within 

which a new •ajor industrial facility which seeks to qualify 

for taxation as class eighteen property under 15-6-119 is 

being constructed or is about to be constructede the school 

district aay require. as a precondition of the new •ajor 

industrial facility qualifying as class eighteen property, 

that the owners of the proposed Industrial facility enter 

into an agree~ent with the school district concerning the 

issuing of bonds in excess of the ~._ ~ li•ltation 

prescribed in this section. Under such an agreeeent, the 

school district may, with the approval of the voters, issue 

bonds which exceed the li•itation prescribed in this section 

by a ~axi•u• of i9• 2~ of the esti•ated ~~b+e ~ value 

of the property of the new major industrial facility subject 

to taxation when completed. Th~ estimated ~exftbte ~ 
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value of ~he property of the new •ajor industrial facility 

subject to taxation shall be co~puted by the depart•ent of 

revenue when requested to do so by a resolution of the board 

of trustees of the school district. A copy of the 

depart.ent•s state.ent of esti•ated t~ ~ value 

shall be printed on each ballot used to vote on a bond Issue 

proposed under this sec~ion. 

•2) Pursuant to the agreeaant between the new •ajor 

ondustrtal facility and the school district and as a 

10 pracondition to qualifylnq as class eighteen property, the 

11 new •ajor industrial facility and Its owners shall pay, in 

12 addi~ion to the taxes i•posed by the school district on 

13 property owners generally, so .uch of the principal and 

1~ interest on the bonds provided for under this section as 

15 represents pay .. nt on an indebtedness in excess of the 

16 ll•ltatlon prescribed In this section. After the co•pletion 

17 of the new aajor Industrial facility and when the 

18 indebtedness of the school district no longer exceeds the 

19 li•itation prescribed in this section, the new Major 

20 industrial facility shall be entitled, after all the current 

21 indebtedness of the school district has be.n paid, to a tax 

22 credit over a period of no .are than 20 years. The credit 

23 shall as a total a.ount be equal to the a•ount which the 

24 facility paid the principal and interest of the school 

25 district's bonds in excess of its general liability as a 

-7-

1 

2 

J 

4 

5 

b 

7 

8 

LC 1752/01 

taxpayer within the district. 

(3) A ~ajor industrial facility is a facility subject 

to the taxinq power of the school district >those 

construction or operation >till increase the population of 

the district, i.posing a significant burden upon the 

resources of the district and requiring construction of new 

school facilities. A significant burden is an increase in 

ANS of at least 20% in a single year.• 
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STATE OF MONTANA 
Request No. 190-79 

FISCAl. NOTE 
Form BD-15 

In compliance with a written request received ·----~~~-~!.1_31, 1979 , there is hereby 
submitted a Fiscal Note for -~~nale~_!!!:!J:_.~.?~~-- pursuant to Chapter 53, Laws of Montana, 
1965 - Thirty-Ninth Legislative Assembly. · Background information used in developing 
this Fiscal Note is available from the Office of Budget and Program Planning, to members 
of the Legislature upon request. 

DESCRIPTION: 

This proposed bill changes the limitation on the amount of bonded indebtedness of cities, 
counties, and school districts from 18% of the taxable value to 5% of the market value of 
the properly subject to taxation. 

Y.'ISCAL IMPACT: 

No Fiscal Impact 

EFFECT ON LOCAL GOVERNMENTS: 

The Jimit of bonded indebtedness would be increased on a statewide basis 
approximately as follows: 

Counties 
Cities 
Schools 

Elemeutary 
. High School 

Totals 

Maximum Indebtedness 
Under Present Law 

$282,270,054 
85,440,363 

282,270,054 
282,270,054 
~932,250,525 
---·---

Maximum Indebtedness 
Under Proposed Law 

$ 655,031,066 
198,212,401 

655,031,066 
~031,066 

$2,163,305,599 

Increase 

$ 372,761,012 
112,772,038 

372,761,012 
372,761,012 

$1,231,055,074 

~ ....J _L ,~ ~ ""'/ ·~ 
BUDGET DIRECTOR . Q 
Office of Budget and Program Planning 
Date: ~/ 4 /7f r ., 


