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BILL NO.

INTRODUCED BY _@lm\_.j‘ iuﬂg :% é; Z i
t«;’t .

A BILL FOR AN ACT ENTITLED. "AN ACT ESTABLISHING A GRANT
PROGRAM FOR THE CONSTRUCTION OF PUBLIC WATER SYSTEMS;
FUNDING THE GRANT PROGRAM THROUGH AN INCREASE IN THE PUBLIC
CONTRACTOR'S  TAX; ESTABLISHING A PUBLIC WATER SYSTEMS
ACCOUNT AND A PUBLIC WATER SYSTEMS BOARD; AMENDING SECTIONS
15-50-205 THROUGE 15-50-207; AND PROVIDING AN APPLICABILITY

DATE, *

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

NEW SECTION. Section 1. Purpose. The purposes of
[sections 1 through 8] are to establish a grant program for
construction of needed public water systems, including water
supply systems, sewer systems, and drainage systems; to
protect and enhance the quality of drinking water and
receiving waters; to reduce the burden on local taxpayers to
fund major public works projects; to create jobs and
stimulate economic activity by channeling taxes paid by
public contractors directly into construction projects; and
to establish an efficient, cost-effective structure to
administer the grant program.

NEW SECTION., Section 2. Definitions. As used in

[sections 1 through 8], the following definitions apply:

Iﬁc}l;"idni lewisfacive Counce

[~

@® ~N &

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

25

LC 0213/01

(1) "Board" means the public water systems board
provided for in [section 9].

{2) "Construction cost" means any cost, incurred after
notice to proceed, of site preparation, on-site engineering
inspections and construction engineering activities,
excavation, building, demolition, and repair and includes
materials and labor necessary for these purposes.
Construction cost does not include the cost of engineering
or design work, feasibility studies, acquisition of land and
capital facilities, or any cost incurred prior to notice to
proceed.

(3) "Grant cycle" means each calendar quarter during
which applications for grants from the public water systems
account are accepted.

{4) "“Local government” means a county, city, town,
special improvement district, county water or sewer
district, or any other political subdivision of the state,
except a school district.

(5) "“Project" means the construction, repair,
rehabilitation, reconstruction, replacement, or improvement
of a public water system.

(6) "Public water system” means a water supply system,
sewer system, or drainage system constructed, improved,
operated, or maintained by a local government.

NEW SECTION. Section 3. Public water systems account.

“2-  INTRODUCED BILL
MHB- %6
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{1) There is a public water systems account within the
state special revenue fund established in 17-2-102. This
account must receive one-half of the public contractor
license tax provided for in 15-50-205.

{2) Interest earned by the public water systems
account accrues to that account.

(3) Money from the public water systems account may be
spent to provide grants to local governments for projects
and to pay the administrative expenses of the public water
systems board.

NEW SECTION. Section 4. Public water systems board --
chairman -- meetings -- compensation -- funding. (1) The
public water systems board, established in {section 9]},
shall elect a chairman from among its members.

(2) The board shall meet within 1 month after the
conclusion of each grant cycle and may meet at any other
time as necessary or as called by the chairman or a majority
of the members.

{3) Members are entitled to receive $50 a day
compensation plus expenses, as provided in 2-18-501 through
2-18-503, for each day spent on cfficial board business.

(4) The administrative and operating expenses of the
board must be paid from the public water systems account
provided for in [section 3].

NEW SECTION. Section 5. Powers of the board. The
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board may:

{1) retain professianal staff, censultants, and
advisers;

(2) adopt rules governing its proceedings and
determinations and the administration of {sections 1 through
81;

(3) award grants from the public water systems account
to local governments for public water system projects;

(4) enter into contractual arrangements with local
governments to specify the terms and conditions of grants;
and

(5) accept grants and other funds to be deposited in
the public water systems account and used in carrying out
[sections 1 through 8].

NEW SECTION. Section 6. Public water systems grant
program. (1) Not later than 60 days before the end of a
grant cycle, the board shall advertise or otherwise give
public notice of the availability of grants to loecal
governments for public water system projects.

{2} A 1local government may apply to the board for a
grant to finance up to one-third of the construction cost of
a public water system project.

(3) The application must describe the proposed
project, explain the need for the project, provide

information on project financing and the relationship of the

—4-
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proposed grant to that financing, and include any other
pertinent information required by the board.

{4) The board shall review and evaluate all
applications received within each grant cycle under the
eligibility reguirements of {section 7] and the evaluation
criteria of [section 8].

{5) The board shall award those grants it considers
appropriate not later than 60 days after the conclusion of
the grant cycle,

(6) The board shall limit each grant awarded so that
the total amcount of all grants received by a sponsor for a
project does not exceed one-third of the construction cost.

(7) If a project 1is not begun within 1 year after a
grant is awarded, funds granted but unexpended revert to the
public water systems account and become available for other
grants, unless otherwise specified by contractual
arrangement between the board and the grant recipient.

NEW SECTION. Section 7. Eligibility for grants.
{l) To be eligible to receive funds Erom the public water
systems grant program, a proposed project must:

(a) conform to the definition of "project” in [section

{(b) be subject to competitive bidding among qualified
public contractors; and

(c) be sponsored by a local government that has:
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(i) completed appropriate technical evaluations and
feasibility studies;

(ii) obtained necessary construction permits or
provided evidence that such permits are Forthcoming; and

(iii) secured funding for all costs not proposed to bhe
paid from the grant.

(2) Proposals ineligible Ffor grants include:

(a) engireering or feasibility studies intended to
determine if construction should proceed;

(b} projects that would otherwise receive the needed
grant from ancother source; and

{c) projects that propose to commence more than 1 year
after the grant award.

NEW SECTION. Section 8. Evaluation criteria. (1) The
board shall evaluate project applications and award grants
based on the degree to which the project:

(a) meets an emergency or urgent public need;

(b} protects public health;

(c}) conserves or enhances water quality;

{(d) results in mcre efficient use of water;

{e) serves residents in a cost-effective manner:

(£) offers a long-term solution to a public water
system need;

{g) demonstrates a new or innovative technology; and

(h) serves a large population or a large number of

_6_
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communities.

{2) The board shall further c¢onsider the degree to
which the grant:

ta) makes economically feasible a project that might
not ctherwise be constructed;

{b) significantly expedites the commencement of a
construction project;

{c) generates matching funds from nonstate sources;

{d) creates jobs, both on a long-term and short-term
basis;

() stimulates employment in an area ofF high
unemployment;

(f) serves a community that has exhausted other
potential funding sources that might have substituted for
the grant; and

{(g) serves a community that is using all local revenue
sources that are reasonably available for funding public
water systems, taking into consideration local economic
conditions.

{3) The board shall award grants to those projects
providing the maximum public benefits under the evaluation
criteria in this section. The board shall aEtempt to achieve
geographical distribution in awarding grants to the most
gualified projects.

(4) The board shall document its decision on the
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awarding of grants., The documentation must consist of
written findings on each application awarded a grant or the
use of an objective scoring system, based on the evaluation
criteria in this section, that is used to determine a
priority ranking for each eligible project application.

NEW SECTION. Section 9. Public water systems board --
composition -- operation -- allocation, (1) There is a
public water systems board composed of three members
appointed by the governor.

{2) The members are:

(a) one local government public works director;

(b) one public contractor with a Class A license and
with extensive experience in public water supply, sewer, or
drainage system projects; and

{(c) one professional engineer, as defined in
37-67-101, with extensive experience in public water supply,
sewer, or drainage system projects.

{3) Terms are 3 calendar years.

{4) Vacancies of unexpired terms must be Eilled within
30 days.

(5) A majority of the membership constitutes a quorum
to conduct business. A favorable vote of at least a majority
of all members is required to adopt any resclution, motion,
or other decision.

(6) The public water systems board is allccated to the
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department of commerce for administrative purposes only, as
prescribed in 2-15-121.

{7) The board may retain professicnal staff,
consultants, and advisers.

NEW SECTION. Section 10, Initial board appointment.
(1) Notwithstanding the provisions of [section 9], the
governor shall within 60 days Eollowing [the effective date
of this act] appeoint the initial board as follows:

{(a) one member must be appointed for a term of 1 year;

{b) one member must be appointed for a term of 2
years; and

{c) one member must be appointed for a term of 3
years.

(2) 1Initial beard terms commence on January 1, 1988.

Section 11, Section 15-%0-205, MCA, is amended to
read:

"15-50-20%. Additional license tax imposed. (1} In
addition to the fees enumerated in 37-71-204, each public
contractor, unless he constructs or works on a federal
research facility, shall pay to the department of revenue an
additional license fee in a sum equal to i% 2% of the gross
receipts, as defined in 15-50-101, from public contracts
during the income year for which the license is issued.

(2) The additicnal license fee shall be computed upon

the basis of the entire contract for each separate contract
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let by any of the public bodies as specified in
37-71-101(3).

{3) One-half of the additional license fee is eligible

for the tax credits that may be used by public contractors

under the provisions of 15-50-207. Fees retained or

collected by the state after the application of the tax

credits must be deposited in the general fund,.

(4) One-half of the additional license fee must be

deposited in the public water systems account asg provided

for in {section 3j}."

Section 12, Section 15-50-206, MCA, is amended to
read:

"15-50-206. Withholding license fee from payments —-—
refunds. (1) The prime contractor shall withhold the
additional % 2% license fee from payments to his
subcontractors and inform the department of revenue on
prescribed forms of the amount of the additional % 2%
license fee in his acccocunt to be allocated and transferred
to the subcontractor. The notification to transfer portions
of the additional 1% 2% license fee must be filed within 30
days after each payment is made to subcontractors. 1If any
prime contractor fails to file the required allocation and
transfer report at the time reguired by or wunder the
provisions of this chapter, a penalty computed at the rate

of 10% of the additional %% 2% license fee withheld from

-10-
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subcontractors shall be due from the prime contractor.

(2) The state, county, city, or any agency or
department thereof, as described in 37-71-101(3), for whem
the contractor is performing public work shall withhold, in
addition to other amounts withheld as provided by law, % 2%
of all payments due the contractor and shall transmit such
moneys to the department of revenue. In the event that the
4 2% of gross receipts, as defined in 15-50-101, is not
withheld as provided, the contractor shall make payment of
these amounts to the department within 30 days after the
date on which the contractor receives each increment of
payment for work performed by the contractar.

(3) Any overpayment of the #% 2% of gross receipts, as
defined in 15-50-101, withheld or paid by any contractor
hereunder shall be refunded by the department of revenue at
the end of the income year wupon written application
therefor."

Section 13. Section 15-50-207, MCA, is amended to
read:

"15-50~-207. <Credit against other taxes -- credit for

personal property taxes and certain fees. (1) ®he One-half

of the additional license fees withheld or otherwise paid as
provided herein may be used as a credit on the contractor's
corporation license tax provided for in chapter 31 of this

title or on the contractoer's income tax provided for in
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chapter 30, depending upon the type of tax the contractor is
required to pay under the laws of the state.

(2) Personal property taxes, fees in lieu of taxes on
motorcycles or quadricycles, or light vehicle license fees
as provided by 61-3-532 paid in Montana on any personal
property of the contractor which is used in the business of
the contracteor and is 1located within this state may be
credited against gne-half of the license fees required under
this c¢hapter. However, in computing the tax credit allowed
by this section against the contractor's corporation license
tax or income tax, the personal property tax or light
vehicle license fee credit against the license fees herein
required shall not be considered as license fees paid for
the purpose of such income tax or corporation license tax
credit.”

NEW SECTION. Section 14. Extension of authority., Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION. Section 15. Applicability. This act
applies to taxable years beginning after December 31, 1987.

-End-
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STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB496 , as introduced.

DESCRIPTION OF PROPOSED LEGISLATION: .

An act establishing a grant program for the construction of public water systems; funding the grant program through
an increase in the public contractor's tax; establishing a public water systems account and a public water systems
board; amending sections 15-50-205 through 15-50-207; and providing an applicability date.

ASSUMPTIONS:

1. The gross receipts of public contractors will be $288,800,000 in FY88 and $281,900,000 in FY89 (derived
from REAC estimates of public contractor's gross receipts tax revenue).

2. Public contractor tax credits will be $1,502,000 in FY88 and $1,466,000 in FY89 {(derived from REAC estimates
of public contractor's gross receipts tax revenue).

3. This proposal would apply to taxable years beginning after December 31, 1987. Therefore it would impact

public contractors tax collections for the second half of FY88 and all of FY89.

FISCAL IMPACT:

Revenue Impact: FY88 FY89
Current Law Proposed Law Difference Current Law Proposed Law Difference
Public Contractor's
Tax $ 1,386,000 $ 2,830,000 $ 1,444,000 $ 1,353,000 $ 4,172,000 $ 2,819,000

Total Revenue $ 1,386,000 $ 2,830,000 $ 1,444,000 $ 1,353,000 §$ 4,172,000 $ 2,819,000

Expenditures: *
Public Water
Systems Board $ 0 $ 196,718 $ 196,718 $ 0 $ 195,459 $ 195,459

* Expenditures for the Public Water Systems Board are paid from the Public Water Systems Account.

Fund Information

General Fund ' $ 1,386,000 $ 1,386,000 $ 0 $ 1,353,000 $ 1,353,000 $ 0
Public Water Sys-
tems Account $ 0 $ 1,444,000 $ 1,444,000 $ 0 $ 2,819,000 $ 2,819,000

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION:
This proposal does not specify whether the new tax would apply to projects already under construction on the

applicability date. The effective date of January 1, 1988 will make it difficult for the board to both set up
the new z;agram and award grants for FY88. Six months does not seem to be enough time for both activities.

/)zm Z /r/.#» - DATE }\/2/?7 o rarn 3 cdia, ate R /s

DAVID L. HUNTER, BUDGET DIRECTOR DOROTHY BRADLEY, PRIMARY SPONSOR
Office of Budget and Program Planning

Fiscal Note for HB496, as introduced.
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COMMITTEE TO 2ND READING

_Kowse BILL NO. of@h 1 (1) "Board" means the public water systems board
£ & g

INTRODUCED BY ﬁb:ndh. 4 C)/L 2 provided for in [section 9].
—;ELJMAA?{,éﬁbL41JE}; 3 {2) "Construction cost"™ means any cost, incurred after
A BILL FOR AN ACT ENTITLED: “AN ACT ESTABLISHING A GRANT 4 notice to proceed, of site preparation, on-site engineering
PROGRAM FOR THE CONSTRUCTION OF PUBLIC WATER SYSTEMS; 5 inspections and construction engineering activities,
FUNDING THE GRANT PROGRAM THROUGH AN INCREASE IM TRE PUBLIC 6 excavation, building, demolition, and repair and includes
CONTRACTOR'S  TAX; ESTABLISHING A PUBLIC WATER SYSTEMS 7 materials  and labor necessary for these purposes.
ACCOUNT AND A PUBLIC WATER SYSTEMS BOARD; AMENDING SECTIONS 8 Canstruction cost deces not include the cost of engineering
15-50-205 THRQUGH 15-50-207; AND PROVIDING AN APPLICAHILITY 9 or design work, feasibility studies, acquisition of land angd
DATE. " , 10 capital facilities, or any cost incurred pPrior to notice to
11 proceed.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 12 {3) "Grant cycle" means each calendar quarter during
NEW SECTION. Section 1. Purpose. The purposes  of 13 which applications for grants from the public water systems

(secticns 1 through 8] are to establish a grant program for 14 account are accepted.

construction of needed public water systems, including water 15 (4) "Local government" means a county, city, towa,
supply systems, sewer systems, and drainage systems; to i6 special improvement  district, County water or sewer
protect and enhance the gquality - of drinking water and 17 districe, or any other political subdivision of the state,
receiving waters; to reduce the burden on local taxpayers to 18 except a School district.

fund major public works projects; to create jobs and 19 (5) "Project" maans the construction, tepair,
stimulate economic activity by channeling taxes paid by 20 rehabilitation, reconstruction, replacement, or improvement
public contractors directly into construction projects; and 21 of a publlic water system.

to establish an efficient, cost-effective structure to 22 (6) "Public water system"” means a water supply system,
administer the graat program. ) 23 sewer system, or drainage system constructed, improved,

NEW SECTION. Sectien 2. Definitions. As used in 24 operated, or maintained by a iccal government .
[sections 1 through 8], the following definiticns apply: 25 NEW SECTION. Section 3. Public water systems account,
Z\a/ ‘" SECOND READING
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(1) There is a public water systems account within the
state special revenue fund established in 17-2-102. This
account must receive one-half of the public contractor
license tax provided for in 15-50-205.

{2} Interest earned by the public water systems
account accrues to that account,

(3) Money Erom the public water systems account may be
spent to provide grants to local governments for projects
and to pay the administrative expenses of the public water
systems board.

NEW SBQ!EQE; Section 4. Public water systems board --
chairman -- meetings -- compensation -- funding. {1) The
public water systems board, established 1in [section 9},
shall elect a chairman from among its members.

{2) The board shall meet within 1 month after the
conclusion of each grant cycle and may meet at any other
time as necessary or as called by the chairman or a majority
of the members.

{3} Members are entitled to receive §50 a day
compensation plus expenses, as provided in 2-18-501 through
2-18-503, for each day spent on official board business.

[4) The administrative and operating expenses of the
bocard wmust be paid from the public water systems account
provided for in [section 3].

NEW SECTION. Section 5. Powers of the board.  The
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board may:

{l1) retain professional staf€, consultants, and
advisers;

{2) adopt rules governing its proceedings and

determinations and the administration of [sections 1 through
8};

(3) award grants from the public water systems account
to local governments for public water system projects;

(4} enter into contractual arrangements with local
governments to specify the terms and conditions of grants:
angd

(5} accept grants and other funds to be deposited in
the public water systems account and used in carrying out
[sections 1 through 8].

NEW SECTICN. Section 6. Public water systems grant
program. {l1) Not later than 60 days before the end of a
grant cycle, the board shall advertise or otherwise give
public notice of the availability of grants to local
governments for public water system projects.

(2} A local government may apply to the board for a
grant to finance up to one-third of the construction cost of
a public water system project.

(3) The application must describe the propased
project, explain the need for the project, provide

information on projeet financing and the relationship of the

-4~
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proposed grant to that financing, and include any other
pertinent information required by the board.

(4) The board shall review and evaluate all
applications received within each grant cycle under the
eligibility requirements of {section i] and the evaluation
criteria of [section 8},

(5) . The board shall award those grants it considers
appropriate not later than 60 days after the conclusion of
the grant cycle.

{6) The board shall limit each grant awarded so that
the total amount of all grants received by a sponsor for a
project does not exceed one-third of the const}uction cost.

(7)) I1f a preject is not begun within 1 year after a
grant is awarded, funds granted but unexpended revert to the
public water systems account and become available for other
grants, unless otherwise specified by contractual
arrangement between the board and the grant recipient.

NEW SECTION. Section 7. Eligibility for grants.
(1) To be eligible to receive funds from the public water
systems grant pragram, a propogsed project must:

{a) conform to the definition of "project” in [section
2);

({b) be subject to competitive bidding among qualified
public contractors; and

(c}) be sponsored by a local government that has:
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(i) completed appropriate technical evatuations and
feasibility studies;

{ii} obtained necessary construction permits or
provided evidence that such permits are forthcoming; and

(fii) secured funding for all costs not proposed to be
paid from the grant.

{2) Proposals ineligible for grants include:

{a) engineering or feasibility studies intended to
determine if construction should proceed;

(b) projects that would otherwise receive the needed
grant from ancther source; and

(c) projects that propose to commence more than 1 year
after the grant award.

NEW SECTION. Section B. Evaluation criteria. (1} The
board shall evaluate projact applications and award grants
based on the degree to which the project:

{a) meets an emergency Or urgent public need;

{b) protects public health;

(c) conserves or enhances water guality:

(d) results in more efficient use of water;

(e¢) serves residents in a cost-effective manner;

(£) offers a 1long-term aolution to a public water
system need;

(g) demonstrates a new or innovative technology;: and

(h) serves a large population or a large number of

-6—
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communities.

(2) The board shall Further consider the degree to
which the grant:

ta} makes economically feasible a project that might
not otherwise be constructed;

{b) significantly expedites the commencement of a
construction project;

(Cc) generates matching funds from nonstate sources;

(d) creates jobs, baoth on a long-term and short-term
basis;

(e) stimulates employment in an area of high
unemployment ;

{f) serves 4 commupity that has exhausted other
potential funding sources that might have substituted for
the grant; and

{g) serves a community that is using all local revenue
sources that are reasonably available for funding public
water systems, taking intc consideration local economic
conditions,

(3) The board shall award grants to those projects
providing the maximum public benefits under the evaluation
criteria in this section. The board shall aﬁtempt to achieve
geographical distribution in awarding grants to the most
qualified projects.

(4) The bcard shall document its decigion on the
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awarding of grants. The documentation must consist of
written findings on each application awarded a grant or the
use of an objective scoring system, based on the evaluation
criteria in this section, that is wused to determine a
priority ranking for each eligible project application.

NEW SECTION. Section 9. Public water systems board --
composition -- operation -- allocation. (1) There is a
public water aystems board composed of three members
appointed by the governor.

{2) The members are:

{a) one local government public works director;

{b) one public contractor with a Class A license and
with extensive experience in public water supply, sewer, Of
drainage system projectsa; and

{c} one professional engineer, as defined in
37-67-101, with extensive experience in public water supply,
sewer, or drainage gystem projects,

{3} Terms are 3 calendar years.

{4) Vacancies of unexpired terms must be filled within
30 days.

{5) A majority of the membership constitutes a quorum
to conduct business. A favorable vote of at least a majority
of all members is required to adopt any resclution, motion,
or other decision.

{6} The public water systems board is allocated to the

_8_
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department of commerce for administrative purposes only, as
prescribed in 2-15-121.

{7) The board may retain professicnal staff,
consultants, and advisers.

NEW SECTION. Section 10, Initial beoard appointment,
{1) MNotwithdtanding the provisions of [section 9], the
governor shall within 60 days following (the effective date
of this act] appoint the initial board as follows:

(a) one member must be appointed for a term of 1 year;

{b} one member must be appointed for a term of 2
years; and

(c) one member must be appointed for a term of 3
years.

{2) Initial board terms commence on January 1, 1988.

Section 11. Section 15-50-205, MCA, 1is amended to
read:

"15-50-205. Additional license tax imposed, (1) In
addition to the fees enumerated in 37-71-204, each public
contractor, unless he constructs or works on a federal
research facility, shall pay to the department of revenue an
additional license fee in a sum equal to %% 2% of the gross
receipts, as defined in 15-50-101, from public contracts
during the income year for which the license is issued.

(2} The additicnal license fee shall be computed upon

the basis of the entire centract for each separate contract
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let by any of the public bodies as specified in
37-71-101(3).

{3) One-half of the additional license fee is eligible

for the tax credits that may be used by public conktractors

under the provisions of 15-50-207. Fees rectaineaed or

collected by the state after the application of the tax

credits must be deposited in the general Ffund.

{4} One-half of the additional license fee myust be

deposited in the public water systems account as provided

for in [section 3].”"

Section 12. Section 15-50-206, MCA, is amended to
read:

"15-50-206. Withholding license fee from payments --
refunds., (1) The prime contractor shall withhold the
additional % 2% license fee from payments to his
subcontractors and inform the department of revenue on
prescribed forms of the amount of the additional %% 2%
license fee in his account to be allocated and transferred
to the gubcontractor. The notification to transfer portions
of the additional %% 2% license fee must be filed within 130
days after each payment is made to subcontractors. If any
prime contractor fails to file the required allocation and
transfer report at the rtime required by or wunder the
provisions of cthis chapter, a penalty computed at the rate

of 10% of the additicnal 1% 2% license fee withheld from
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subcontractors shall be due from the prime contractor.

{2) The state, county, city, or any agency or
department thereof, as described in 37-71-101(13), for whom
the contractor is performing public work shall withhgld, in
addition to other amounts withheld as provided by law, i% 2%
of all payments due the contractor and shall transmit such
moneys to the department of revenue. In the event that the
% 2% of gress recéipts, as defined in 15-50-101, is not
withheld as provided, the contractor shall make payment of
these amounts to the department within 10 days after the
date on which the contractor receives each increment of
payment for work performed by the contractor.

(3) Any overpayment of the 1% 2% of gross receipts, as
defined in 15-50-101, withheld or paid by any contractor
hereunder shall be refunded by the department of revenue at
the end of the income year upon written application
therefor.”

Section 13. Section 15-50-207, MCA, is amended to
read:

"15-50-207, Credit against other taxes -- credit for

personal property taxes and certain fees. (1) Phe One-half

of the additional license fees withheld or otherwise paid as
provided herein may be used as a credit on the contractor's
corporation license tax provided for in chapter 31 of this

title or on the contractor's income tax provided for in
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chapter 30, depending upcn the type of tax the contractor lis
required to pay under the laws of the state.

(2) Personal property taxes; fees in lieu of taxes on
motorcycles or quadricycles, or light vehicle license fees
as provided by 61-3-532 paid in Montana on any personal

property of the contractor which is used in the business of

the contractor and is located within this state may be

credited against one-half of the license fees required under
this chapter. However, in computing the tax credit allowed
by this section against the contractor's corporation licepse
tax or income gax, the personal property tax or light
vehicle license fee credit against the license fees herein
required shall not be considered as license fees paid for

the purpose of such income tax or corporation license tax

credit.”

NEW SECTION. Section 14. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act |is
extended to the provisiona of this act.

NEW SECTION. Section 15. Applicability. Thisa act
applies to taxable years beginning after December 31, 1987.

-End-
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HOUSE BILL NO. 496

INTRODUCED BY BRADLEY, DRISCOLL, MCCALLUM, FARRELL, GRADY

A BILL FOR AN ACT ENTITLED: "AN ACT ESTABLISHING A GRANT
PROGRAM FOR THE CONSTRUCTION OF PUBLIC WATER SYSTEMS;
FUNDING THE GRANT PROGRAM THROUGH AN-INEREASE-IN-THE--PUBLIE

CONTRRETORLS--PAX A GROSS RECEIPTS TAX ON PUBLIC CONTRACTS;

ESTABLISHING A PUBLIC WATER SYSTEMS ACCOUNT AND A PUBLIC
WATER SYSTEMS BOARD; AMENDING 9Ee?¥eN3 SECTION 15-50-205

FHROUGH--15-56-263, MCA; AND PROVIDING AN APPLICABILITY
DATE."

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

NEW SECTION. Section 1. Purpose. The purposes of
[sections 1 through 8) are to establish a grant program for
construction of needed public water systems, including water
supply systems, sewer systems, and drainage systems; to
protect and enhance the gquality of drinking water and
receiving waters; to reduce the burden on local taxpayers to
fund major public works projects; to create jobs and
stimulate economic activity by channeling taxes paid by
public contractors directly into construction proiects; and
ta establish an efficient, cost-effective structure to
administer the grant program.

NEW SECTION, Section 2. Definitions, As used in

@Em Ltegisiative CouncH
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[sections 1 through 8], the following definitions apply:

{1} "“Board* means the public water systems board
provided for in [secticn 9].

{(2) r"Construction cost" means any cost, incurred after
notice to proceed, of site preparation, on-site engineering
inspections and construction engineering activities,
excavation, building, demolition, and repair and includes
materials and labor necessary for these purposes.
construction cost does not include the cost of engineering
or design work, feasibility studies, acquisition of land and
capital facilities, or any cost incurred prior to notice to
proceed.

{3) "Grant cycle" means each calendar guarter during
which applications for grants from the public water systems
account are accepted.

(4) ‘"Local government" means a county, city, town.,
special improvement district, county water or Sewer
district, or any other political subdivision of the state,
except a school district.

(5) "Project" means the construction, repalr.
rehabilitation, reconstruction, replacement, or improvement
of a public water system.

{6) "Public water system" means a water supply system,
sewer system, or drainage system constructed, improved,

operated, or maintained by a local government.

-2- HB 496
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REW SECTION. Section 3. Public water systems account.

(1) There is a public water systems account within the state’

special revenue Ffund established in 17-2-102. This account
must receive ane-half-of-the-public-contracksr—-iticenase ALL

REVENUE FROM THE GROSS RECEIPTS tax provided £or 1in

15-50-205.

{2) Interest earned by the public water systems
account accrues to that account.

{3) Money from the public water systems account may be
spent to provide grants te local governments for projects
and to pay the administrative expenses of the public water
systems board.

NEW SECTION. Section 4. Public water systems board --
chairman -- meetings -- compensation -- funding., (1) The
public water systems board, established in [section 9],
shall elect a chairman from among its members.

{2) The board shall meet within 1 month after the
conclusion of each grant cycle and may meet at any other
time as necessary or as called by the chairman or a majority
of the members.

(3) Members are entitled to receive $50 a day
compensation plus expenses, as provided in 2-1B-501 through
2-18-503, for each day spent on official board business.

(4) The administrative and operating expenses of the

board must be paid from the public water systems account

-3- HB 496
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provided for in [sectiaon 3].

NEW SECTION. Section 5. Powers of the board. The
board may:

(1) retain professional staff, consultants, and
advisers;

(2) adopt rules governing its proceedings and
determinations and the administration of [sections 1 through
8];

(3) award grants from the public water systems account
to local governments for public water system projects:

{4) enter intc contractual arrangements with local
governments to specify the terms and conditions of grants;
and

{5) accept grants and other funds to be deposited in
the public water systems account and used in carrying out
{sections 1 through 8],

NEW SECTION. Section 6. Public water systems grant
pragram. (1) Not later than 60 days before the end of a
grant cycle, the board shall advertise or otherwise give
public notice of the availability of grants to 1local
governments for public water system projects.

(2) A local government may apply tc the board for a
grant to finance up to one-third of the construction cost of
a public water system project.

{3) The application must describe the proposed
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project, explain the need for the project, provide
information on project financing and the relationship of the
propegsed grant to that financing, and inciude any other
pertinent information required by the board.

{(4) The board shall review and evaluate all
applications received within each grant cycle under the
eligibility requirements of [section 7] and the evaluation
criteria of (section 8].

{5) The board shall award those grants it considers
appropriate not later than 60 days after the conclusion of
the grant cycle.

{6) The board shall limit each grant awarded so that
the total amount of all grants received by a sponsor for a
project does not exceed one-third of the construction cost.

(7) If a project is not begun within 1 vyear after a
grant is awarded, funds granted but unexpended revert to the
public water systems account and become available for other
grants, unless otherwise specified by contractual
arrangement between the board and the grant recipient.

NEW SECTION. Section 7. Eligibility for grants,
(1) To be eligible to receive funds from the public water
systems grant program, a proposed project must:

ta) conform to the definition of "project" in [section
21;

(b) be subject to competitive bidding among qualified

-5- HB 496
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public contractors; and

(¢) be sponsored by a local government that has:

(i) completed appropriate technical evaluations and
feasibility studies;

{ii) obtained necessary construction permits or
provided evidence that such permits are forthcoming; and

{iii) secured funding for all costs not proposed to be
paid from the grant.

(2) Proposals ineligible for grants include:

{a) engineering or feasibility studies intended to
determine if construction should proceed;

{b) projects that would otherwise receive the needed
grant from another source; and

(c) projects that propose to commence more than 1 year
after the grant award.

NEW _SECTION. Section 8. Evaluation criteria. {1) The
board shall evaluate project applications and award grants
based on the degree to which the project:

(a) meets an emergency or urgent public need;

(b) protects public health;

(c) conserves or enhances water quality;

{d) results in more efficient use of water;

(e} serves residents in a cost-effective manner;

(f) offers a long-term solution to a public water

system need;
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{g) demonstrates a new or innovative technology; and

(h)y serves a large population or a large number of
communities.

(2) The board shall further consider the degree to
which the grant:

(a) makes economically feasible a project that might
not otherwise be constructed;

(b) significantly expedites the commencement of a
construction project;

{c) generates matching funds from nonstate sources;

(d) creates jobs, bceth on a long-term and short-term
basis;

{e) stimulates employment in an area of high
unemployment;

(E) serves a community that has exhausted other
potential funding sources that might have substituted for
the grant; and

{g) serves a community that is using all local revenue
sources that are reasonably available for funding public
water aysatems, taking into consideration local economic
conditions.

{3) The board shall award grants to those projects
providing the maximum public benefits under the evaluation
criteria in this section. The board shall attempt to achieve

geographical distribution in awarding grants to the most
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qualified projects.

{4) The board shall document its decision on the
awarding of grants. The documentation must consist of
written findings on each application awarded a grant or the
use of an objective scoring system, based on the evaluation
criteria in this section, that is wused to determine a
priority ranking for each eligible project application.

NEW SECTION. Section 9. Public water systems board --
composition -- operation =-- allocation. (1) There is a
public water systems board composed of three members
appointed by the governor.

{2) The memhers are:

{a) one lo¢al government public works director;

{b) one public contracteor with a Class A 1license and
with extensive experience in public water supply, sewer, or
drainage system projects; and

{c) one professional engineer, as defined in
37-67~101, with extensive experience in public water supply,
sewer, or drainage system projects.

(3) Terms are 3 calendar years.

(4) Vacancies of unexpired terms must be filled within
30 days.

{5) A majority of the membership constitutes a quorum
to conduct business. A favorable vote of at least a majority

of all members is required to adopt any resclution, motion,

-8- HB 496
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or other decision.

{6} The public¢ water systems board is allocated to the
department of commerce for administrative purposes only, as
prescribed in 2~15-121.

(7) The board may retain professional staff,
congultants, and advisers.

NEW SECTION. Section 10, 1Initial board appointment,
(1) Notwithstanding the provisions of [section 9], the
governor shall within 60 days following [the effective date
cf this act] appoint the initial board as follows:

{a) one member must be appointed for a term of 1 year;

(b) one member must be appointed for a term of 2
years; and

{c} cne member must be appointed for a term of 3
years.

(2) 1Initial board terms commence on January 1, 1988.

Section 11. Section 15-50-205, MCA, is amended to
read:

"15-50-205. Additional license tax AND GROSS RECEIPTS

TAX imposed. (1) In addition to the fees enumerated in
37-71-204, each public contractor, unless he constructs or
works on a federal research facility, shall pay to the
department of revenue:

{R} an additional license fee in a sum equal to 3% 2%

1% of the gross receipts, as defined in 15-50-101, from
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public contracts during the income vyear for which the
license is issued; AND

(B).
{2) The additional license fee AND THE GROSS RECEIPTS

TAX shall be computed upon the basis of the entire contract
for each separate contract let by any of the public bodies
as specified in 37-71-101(3}.

{3) ©ne-half-of-the THE additional license fee is

eligible for the tax credits that may be used by public

contractors under the provisions of 15-50-207. Fees retained

or collected by the state after the application of the tax

credits must be deposited in the general fund.

(4) ©One-haitf--eof--the-addittonal-lticense-fee THE GROSS

RECEIPTS TAX must be deposited in the public water systems

account as provided for in [secticn 3]."

Section-12:--Section-—-15-50-2867--MEA;--is—-amended-—to
reads

235-58-206<--Withholding-ticense-fee-from--payments——--
refunds:-—-{i¥--FThe--prime--contractor—-shaiit--withhotd--the
additionat--i% 2% ticense--fee--from---payments---to-—--his
sdbeantraceoras-—and--inform-—the--department--af-—-revenue-on
preseribed-forms-of-the--amount—-of-~the--additionat--1% 2%
Tteense-—fee--in-his-account-to-be-alltocated-and-transferred
to-tha-subcontractor:—Fhe-notification-to-transfer-—-portions

of-—the-additional-1% 2% iicense-fee-must-be-fited-within-36
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days-after-each-payment-is-made-to-subecontractors.---Ff--any
prine—hcoﬁtraetor‘-fa&ia—te-Eiie-the-fequired-aiiocation—and
transfer-report--at-—the--time--required--by--or--under--the
provisions--of--this-chapter;-a-penalty-computed-at-the-rate
ef-106N-of-the-additionai-1% 24 license--fee--withheld--frem
subcsntractors-shalti-be-due-from-the-prime-contractors

¢2}--Fhe---state;—--countyy--cityy--or--any--agency--or
department-therecfr-as-deseribed-in-3%-73-103¢3)7; Eor—-whem
the--contracter-is-performing-public-work-shall-withhatdr-in
addition-to-other-amounts-withheld-as-provided-by-iaw;-1% 2%
of-ati-payments-due-the-contractar-and-shati--transmit--such
moneys——-to--the-department-of -revenue:-In-the-event-that-the
% 2§ of-grosa-receiptass-as-defined--in--15-568-1037—-is——not
withheld--as--provided;-the-contractor-shati-meke-payment-of
these-amounts-to-the-department-within--36--days——afrer——the
date-—on--which--the--centracteor-—receives-each-increment-of
payment—for-work-performed-by-the-contracters

+3y--Any-overpayment-of-the-1% 2% of-gross-receiptar—as
defined-in-15-50-1617-withheld-or--patd--by--any--contractor
hereunder--shatli-be-refunded-by-the-department—cf-revenune-at
the--end--eof--the-~income--year--upon--written--—-apptication
therefors®*

Section-13:--Section--15-56-20F37-~MEA7-~is--amended--to
readr

135-59-207:~-Eredit—against-other-taxes————— eredit--Eor
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personal—-praperty-taxes-and-certain-feess——{ti}-Fhe One-haif
of -the additionat-iicenss-fees-withheld-or-otharwise-patd-as
provided-herein-may-be-used-as-a-credie-on-the-—contractorts
eorporation——1icenae——hai—previded—iar-in-chapber-ai—of-ehis
titte-or-on-the-contractoris--income--tax—-provided--for--in
chapter-387-depending-upon—the-type-cf-rax-the-contracter-is
required-to-pay-under-the-taws-of-the-state~

t2)y——-Personai--preperty-taxesy—£ees-in-rien-of-taxes-on
motoreycltes-or-quadricyctes;-or-tight-vehicie-license—-fees
as--provided--by~--61-3-532--patd--in-Mentana-on-any-persocnai
property-of-the-contractor-which-ia-used-in-the-business--of
the--contractor--and--is--located--within-—-this-stake-may-be
eredited-againat one-haif-of the-license-fees-required-under
this-chapter--Howevers-in-computing-the-tax—-credit--alitowed
by-this-section-against-the-contractor's-corporation—-iicense
tax——-or--ineome-——tar;—-tha--paraonal--property—-tax-or-tight
vehicie-license-fee-credit-against-the-license--fees--herein
required--shati--not--be-constdered-as-ticense-fees-paid-for
the-purpose-of-such-income-tax-or--corporation--ticense--tax
credits2

NEW SECTION., Section 12. Extension of authority. Any
existing authority of the department of revenue to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

NEW SECTION., Section 13. Applicability. This act

=12~ HB 496



1

applies

HB 0496/02

to taxable years beginning after December 31, 1987.

-End-
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