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BILL NO • .-!~.# 

-S.~~~./0-
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 THROUGH 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 l through 81 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 

lsections 1 through 8], the following definitions apply: 
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(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. 

{4l "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 
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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. 

NE~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 official 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 

-3-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l] 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0213/01 

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 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 l 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 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 proposed 

project, explain the need for the project, provide 

information on project financing and the relationship of the 
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proposed grant to that financing, and include any other 

pertinent information required by the boa~d. 

(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 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 from the public water 

systems grant program, a proposed 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 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; 

{g) demonstrates a new or innovative technology; and 

(h) serves a large population or a large number of 
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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, both on a long-term and short-term 

basis; 

(e) stimulates employment in 

unemployment; 

an area of high 

(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 unde[ the evaluation 

criteria in this section. The board shall attempt to achieve 

geographical distribution in awa[ding grants to the most 

qualified projects. 

(4) The board shall document its decision on the 
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awarding of grants. The documentation must consist of 

written findings an 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 

public water 

operation -- allocation. 

systems board composed of 

appointed by the governor. 

(2) The members are: 

(1) There is a 

three members 

(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 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 resolution, motion, 

or other decision. 

(6) The public water systems board is allocated to the 
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department of commerce for administrative purposes only, as 

prescribed in 2-15-121. 

(7) The board may retain professional staff, 

consultants, and advisers. 

NEW SECTION. Section 10. Initial board appointment. 

(1) Notwithstanding 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 l 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, is 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 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 additional 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 as provided 

for in {section 3]." 

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

read: 

"15-50-206. 

refunds. (1) The 

additional Y% 

subcontractors and 

prescribed forms 

Withholding license 

prime contractor 

fee from payments -

shall withhold the 

2! license fee from payments to his 

inform the department of revenue on 

of the amount of the additional l% 2% 

license fee in his account to be allocated and transferred 

to the subcontractor~ The notification to transfer portions 

of the additional i% 2% license fee must be filed within 30 

days after each payment is made to subcontractors4 If any 

prime contractor fails to file the required allocation and 

transfer report at the time required by or under the 

provisions of this chapter, a penalty computed at the rate 

of 10% of the additional i' 2\ license fee withheld from 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

LC 0213/01 

subcontractors shall be due from the prime contractor. 

(2) The state, county, city, or any agency or 

department thereof, as described in 37-71-lOl(J)L for whom 

the cont~actor is performing public work shall withhold, in 

addition to other amounts withheld as provided by law, ~% ~ 

of all payments due the contractor and shall transmit such 

moneys to the department of revenue. In the event that the 

l% 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 contractor. 

(3) Any overpayment of the t' 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) ~~e One-half 

~f the additional license fees withheld or otherwise paid as 

23 provided herein may be used as a credit on the contractor's 

24 corporation license tax provided for in chapter 31 of this 

25 title or on the contractor'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. 

12) 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 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 estaDi1sn1ng 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: 

Public Contractor's 
Tax 

Total Revenue 

Expenditures: * 
Public Water 

Systems Board 

FY88 
Current Law Proposed Law Difference 

$ 1,386,000 $ 2,830,000 $ 1,444,000 
$ 1,386,000 $ 2,830,000 $ 1,444,000 

$ 0 $ 196,718 $ 196,718 

FY89 
Current Law Proposed Law Difference 

$ 1,353,000 $ 4,172,000 $ 2,819,000 
$ 1,353,000 $ 4,172,000 $ 2,819,000 

$ 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-

terns 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 ~t~r~a~~~~ntsD:::~;~~ months does not see=~.:~::::~t~.:~:r.:oth act::::i~s~~ 
DA"VID L. HUNTER, ]~(JDGET "DIRECTOR r ; DOROTHY BRADLEY, PRIMARY SPONSOR ' 
Office of Budget and Program Planning 

Fiscal Note for HB496, as introduced. 
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A BILL FOR AN ACT ENTITLED: "AN ACT ESTABLISHING A GRANT 

PROGRAM FOR THE CONSTRUCTION OF PUBLIC HATER 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 APPLICAHILITY 

DATE." 

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

NEW _SECTION. Section l. Purpose. The purposss of 

(sections l through 81 are to establish a grant program for 

construction of needed public water systems, i.ncluding 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. 

NE'W _§ECTlON!. Section 2. Definitions. As used 1n 

(sections 1 through SJ, the following def1nitions apply: 
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(l) "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, 

e~cavation. 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) 
11 Grant cycle" means each calendar qudrter dur1nq 

which applications for grants from the public water systems 

account are accepted. 

14) ''Local government'' means a county, city, to....-<,, 

special improvement district, COllnty water or sewer 

district, or any other pol1tical subdivision of the state, 

except a ~chovl district. 

('i) "Project 11 
m~ans the construction, repair, 

ret1abllitation, reconstruction, repldceruent, or improvement 

of a publ1c water system. 

{6) ''Public water system'' means a water supply systPm, 

sewer system, or dra1nage system constructed, improved, 

ope[~ted, or ffidinta1ned by a local government. 

NE~-~~~..:.. Sect 1on ] • Pubi ic -water systems account. 

-2- 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 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 SE~TION. 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 mee~ within 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 

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 professional staff, consu 1 tants, 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 arran9ements 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 grdnt 

pro9ram. ( l) 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. 

12) A local government may apply to the board for a 

grant to finance up to one-third of the const[uction cost of 

a public wate[ system project. 

( 3) The application 

project, explain the 

must 

need 

describe the 

for tne project, 

proposed 

provide 

information on projeax financing and the relationship of the 

-4-



1 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

l 4 

15 

16 

17 

18 

19 

20 

21 

22 

2] 

24 

25 

LC 0213/01 

proposed grant to that financingr and include any other 

pertinent information required by the board. 

( 41 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. 

171 If a project 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 program, a proposed project must: 

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

2 I; 

(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 evidenGe 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. 

NE~_~CTION. Section 8. Evaluation criteria. (1) The 

board shall evaluate projnct application~ and award grants 

based on the degree to which th~ proj~ct: 

(a) meets an emergency or urgent public need; 

(b) protects public h~alth; 

(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; 

(g) demonstrates a new or innovative technology; and 

(hj serves a large population or a large number of 
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communities. 

(2) The board shall further consider the degr~e to 

which the grant: 

Ia} 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~ both on a long-term and short-term 

basis; 

(e) stimulates employment in 

unemployment: 

an area of high 

(f) serves a community that has exhausted other 

potential funding sources that might havP 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, 

conditions. 

taking into consideration local economic 

(3) The board shall award grants to those projects 

providin9 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 

qualified 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_g~_'!'_!ON~ Sect ion 9. Public water systems board 

composition operation allocation. ( 1) There is a 

public water systems board composed of three 

appointed by the governor. 

(2) The members are: 

{a) one local government public works director: 

members 

(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 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 resolution, motion, 

or other decision. 

{6} The public water systems board is allocated to the 
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department of commerce for administrative purposes only, as 

prescribed in 2-15-121. 

(7) The board may retain professional staff, 

consultants, and advisers. 

NEW SECTION. Section 10. Initial board appointment. 

(l) Notwithstanding the provisions of (section 91, 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 m~st 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 l, 1988. 

Section 11. Section 15-50-205, MCA, is 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 dn 

additional license fee in a sum equal to ±t 2\ of the gross 

receipts~ as defined 1n 15-50-101, from public contracts 

during the income year for which the license is issued. 

(2) The additional license fee shall be computed upon 

the basis of the entire contract for each separate contrdct 
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specified in 

(3J 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 as provided 

for in (section 3]." 

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

read: 

"15-50-206. 

refunds. (1) The 

additional u 

Withholding license 

prime contractor 

fee from payments -

shall withhold the 

2\ licen~e fee from payments to his 

subcontractors and inform the department of revenue on 

prescribed forms of the amount of the additional it 2\ 

license fee in his account to be allocated and transferred 

to the ~ubcontractor. The notification to transfer portions 

of the additional ±t 1! license fee must be filed ~ithin 30 

days after each payment is made to subcontractors. If any 

prime contractor fails to file the required allocation and 

transfer report at the time required by or under the 

provislons of th1s chapter. a p~nalty computed at the cat~ 

of 10\ of the additional i' 2\ license fee withheld from 

-to-
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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-lOl(l)L for whom 

the contractor is performing public work shall withhold, 10 

addition to other amounts withheld as provided by law, ~% ~! 

of all payments due the contractor and shall transmit such 

moneys to the department of revenue. In the event that the 

i' ~ of 9ross 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 increm~nt of 

payment for work performed by the contractor. 

(3) Any overpayment of the i% 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) ~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 Jl of this 

title or on the contractor's income tax provided for in 

-11-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

LC 02ll/01 

chapter 30, depending upon the type of tax the contractor is 

required to pay under the laws of the state. 

(2) Personal property taxesi 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 p@rsonal 

prop@rty of the contractor which is used in the business of 

the contractor and is located within this state may be 

credited against one-half ot the license fees required under 

this chapter. 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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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-fNBRBASB-fN-~HB--PSBbfB 

eeN~RAB~R~S--~AM A GROSS RECEIPTS TAX ON PUBLIC CONTRACTS; 

ESTABLISHING A PUBLIC WATER SYSTEMS ACCOUNT AND A PUBLIC 

WATER SYSTEMS BOARD; AMENDING SBB~f6NS SECTION 15-50-205 

~HR666H--t5-58-i8~, 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 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 

~~ L .. l .. •<l•o CoundO 
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(sections 1 through 8], the following definitions apply: 

(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 engineerin9 

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 const[ucted, improved, 

operated, or maintained by a local government. 
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NEW SECTION. Section 3. Public water systems account. 

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

special revenue fund established in 17-2-102. This account 

must receive efte-haif-of-the-p~blic-eantrae~er--lie~n8e ALL 

REVENUE FROM THE GROSS RECEIPTS tax provided for in 

15-50-205. 

(2) Interest earned by the public water 

account accrues to that account. 

systems 

(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 

public water systems 

compensation -- funding. (1) 

board, established in [section 

The 

9 I, 

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 

board must be paid from the public water systems account 
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NEW SECTION. Section 5. Powers 

board may: 

HB 0496/02 

of the board. The 

(1) retain professional 

advisers; 

staff, consultants, and 

( 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; 

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 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. 

13) 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 

proposed grant to that financing, and include any other 

pertinent information required by the board. 

(4) The board shall review and 

applications received within each grant 

evaluate all 

cycle under the 

eligibility requirements of [section 71 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 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 program, a proposed project must: 

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

21; 

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

(c) be sponsored.by a local government that has: 

(i) completed appropriate technical evaluations and 

feasibility studies: 

or (ii) obtained necessary construction permits 

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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(9) demonstrates a new or innovative technology; and 

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

communities. 

(2) The board shall further consider the degree to 

which the g~ant: 

(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, both on a long-term and short-term 

basis; 

(e) stimulates 

unemployment; 

employment in an area of high 

(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 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 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 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 resolution, motion, 

-8- HB 496 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0496/02 

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, 

consultants, and advisers. 

NEW SECTION. Section 10. Initial board appointment. 

(1) Notwithstanding the provisions of [section 9], the 

governor shall within 60 days following [the effective date 

of this act] appoint the initial board as follows: 

I a I 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. 

I 2 I Initial board terms commence on January l, 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~ 

~ an additional license fee in a sum equal to i' ~' 

!! of the gross receipts, as defined in 15-50-101, from 
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public contracts during the income year for which the 

license is issued; AND 

1.!!1· 
(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) ene-h8l!-ef-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) 9ft@-half--ef--~h@-additieftal-lie@ftse-fee THE GROSS 

RECEIPTS TAX must be deposited in the public water systems 

account as provided for in [sect ion 3). 11 

Seetieft-i~.--seetieft--iS-58-%96 7--MeA7--is--amended--te 

read~ 

·~s-s&-i96o--Withho%din9-~ieeftse-£ee-£rom--paymeftt~---

ref~nda•---t~t--The--prime--eon~raeteP--shai~--wiehho~d--~he 

additienal--~t ~~ %ieense--fee--£rom---payments---to---hi~ 

s~beontraetors--and--inform--the--department--of--reven~e-on 

preseribed-ferms-of-the--amouft~--of--the--additional--lt ~' 

iieense--£ee--in-his-aeeetlftt-to-~e-8iloeated-and-trans£erred 

te-the-sttbcontraetoro-~he-notifieation-to-tr8ns£er--portions 

o£--tne-additionai-1% i' liceftse-fee-m~st-be-ftled-within-36 
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days-af~e~-eaeh-paymen~-is-made-te-subeontraetors~---%r--any 

prime--eentraetor--raiia-te-file-tfte-re~~ire~-a%%oeation-and 

transfer-report--at--the--time--req~ired--by--or--under--tfte 

pro•isions--ef--this-eftapterT-a-pena~ty-eemp~ted-at-the-rate 

o~-% 9 t -of- tfte-addit io na%- :1: It! it %ieens e-- fee--witft.h-e ld-- f rolft 

sabeontraetor·s-sha%%-be-dae-!roM-the-priae-eontraetoro 

tit--•he---state7---coanty,--cityT--or--any--ageney--or 

department-tftereofT-as-deseribed-in-3T-Tl-i8it3tL for--whom 

the--eontraetor-ie-performing-pablic-work-sfta%%-withheidT-in 

addition-to-other-amoants-withhe%d-as-provided-by-law7 -i' 2' 

of-ai%-~ayments-d~e-~he-eefttPaete~-and-shei%--transmit--s~ch 

meneys--te--the-department-of-reven~e.-in-the-event-that-the 

it it ef-gress-~ec~iptsT-a~-def%ned--in--i5-59-i9iT--is--net 

withheid--as--provided7-the-eontraeter-sha%i-aa~e-payment-of 

the!!le-amo~nts-te-the-department-within--:te--days--a-£ter--the 

date--en--whieh--the--eentraetor--Peeeives-each-inerement-o£ 

payment-!or-werk-performed-by-the-contraeteP• 

t3t--Any-overpaymen·t:-o£-the-it it of-gross-receipti!IT-1!1!1 

defi~ed-i~-15-59-i&iy-withheld-or--paid--by--any--eontraetor 

here~nder--shaii-be-ref~nded-by-the-department-of-reven~e-at: 

the--end--o£--the--~neeme--year--bpen--written---appiication 

thereEerT• 

Seetion-l3~--Seetion--t5-59-i9T7--MeAy--is--amended--to 

read~ 

•rs-se-2&7.--eredit-agaiftst-ether-taxes-----credit--for 
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personal--property-taxes-and-eertain-fees~--ttt-~he ene-half 

of-the additionai-iicense-fees-withheid-or-otherwise-paid-as 

pPevided-herein-may-ee-~sed-as-a-eredi~-on-the--contraeterLs 

eorpera~ion--iicense--eax-proYided-~er-in-ehapeer-3%-ef-this 

~ieie-er-on-the-eoneraetorLs--ineome--tax--provided--~or--in 

ehapter-3&7-depend.ing-~pen-the-eype-er-tax-ehe-eontrae~er-~s 

required-te-pay-under-the-laws-o£-the-state. 

tit--Persenai--pre~erey-eaxes7-fees-in-i~en-of-~exes-on 

motoreye~es-or-q~adricycies7-or-light-~ehicie--!icense--fees 

as--provifted--by--6i-3-53i--paid--in-Montana-on-any-personai 

~roperty-of-the-eontrae~or-whieh-i!!l-~sed-in-the-bnsiness--o£ 

the--eontraetor--and--is--ioeated--within--this-state-aay-be 

eredited-agaiftet Ofte-haif-of the-lieense-fees-req~ired-nnder 

this-ehapter.-Howevery-in-eomp~ting-the-tax--eredit--ailowed 

by-this-seetion-against-the-coneractorLs-corporation-iieense 

tax--or--ineome--tax,--the--personai--pre~erty--tax-or-light 

Yehicie-license-fee-eredit-against-tfte-iieense--fees--hereift 

req~ired--sftaii--net--be-eonsidered-as-!ieense-Eees-paid-!or 

tfte-purpose-of-snch-income-tax-or--eorperation--iieense--tax 

e~editT• 

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 
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