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INT UCED BRY

A BILL FOR AN ACT ENTITLED: "“AN ACT TQO GENERALLY REVISE THE
LAWS RELATING TO PROPERTY UNDER A TAX PROTEST OCR APPEAL
PROCEEDING; ALLOWING A TAXING UKIT TO EXCLUDE THE TAXABLE
VALUE OF PROPERTY SUBJECT TO A TAX PROTEST IN FIXING LEVIES;
MAKING INTEREST ON PROTESTED TAXES A STATE RESPONSIBILITY;
ALLOWING FOR BOND ISSUES WITHOUT AN ELECTION TO REPAY LOST
TAX PROTESTS:; EXCLUDING TAX PROTEST REPAYMENT BONDS FROM THE
LIMITATIONS ON THE AMOUNT OF BONDED INDEBTEDNESS; AMENDING
SECTIONS 2-9-316, 7-6-2321, 7-6-4232, 7-7-2202, 7-7-2203,
7-7-2221, 7-7-4101, 7-7-4201, 7-7-4221, 15-1-402, 15-10-202,
15-10-412, 20-9-142, 20-9-403, 20-9-406, AND 20-9-421, MCA;
BAND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE

APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 7-6-2321, MCA, is amended to read:
“j—-6-2321. PFixing of tax levy. (1) On the second

Monday in August and after the approval and adoption ¢f the

final budget, the board of county commissioners shall fix

the tax levy for each fund at a rate which will raise the
amount set out in the budget as the amount necessary to be

raised by tax levy for the fund during the current fiscal
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year. The Except as provided in subsection (2), the taxable

valuation of the county for the current fiscal year shall be
the basis for determining the amount cof the tax levy for
each fund. Each tax levy shall be 2t a rate no higher than
is required on that basis, without including any amcunt for
anticipated tax delingquency, to produce the amount set out
in the budget, without including any amount for anticipated
tax delinguency, as being the amount to be raised by tax
levy.

{2) The taxable value of property that is the subject

of a property tax protest or appeal as of the first Monday

in August may be excluded from_ the county's taxable

valuation if the taxable value of all of the property under

protest or appeal exceeds 5% of the county's total taxable

valuation.
£23(3 The tax levy shall be made 1in the manner

provided by 15-10-201."

Section 2. Section 7-6-4232, MCA, is amended to read:

®7-6-4232. Fixing of tax 1levy. (1) ©On the second
Monday in August and after the approval and adoption of the
final budget, the council shall fix the tax levy for each
fund at a rate, not exceeding limits prescribed by law,
which will raise the amount set cut in the budget as the
amount necessary to be raised by tax levy for tnat fund

during the current fiscal year. The Except as provided in
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subsections {2) and (3), the taxable valuation of the city

for the current fiscal year shall be the basis for
determining the amount of the tax levy faor each fund, and
each  tax levy shall be at a rate no higher than is required
on that basis, without including any amount for anticipated
tax delinguency, to railse the amount set out in the budget.

(2) If the council considers that a levy made for a
bond sinking or interest fund will not provide a sufficient
amount to pay all bond principal and interest becoming due
during the current fiscal year or within & months after the
current fiscal year because of anticipated tax delinguency,
the council may fix the levy at a rate it considers
necessary to raise the amount for making the payments of
principal and interest over and above the anticipated tax
delinguency.

{3} The taxable value of property that is th subject

of a property tax protest or appeal as of the first Monday

in August may be excluded from the city's taxable valuation

if the taxable value of all of the property under protest or

appeal exceeds 5% of the city's total taxable valuation.

t3}+14} Each levy shall be made in the manner provided
by 15-10-201."

Section 3. section 20-9-142, MCA, is amended to read:
"20-9-142. Fixing and levying taxes by board of county

commis.ioners, (1) On the second Monday in August, the
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county superintendent shall place before the board of county
commissioners the final adopted budget of the district and
any emergency budget adopted by the district during the

previous school fiscal year. ¥t Except as provided in

subsection (2), it shall be the duty of the board of county

commissioners to Eix and levy on all the taxable wvalue of
all the real and personal property within the district all
district and county taxation required to finance, within the
limitations provided by 1law, the final budget and any
emergency budget of the district.

(2} The taxable value of property that is the subject

of a property tax protest or appeal as of the first Monday

in August may be excluded from the district's taxable

valuation upon notification to the board of county

commissioners by the school district trustees if the taxable

value of all of the property under protest or appeal exceeds

5% of the district's total taxable valuation.”

Section 4. Section 15-10-202, MCA, is amended to read:

"15-10-202. Certification of taxable wvalues and
millage rates. (1) At the time that the assessment roll is
prepared and published, the department of revenue shall
certify to each taxing authority the taxable value within
the jurisdiction of the taxing authority. The department
shall also send to each taxing authority a written statement

of its best estimate of the total assessed value of all new
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construction and improvements not included on the previous
assessment roll and the value of deletioans from the previous
assessment roll. Exclusive of such new construction,

improvements, and deletions and of the taxable value of

property that is the subject of a protest or appeal in

accordance with 7-6-2321, 7-6-4232, or 20-9-142, the

department shall certify to each taxing authority a millage
rate which will provide the same ad valorem revenue for each
taxing authority as was levied during the prior year. For
the purpose of calculating the certified millage, the
department shall wuse 95% of the taxable value appearing on
the roll, exclusive of properties appearing for the first

time on the assessment roll.

{(2) A taxing authority shall inform the department and

the beoard of county commissioners in writing on or before

July 15 iE it wishes to exclude the taxable wvalue of

property subiject to a tax appeal or tax protest from its

taxable wvaluation pursuant to 7-6-2321, 7-6-4232, or

20-9-142."
Section 5. section 15-1-402, MCA, is amended to read:
"15-1-402. Payment of taxes under protest -- action to
recover. (1) The person upon whom a tax or license fee is
being imposed may proceed under 15-1-406 or may, before the
tax or license fee becomes delinquent, pay under written

protest that portion of the tax or license fee protested.
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The payment must:

(a) be made to the officer designated and authorized
to ¢ollect it;

{b) specify the grounds of protest; and

{c} not exceed the difference between the payment for
the immediately preceding tax year and the amount owing in
the tax year protested unless a different amount results
from the specified grounds of protest, which grounds may
include but are not limited to changes in assessment due to
reappraisal under 15-7-111.

{2) After having exhausted the administrative appeals
available under Title 15, chapters 2 and 15, a person or his
legal representative may bring an action in any court of
competent jurisdiction against the officers to whom said tax
or license fee was paid or against the county or
municipality in whose bebalf the same was collected and the
department of revenue.

(3) Both the officers to whom the tax or license fee
was paid or the county or municipality in whose behalf the
game was collected and the department of revenue must Dbe
served with timely summons and complaint within the time
prescribed.

(4) Any Bn action instituted to recover any such
portions of tax or license fee paid under protest shat® must

be commenced and summons timely served within &0 days after

_6_
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the date of the final decision of the state tax appeal
board.

{5) When--any If a protested tax or license fee is
payable in installments, them-amy a subseguent installment
portion considered unlawful by the state tax appeal board
need not be paid and no action or suit need be commenced to
recover the--samer--but the subsequent installment. The
determination of the action or suit commenced to recover the
first installment portion paid under protest shail-decermine
determines the right of the party paying such subsequent
installment to have the same or any part thereof refunded to
him or the right of the taxing authority to collect a
subseguent installment not paid by the taxpayer plus
interest from the date the subsequent installment was due.

(6) All portiems-of taxes and license fees paid under
protest to a county or municlpality shali must be deposited
by the treasurer of the county or municipality to the credit
of a special fund to be designated as a protest fund and
sha¥t must be retained in such the protest fund until the
final determination of any action or suit to recover the
same unless released at the request of the county,
municipality, or other local taxing jurisdiction pursuant to
subsection (7). Nothing contained herein prohibits the
investment of the money of this fund in the state unified

investment program or in any manner provided in Title 7,
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chapter 6. The provision creating the speclal protest fund
does not apply to any payments made under protest directly
to the state.

{7) The governing board of a taxing jurisdiction
affected by the payment of taxes under protest in the second
and subsequent years that a tax protest remalns unresolved
may demand that the treasurer of the county or municipality
pay the requesting taxing jurisdiction all or a portion of
the protest payments to which it is entitled, except the
amount paid by the taxpayer in the first year of the
protest. The decision in a previous year of a taxing
jurisdiction to leave protested taxes in the protest fund
does not preclude it from demanding in a subseguent year any
or all of the payments to which it is entitled, except the
first-year protest amount.

(8) (a) If no action is commenced within the time
herein specified or if such action is commenced and finally
determined in favor of the county or municipality or
treasurer thereof, the amount of the protested portions of
the tax or license fee shait must be taken from the protest
fund and deposited to the credit of the fund or funds to
which the same property belongs, less a pro rata deduction
for the costs of administration of the protest fund, and
related expenses charged the local government units, and the

interest earned on the protested funds or income derived

_8_
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from their investment that must be deposited to the credit

of the state general fund.

{by "If such acticn is finally determined adversely to
a county or municipality or the treasurer thereof, then the
treasurer shall, upon receiving a certified copy of the
final judgment in said action from the state tax appeal
board, or from the district or supreme court, as
appropriate, if the final action of the state tax appeal
beard is appealed in the time prescribed, refund to the
person in whose favor such judgment is rendered the amount
of such protested porticns of the tax or license fee
deposited in the protest fund, and not released pursuant to
subsection (7)), as the person holding such judgment is
entitled to recover, together with interest thereon at-the
rate-of-6%-a-year from the date of payment under protest, at

the greater of:

{i) the rate of interest generated from the pooled

investment fund provided for in 17-6-203 for the applicable

period; or
ii) 6% a year.

{c) If the amount retained in the protest <fund is
insufficient to pay all sums due the taxpayer, the treasurer
shall apply the available amcunt first to tax repayments
then-interest-oweds and tastiy then to costs.

tey(d) If the protest acticon is decided adversely to a
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taxing jurisdiction and the amount rerained in the protest
fund is insufficient to refund the tax paymentsy-interest;
and costs to which the taxpayer is entitled and for which
local government units are responsible, the treasurer shall
bill and the taxing Jjurisdiction shall refund to the
treasurer that portion of the taxpayer refund, including tax
paymentsy—--tnterest; and costs, for which the raxing
jurisdiction is proratably responsible. The interest earned

on the protested funds released in accordance with

subsection (7) must be refunded to the taxpayer by the
state,

td¥(e) 1In satisfying the requirements of subsection
t83te} (8)(d), the taxing jurisdiction is allowed not more
than 1 year from the beginning of the fiscal year tollowing
a final resolution of the protest. The taxpayer is entitled

to interest on the unpaid balance at the rate-of-o%-a-year

greater of the rates referred to in subsections (8)(b){i)

and (8)(b)(ii} from the date of payment under protest until

the date of Einal resolution of the protest and at the
combined rate of the federal reserve discount rate quoted
from the federal reserve bank in New York, New York, on the
date of final resolution, plus four percentage points, from
the date of final resclution of the protest until refund is

made.

{9) A taxing jurisdiction may satisfy the requirements

-10-
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of this section by use of funds from one or more of the
following sources:

(a) imposition of a property tax to be collected by a
speclal tax protest refund levy:

{b} the general fund, except that amount generated by
the all-purpose mill levy, or any other funds legally
available to the governing body; and

(¢} proceeds from the sale of bonds issued by a
county, city, or school district for the purpese of deriving
revenue for the repayment of tax protests lost by the taxing
jurisdiction. The governing body of a county, city, or
school district is hereby authorized to issue such bonds

pursuant to procedures established by law. The bonds may be

issued without being submitted to an election, Property

taxes may be levied to amortize sueh the bondsy-provided-the
tevy-for-payment-of-any-sueh-bonda-may-not—-ereeedy-—in-~the
aggregate;-t6-miits-annuatiy.”

Section 6. Section 15-10-412, MCA, is amended to read:

"15-10-412. ([Temporary) Property Lax limited to 198&
levels -- <clarification -- extension to all property
classes. Section 15-10-402 is interpreted and clarified as
follows:

{1) The limitation to 1986 levels 1s extended to apply
to all classes of property described in Title 15, chapter 6,

part 1.

_ll_

10

11l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

LC 0074/01

(2) The limitation on the amount of taxes levied is
interpreted to mean that the actual tax liability for an
individual property is capped at the dollar amount due in
each taxing unit for the 1986 tax vyear. In tax years
thereafter, the property must be taxed in each taxing wunit
at the 1986 cap or the product of the taxable valuye and
mills levied, whichever is less for each taxing unit,

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

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

{b) construction, expansion, or remcdeling of

improvements;
(¢) transfer of property intoc a taxing unit;
{d) subdivision of real property;
(e) reclassification of property:
(£} increases in the amount of producticon or the value

of production for property described in 15-6-131 cr

15-6-132;

tg) transfer of property from tax—exempt tc taxable
status; or

{h} revaluations caused by:

{1} cyclical reappraisal; or

(ii) expansion, addition, replacement, or remcdeling of

_12..
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improvements.

(4) The limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actual tax 1liability on individual
property in each class as a result of:

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

{b} transfer of property into a taxing unit:

(¢} reclassification of property;

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

{e} annexation of the individual property into a new
taxing unit; or

() conversion of the individual property Erom
tax-exempt to taxable status,

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

{a) new construction;

{b) expanded, deleted, replaced, or remodeled

improvements;
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(c) annexed property; or

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

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

{7) The 1limitation on the amount of taxes, as
clarified in this section, is intended to leave the property
appraisal and valuation methodology of the department of
revenue intact. Determinations of county classificatlons,
salaries of local government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency 1in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's
liability may not exceed the dollar amount due in each
taxing unit for the 1986 tax year unless the taxing unit's
taxahle valuation decreases by 5% or more from the previous
tax year. If a taxing unit's taxable valuation decreases by

5% or more from the previous tax year, 1t may levy

-14~
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additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a
number calculated to equal the revenue from property taxes
for the 1986 tax year in that taxing unit. Exclusion of the

taxable value of property under a property tax protest or

appeal from a taxing unit's taxable value under 7-6-2321,

7-6-4232, or 20-9-142 constitutes a decrease in taxable

valuation for purposes of this subsection,

(8) The 1limitation on the amount of taxes levied does
not apply to the following levy or special assessment
categories, whether or not they are based on commitments
made before or after approval of 15-10-401 and 15-10-402:

(a) rural improvement districts;

(b} special improvement districts;

(c} levies pledged Eor the repayment of bonded
indebtedness, including tax increment bonds;

(d) cilty street maintenance districts;

(e} tax increment financing districts;

(£} satisfaction of Jjudgments against a taxing unit;

{g) electric company street lighting assessments; and

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

(9) The limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing unit

approve an increase in tax liabiltity following a resolution
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of the governing body of the taxing unit containing:

{a} a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

{b} an explanation of the nature of the financial
emergency:;

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

(d) a statement that applicable fund balances are ar
by the end of the fiscal year will be depleted:

{e) a finding that there are no alterrative sources of
revenue;

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

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

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

(11) The 1limitation on the amount of taxes levied does

not apply to a levy increase to repay taxes paid under

protest  in _accordance with 15-1-402. (Terminates December

31, 1989--sec. 6, Ch, 654, L. 1987.)"

Section 7. sSection 2-9-316, MCA, is amended to read:

-16-
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"2-9-316. Judgments against governmental entities

except state. A Except as provided in 15-1-402, a political

subdivision of the state shall satisfy a final judgment out
of funds that may be available from the following sources:

{1l) insurance;

{2) the general fund or any other funds 1legally
available to the governing body;

(3} a property tax, otherwise properly authorized by
law, collected by a special levy authorized by law, in an
amount necessary to pay any unpaid portion of the judgment,
except that such levy may not exceed 10 mills;

(4) proceeds from the sale of bonds issued by a
county, city, or school district for the purpose of deriving
revenue for the payment of the Jjudgment liability. The
governing body of a county, city, or school district is
hereby authorized to issue such bonds pursuant to procedures
established by law. Property taxes may be levied to amortize
such bonds, provided the levy for payment of any such bonds

or judgments may not exceed, in the aggregate, 10 mills

annually.”

Section 8. section 7-7-2202, MCA, is amended to read:
"7-7-2202. Authority to issue general obligation bonds
to satisfy judgments. (1)} The board of county commissioners
of every county of the state is hereby vested with the power

and authority to issue, negotiate, and sell coupon bonds on
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the credit of the county, as more specifically provided in
this part, for the purpose of funding, paying in full, or
compremising, settling, and satisfying any judgment which
may have been rendered against the county in a court of

competent jurisdiction, including the repayment of tax

protests lost by the county, when:

(a} there are not sufficient funds available to pay
such judgment; and

{b) sufficient money cannot be raised to satisfy such
judgment by an annual tax levy of 10 mills levied on all the
taxable property within the county through a periocd of 3
years.

{2) The resolution providing for the issue of such
bonds must recite the facts concerning the judgment to be
funded and the terms of any compromise agreement which may
have been entered into between the beard and the judgment

creditor."

Section 9. sSection 7-7-2221, MCA, is amended to read:

"7-7-2221. 1Issuance of certain general obligation
bonds without election. Bonds may be issued without
submitting the same to an election if the bonds are issued
for the purpose of:

(1) enabling a county to ligquidate its indebtedness to
another county incident to the creation of a new county or

the changing of a county boundary 1line, as set forth in

_18_
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7-7=-2201(5);: and

(2) Efunding, paying in Eull, or compromising,
settling, and satisfying any judgment which may have been
rendered against the county in a court of competent
jurisdiction, as set forth in 7-7-2202 and 15-1-402."

Section 10. section 7-7-4101, MCA, is amended to read:

"7-7-4101. Purposes for which indebtedness may be
incurred. The city or town council has power to contract an
indebtedness on behalf of a city or town, wupon the credit
therecf, by borrowing meney or issuing bonds for the
fellowing purposes:

{1} erection of public buildings:

{2) construction of sewers, sewage treatment and
disposal plants, waterworks, reservoirs, reservoir sites,
and lighting plants;

{3) supplying the city or town with water by contract
and the construction or purchase of canals or ditches and
water rights for supplying the city or town with water;

(4) construction of bridges, docks, wharves,
breakwaters, piers, jetties, and moles;

{(5) to acquire, open, and/or widen any street and to
improve the same by constructing, reconstructing, and
repairing pavement, gutters, curbs, and vehicle parking
strips and to pay all or any portion of the cost thereof;

(6) the purchase of [fire apparatus and street and
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other equipment;

{7} building, purchasing, construeting, and
maintaining devices intended to protect the safety of the
public from open ditches carrying irrigation or other water;
and

(8) the funding of outstanding warrants and maturing

bonds<; and

(3) the repayment of tax protests lost by the city,

town, or other municipal corporaticn."”

Section 11. section 7-7-4221, MCA, is amended to read:
"7-7-4221, Election on question of incurring
indebtedness -- exception. (1) Except as provided in
subsection (2) and 15-1-402, whenever the governing body of
any municipality considers it necessary to issue bonds
pledging the general c¢redit of the municipality for any
purpose authorized by law, the question of issuing the bcnds
shall first be submitted to the registered electors of the
city or town.

(2) It is not necessary to submit tc the electors the
question of issuing refunding bonds to refund bonds issued
and outstanding or the question of issuing revenue bonds not
pledging the general c¢redit of the municipality under any

laws of this state.”

Section 12. section 20-9-403, MCA, is amended to read:

"20-9-403. Bond issues for certain purposes. {1) The

=-204-
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trustees of a school district may issue and negotiate bonds
on the credit of the school district for the purpose of:

(a) building, altering, repairing, buying, furnishing,
equipping, purchasing lands for, and/or obtaining a water
supply for a school, teacherage, dormitory, gymnasium, other
building, or combination of said buildings for scheol
purposes;

(b} buying a school bus or buses;

{c) providing the necessary money to redeem matured
bonds, maturing bonds, or coupons appurtenant to bonds when
there is not sufficient money to redeem them;

{d) providing the necessary mconey to redeem optional
or redeemable bonds when it is for the best interest of the
school district to issue refunding bonds; or

{e) funding a judgment against the district, including

the repayment of tax protests lost by the district.

(2) Any money realized from the sale of any bonds
issued on the credit of a high school district shall not be
used for any of the above purposes in an elementary schocl
district, and such money may be used for any of the above
purposes for a junior high school but only toc the extent
that the 9th grade of the high school is served thereby."

Section 13. Section 20-3-421, MCA, is amended to read:

"20-9-421. Election to authorize the issuance aof

school district bonds and the methods of introduction. A
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gschool district shall not issue bends for any purpose other
than that provided in 15-1-402 and 20-9-412 unless the
issuance of bonds has been authorized by the qualified
electors cf the school district at an election called for
the purpese of considering a propesition to issue such
bonds. A school district bond election shall be called by a
resolution as prescribed under the provisions of 20-20-201
when:

{1) the trustees, of their own wvolition, adopt a
resoluticon to that effect; or

{2) the rtrustees have received a petition which asks
that an election be held to consider a bond proposition and
which has been validated under the provisions of 20-9-425."

Section 14. section 7-7-2203, MCA, is amended to read:

"7-7-2203. Limitation on amount of bonded
indebtedness. (1) Except as provided 1in subsections (2)
through (4), no county may issue general obligation bonds
for any purpose which, with all outstanding bonds and
warrants except county high school bonds and emergency
bonds, will exceed 11.25% of the total of the taxable value
of the property therein, plus the amount of interim
production and new production taxes levied divided by the
appropriate tax rates described in 15-23-607(2){a) or {2)(b)
and multiplied by 60%, plus the amount of value represented

by new production exempted from tax as provided in
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15-23-612, to be ascertained by the last assessment for
state and county taxes prior to the proposed issuance of
bonds.

{2) In addition to the bonds allowed by subsection
{l1), a <c¢county may issue bonds which, with all cutstanding
bonds and warrants, will not exceed 27.75% of the total of
the taxable value of the property in the county subject to
taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
described in 15-23-607(2)(a} or (2){b} and multiplied by
60%, plus the amount of value represented by new production
exempted from tax as provided in 15-23-612, when necessary
to do so, for the purpose of acquiring land for a site for
county high school buildings and for erecting or acquiring
buildings therecn and furnishing and eguipping the same for
county high school purposes.

(3) In addition to the bonds allowed by subsections
(1) and (2), a county may issue bonds for the construction
or improvement of a jail which will not exceed 12.5% of the
taxable value of the property in the county sSubject to
taxation.

{4) The limitation in subsection (1) shali does not
apply to refunding bonds issued for the purpose of paying or
rtetiring county bonds lawfully issued pricor to January 1,

1932, or to bonds issued for the repayment of tax protests
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lost by the county.”

Section 15. section 7-7-4201, MCA, is amended to read:

"7-7-4201. Limitation on amount of bonded
indebtedness. (1) Except as otherwise provided, no city or
town may issue bonds or incur other indebtedness for any
purpecse in  an amount which with all ocutstanding and unpaid
indebtedness will exceed 28% of the taxable wvalue of the
property therein subject to taxation, to be ascertained by
the last assessment for state and county taxes.

{2) The issuing of bonds for the purpose of funding or
refunding outstanding warrants or bonds is not the incurring
of a new or additional indebtedness but is merely the
changing of the evidence of ocutstanding indebtedness.

{3) The limitation in subsection (1) does not apply to

bonds issued for the repayment of tax protests lost by the

city or town,"

Section 16. Section 20-9-406, MCA, is amended to read:

"20-9-406. Limitations on amount of bond issue. (1)
The maximum amount for which each school district may become
indebted by the issuance of bonds, 1including all
indebtedness represented by outstanding bonds of previous
issues and registered warrants, is 45% of the taxable value
of the property subject to taxation as ascertained by the
last completed assessment for state, county, and school

taxes previous to the incurring of such indebtedness. The
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45% maximum, however, may not pertain to indebtedness
imposed by special improvement district obligations or

assessments against the schoel district or to bonds issued

for the repayment of tax protests lost by the district. All

bonds issued in excess of such amount shall be null and
void, except as provided in this section.

(2} When the total indebtedness of a school district
has reached the 45% limitation prescribed in this section,
the school district may pay all reasonable and necessary
expenses cE the school district on a cash basis in
accordance with the financial administration provisions of
this chapter.

(3} Whenever bonds are issued for the purpose of
refunding bonds, any moneys to the credit of the debt
service fund for the payment of the bonds to be refunded are
applied towards the payment of such bonds and the refunding
bond issue is decreased accordingly."

NEW SECTION. Section 17. Extension of authority. Any
existing authority to make rules on the subject of the
provisions of [this act} is extended to the provisions of
[this actl.

NEW SECTION. Section 18. Effective date -
retroactive applicability. ({This act] is effective on
passage and approval and applies retrcactively, within the

meaning of 1-2-109, to any tax appeal or tax paid under

_25_

protest after December 31,

1983.
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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 SB118, as introduced

DESCRIPTION OF PROPOSED LEGISLATION:

An act to generally revise the laws relating to property under a tax protest or appeal proceeding; allowing a taxing
unit to exclude the taxable value of property subject to a tax protest in fixing levies; making interest on
protested taxes a state responsibility; allowing for bond issues without an election to repay lost tax protests;
excluding tax protest repayment bonds from the limitations on the amount of bonded indebtedness; and providing an
immediate effective date and a retroactive applicability date.

FISCAL IMPACT:

Under current law, property taxes paid under protest are deposited by the county treasurer in a specially designated
protest fund. These funds may be invested in the state unified investment program and accrue interest. When a
protest action is decided favorably to a taxing jurisdiction, any interest accrued remains with the county.

Under the proposal, the interest would be credited to the state general fund. To the extent that protest actions
are decided favorably to the taxing jurisdictions, this interest would be deposited to the state general fund,
rather than being distributed to the taxing jurisdictions. This would increase general fund revenues.
Altetrnatively, if the protest action is decided in favor of the taxpayer, and the county has expended the protested
funds without allowing any interest to accrue, then the state would be responsible for repaying interest out of the

general fund, which would decrease general fund revenues. The net effect of these two actions is not known.

No impact is anticipated on Department of Revenue administrative expenditures.

EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURES:

Counties that currently have a large portion of their taxable valuation associated with protested tax property
would be able to exclude that property from the tax base, increase the number of mills applied to the remaining
property, and increase the amount of property tax revenue available to fund current operations.

N
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RAY[SHACKLEF@RD, BUDGET DIRECTOR DATE TOM BECK, PRIMARY SPONSCR DATE
Office of Budget and Program Planning

Fiscal Note for SB118, Introduced
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Fiscal Note Request SB118, as introduced
Form BD-15
Page 2

TECHNICAL OR MECHANICAL DEFECTS GR CONFLICTS WITH EXISTING LEGISLATICN:

The proposal provides that exclusion of the taxable value of property under a property tax protest or appeal
constitutes a decrease in taxable valuation for the purpose of complying with the provisions of I-105, and SB71
passed during the 1987 legislative session. However, the proposal deoes not explicitly provide for a continuance of
this exclusion vis-a-vis the state attorney general's opinion regarding subsequent 57 decreases in taxable valuation

in each succeeding year. Given current law, this proposal does not clarify that the taxable value decrease stemming
from protested tax property has continuing force. :
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AFPROVED BY COMMITTEE
ON TAXATION

SENATE BILL NO. 118

INTRODUCED BY BECK, RAPP-SVRCEK, CAMPBELL, MARKS, STANG

A BILL POR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO PROPERTY UNDER A TAX PROTEST OR APPEAL
PROCEEDING; ABBOWING--A--PAXING-UNIT-¥6-ENCHUDBE-FHE-PAKABLE
VAEHE-OF-PROPERPY-SHBIEET-FO-A-TAK-PROYESP-IN-FIKING-LEVIES;
MAKING-INPERESP-ON-PROTESPEB-PAKES-A——-SPAFE--RESPONSIBIRIPY;

ALLOWING POR--BOND--1SS5UBS THE GOVERNING BODY OF A COUNTY,

CITY, OR SCHOOL DISTRICT TO ISSUE BONDS WITHOUT AN ELECTION

TO0 REPAY LOST TAX PROTESTS; EXCLUDING TAX PROTEST REPAYMENT
BOKDS FROM THE LIMITATIONS ON THE AMOUNT OF BONDED

INDEBTEDNESS; EXCLUDING FROM LIMITATION TQ 1986 LEVELS THOSE

TAXES LEVIED TO REPAY TAXES PAID UNDER PROTEST; AMENDING

SECTIONS 2-9-316, ?-6-232%;--7-6-42327 7-7-2202, 7-7-22063,
7-7-2221, 7-7-4101, 7-7-4201, 7-7-4221, 15-1-402, 15-18-282%
15-10-412, 26-9-1427 20-9-403, 20-9-406, AND 20-3-421, MCA;
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE
APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE GF MONTANA:
Boction-Ir--Section--7—6—232k MGk -is amended —bo —read+
UF-6-2323--Pixing-of-tax—-levy:———{i}y--6n--the--second

Monday--in-August-and-after-the-approvat—-and-adeptien-of-the

finat-budget;-the-board-af-county--commisstoners—-shat¥——-fix
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the--tax--tevy--for-each-fund-at-a-rate-which-wilti-raise-the
amount-set-out-tn-the-budget-as-the-ameunt-necessary--to--be
ratsed-—by--tax--tevy-for-the-fund—during-the-cureent-£finecal

year.-Fhe-EBxcept-as-previded-in—subsection-{2}7-the--taxabie

valtuation-of-the-counecy-for-the-current-fiscat-year-shati-pe
the--basta--for—-determining--che-amount-of-the-tax-tevy-for
each-funds-Bach-tax-ievy-shati-be-at-a-rate-no—-higher—-~-chan
is--required-on-that-basis;-without-inctuding-any-amount—for
anticipated-tax-detinguencyr-to-produce-the-amount--set-—out
in-—-the-budget;-without-incinding-any-amount-for-anticipated
tax-detingueneyr-as-being-the-ameunt-te--be--raised--by——tax
tevys

{2}--Fhe--taxable-value-of -property-that-is-the-subject

of-a-proeperty—tax-protest-or-appeal-as-cf-the-—-£first--Monday

in-—-Aungqust--may--be—-exctuded--from—-the--countyls—-taxabie

vaiunation-tf-the-taxabie-vatue-of-ati-of-the-property—-under

protest——sr-—appeat-exceeds-S%-cf-the-conntyis-totat-taxabie

valtuatians
t21133--Fhe-tax—-tevy--shati--be--made--in--the--manner
provided-by-15-16-20%;8
Section-2---Seetion 764232 HEA —ta amended -to-read -
#3-6-4232¢--Fixing-of-tax--tevys-——{i}--6n--the--second
Monday--in-Auguat-and-after-the-apprevai-and-adoption-of-the
£inar-bodgetr-the-councii-shali-fin-the-tax--tevy—-£faor--each

fund--at--a--rater--not--exceeding-timica-prescribed-by-taws

-2- SB 118
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which-wiiti-ratae-the-amount-set-out-in—-the--budget--as--the
ameunt-——necessary-—to-—be--raised--by-tax-levy-for-that—£fund

during-the-current-fiscal-year-—The-Except--as--pravided-—-in

subsectiona--{2}-—and-{3I}y-the-taxable-vatuatron-of-the-city
for-—-the--current-—-£fiscat--year--shati--be--the--basts---feor
determining--the-—amount—-of-the-tax-itevy-for-each-fund;-ané
each-tax-itevy-shati-be-at-a-rate-no-higher-than-is--required
on——that-basis;-witheut-ineclunding-any-amount-for-anticipated
tax-delinquencyr-to-raise-the—amount-set-cut-in-the-—budget=s

t234--¥f--the-~councit--considers-that-a-tevy-made—for-a
bond-=sinking-or-interest—fund-witi-not-proevide-a--auffietant
amount--te--pay-ati-bond-prineipat-and-interese-becoming-dne
during-the-current-fiscat-year-cr-within-6-months-after--the
current--firscat-year-becanse-cf-anticipated-tax-detinguency;
the-conneciri--may——fix—-the--ltevy—-at--a--rate-it--considers
necessary--to--raise——the-—ameunt-for-making-the-paymenta—of
prineipat-and-interest-over-and-abave-—the--anticipated--tax
detinguencys

$t3)--Fhe--taxabie-value-of -property-that-ts-the-subjeet

of —a-property-tax-pretest-ar-appenl-as-sof-the -first——Menday

in-—hAuguat-may-be-exctuded-from-the-cityia-taxabie-valtuation

if-the-taxable-vatue-né-ati-of-the-property-under-protest-or

appeai-exceeds-S§-of-the-cityls-totai-taxabie-valuations

t3){4}--Each-ievy-shati-be-made-in-the-manner--provided
by-15-1Pp-28%1:2
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Section-3: - -Sectionm-—20—9—t#2 - -MCA -t —amended -to-read -
420-9-142:-~Pixing-and-tevying-taxea-by-board-ecf-county
eommissioneras--{1y-6n-the--second--Monday--in--August;--the
esunty-syperintendent-shati-place-before-the-board-of-county
commissioners--the--finagl-adepted-budget-of-the-district-and
any-emergency-budget-adepted--by-—the——district--during--the

previous--schooi—-fiseat--yearv--Ft--Except--as--provided-in

subsectian-{2};-itt~shali-be-the-duty-of-the-boari-of--coeunty

commissioners——to--fix—-and-tevy-on-alti-the-taxabie-vatue-of
att-the-reat-and-persenai-proeperty-within-the--district--at?
distriet-and-county-taxation-required-to-£finaneer;-within-the
limitations--provided—-by—-law;—~the--finai--budget--and-any
emergency—budges-of-the-distriees

t23--Phe-taxabie-value-of-properey-that-is-the——subject

of-—a-—-property-tax-protest-or-appeai-as-of-the-first-Monday

tn-Anguat--may——be—-exciuded--from——the--districtis-—-taxabie

valuation-—-upon---notifieation-——to—-the--board--of--county

commissioncra-by-the-senost-districk-erustees-if-the_tarabhie

vaiune-of-ati-of-the-preperty-under-protest-or-appeal-exceeds

S5k-of-the-districtis-totai-taxabie-vaiunations®

Section-4: - Section-t5—16 202 -MCh - -io -amended -to-read:
235-19-202---Certification-——-of--—taxable---vatues---and
mitiage—-rates:--ti}-At-the-time-that-the-assessment-roti-is
prepared-snd-pubiished; - -the--department--af--revenue-—-shati}

certify--to--each--taxing-anthority-the-taxabie-vatue-within

—a- SB 118
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the-jurisdiction-of-the-~caxing--autheritys--FThe--department
shalti-atse-send-to-each-taxtng-aunthortty-a-vwritten-scatement
ef--its-best-estimate-of-the total-assessed-vaiune-cf-atl-new
construction—-and-improvementa-not-incivded-on--the--previons
assesament-rott-and-ehe-vatue-of-detetirons-—from-the-previens
assessment---rotic--—Excinsive—-of--such--new--censtruction;

improvements;—and-detetions-and--of--the—-taxable--vaiue--of

preperty--that--is-—the--subject—-of-—a-protest—or-appeai-in

accordance—-with--7-6-23217--7-6-42325-~0r——-20-9-14257---the

department—-shatrl-ecercify-to-each-tarning-anthority-a-mitirage
rate-which-wiii-provide-the-same-nd-vatorem-revenue-for—each
taxing-authority-ra-was-ievied-during-the--prior--year---FPor
the--purpese-—of--cateutatring--the--certified--mitiage;--the
department-shati-use-35%-af-the-taxabte-vatue--appeartng--on
the--retiy--exciusive-—af-properties-appearing-for-the-£first
time-on-the-assessment-rotisc

$t2¥--A-taxing-avtharity-shali-inferm_the-departmenc-and

the-board-of-county-commissioners-in-writing--sn—-or--before

duty--15--if--it--wishes-—to——exciuvde--the—-taxabie-vatue-of

property-subiject-to-a-tax—appeal-or—-tax--protest-—fFrom—-ies

tarable---valuation---pursunant-—teo--3-§-232ky--?-6-42327--or

26-9-342-8

Section 1. section 15-1-402, MCA, is amended to read:

"15-1-402. Payment of taxes under protest -- action to
recover. (1) The person upon whom a tax or license fee is
-5~ SB 118
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being imposed may proceed under 15-1-406 or may, before the
tax or license fee becomes delinquent, pay under written
protest that portion of the tax or license fee protested.
The payment must:

{a) be made to the officer designated and authorized
to collect it;

{b) specify the grounds of protest; and

{c}) not exceed the difference between the payment for
the immediately preceding tax year and the amount owing in
the tax year protested unless a different amount results
from the specified grounds of protest, which grounds may
include but are not limited to changes in assessment due to
reappraisal under 15-7-111.

(2) after having exhausted the administrative appeals
available under Title 15, chapters 2 and 15, a person or his
legal representative may bring an action in any <court of
competent jurisdiction against the cofficers to whom said tax
or license fee was paid or against the county or
municipality in whose behalf the same was collected and the
department cof revenue.

{3) Both the officers to whom the tax or license fee
was paid or the county or municipality in whose behalf the
same was collected and the department of revenue must be
served with timely summons and complaint within the time

prescribed.

—6- SB 118
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(4) Any An action instituted to recover any such
portions of tax or license fee paid under protest sha*: must
be commenced and summons timely served within 60 days after
the date of the £final decision of the state tax appeal
board.

(5) When-any If a protested tax or license fee is
payable in installments, then-any a subsequent installment
portion considered unlawful by the state tax appeal board
need not be paid and no action or suit need be commenced to

recover the--samez-—-but the subsequent installment. The

determination of the action or suit commenced to recover the
first installment porticn paid under protest shaii-determine
determines the right of the party paying such subsequent
installment to have the same or any part thereof refunded to
him or the right of the taxing authority to collect a
subsequent installment not paid by the taxpayer plus
interest from the date the subsequent instaliment was due.

{6) All portions-of taxes and license fees paid under
protest to a county or municipality shal:t must be deposited
by the treasurer of the county or municipality to the credit
of a special fund to be designated as a protest fund and
shall must be retained in such the protest fund until the
final determination of any action or sult to recover the
same unless released at the request of the

county,

municipality, or other local taxing jurisdiction pursuant to
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subsection (7). Nothing contained herein prohibits the
investment of the money of this fund in the state unified
investment program or in any manner provided in Title 7,
chapter 6. The provision creating the special protest fund
does not apply to any payments made under protest directly
to the state.

(7} The governing board of a taxing jurisdiction
affected by the payment of taxes under protest in the second
and subsequent years that a tax protest remains unresolved
may demand that the treasurer of the county or municipality
pay the requesting taxing jurisdiction all or a porticn of
the protest payments toc which it 1is entitled, except the
amount paid by the taxpayer in the first year of the
protest. The decision in a previous year of a. taxing
jurisdiction to 1leave protested taxes in the protest fund
does not preclude it from demanding in a subsequent year any
or all of the payments to which it is entitled, except the
first-year protest amount.

{8) (a) If no action is commenced within the time
herein specified or if such action is commenced and finally
determined in favor of the county or municipality or
treasurer thereof, the amount of the protested portions of
the tax or license fee sha}} must be taken from the protest
fund and deposited to the credit of the fund or funds to

which the same property belongs, less a pro rata deduction

-8- SB 118
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for the costs of administration of the protest fundy and AND
related expenses charged the local government unitsy-and-the

interest-earned-on-che-proteststi-—funds--or--income--derived

from--their--inveatment-that-must-be-deposited-to-the-eredit

of-the-state-generai-fund.

({by If such action is finally determined adversely to
a county or municipality or the treasurer thereof, then the
treasurer shall, upon receiving a certified copy of the
£inal judgment in said action from the state tax appeal
board, or from the district or supreme court, as
appropriate, if the final action of the state tax appeal
board is appealed in the time prescribed, refund to the
person  in whose favor such judgment is rendered the amount
of such protested portions o©of the tax or license fee
deposited imn the protest fund, and not released pursuant to
subsection (7), as the person holding such judgment is
entitled to recover, together with interest thereon at-the
rete-of-6%-a-year from the date of payment under protest, at
the greater of:

(i) the rate of interest generated from the pooled

investment fund provided for in 17-6-203 for the applicable

period; or
{(ii) 6% a year.
{(c) 1f the amount retained 1in the protest fund is

insufficient to pay all sums due the taxpayer, the treasurer

-g- SB 118
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shall apply the available amount first to tax repayments,

then-interest-owed; THEN INTEREST OWED, and i1astiy then

LASTLY to costs.

tey{d} If the protest action is decided adversely to a
taxing jurisdiction and the amount retained in the protest
fund is insufficient to refund the tax paymentsy--interest;
and costs to which the taxpayer is entitled and for which
local government units are responsible, the treasurer shall
bill and the taxing Jjurisdiction shall refund to the
treasurer that portion of the taxpayer refund, including tax
paymentsr~-interest; and costs, Cfor which the taxing

jurisdiction is proratably responsible. FThe-interest-earned

on-~the--protested--funda--reteased-—-in—--accordance——-with

subsection——{t7}--must--be--refunded--to--the-taxpayer-by-the

states

td¥{e} 1In satisfying the requirements of subsection
t8ytey (8)(d), the taxing jurisdiction is allowed not more
than 1 year from the beginning of the fiscal year following
a final resolution of the protest. The taxpayer is entitled
to interest on the unpaid balance at the rate-of-6%—-a--year

greater of the rates referred to in subsections (8)(b}(i)

and (8)(b)(ii) from the date of payment under protest wuntil
the date of final resolution of the protest and at the
combined rate of the federal reserve discount rate gquoted

from the federal reserve bank in New York, New York, on the
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date of final resoclution, plus four percentage points, from
the date of final resolution of the protest until refund is
made .

(9) A taxing jurisdiction may satisfy the reguirements
of this section by use of funds from one or more of the
following sources:

(a) imposition of a property tax to be collected by a
special tax protest refund levy;

(b) the general fund, except that amount generated by
the all-purpose mill 1levy, or any other funds legally
available to the governing body; and

{c) proceeds from the sale of bonds issued by a
county, city, or school district for the purpose of deriving
revenue for the repayment of tax protests lost by the taxing
jurisdiction. The governing body of a county, city, or
school district is hereby authorized to issue such bonds

pursuant to procedures established by law. The bonds may be

issued without being submitted to an election. Property

taxes may be levied to amortize such the bondsy-provided-the
tevy--for--payment--of-any-such-bends-may-nok-exceeds—in-the
aggregate;—-10-mitis-annaaliiy.”
Section 2. section 15-10-412, MCA, is amended to read:
"15-10-412. (Temporary) Property tax limited to 1986
levels -— clarification -- extension to all property

classes. Section 15-10-402 is interpreted and clarified as
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follows:

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

(2) The limitation on the amount of taxes levied is
interpreted to mean that the actual tax liability for an
individual property 1is capped at the dollar amount due in
each taxing unit for the 1986 tax year. In tax years
thereafter, the ’property must be taxed in each taxing unit
at the 1986 cap or the p;oduct of the taxable value and
mills levied, whichever is less for each taxing unit.

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

(a) annexation of real property and improvements into

a taxing unit;

(b} construction, expansion, or remodeling oF
improvements;
{e) transfer of property into a taxing unit;

(d) subdivision of real property;

{e) reclassification of property;

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

{g} transfer of property from tax-exempt to taxable
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status; or

{h) revaluations caused by:

{i) cyclical reappraisal;: or

{ii) expansion, addition, replacement, or remcdeling of
improvements.

(4) The 1limitation on the amount of taxes levied does
not mean that no further increase may be made in the taxable
valuation or in the actuwal tax liability on individual
property in each class as a result of:

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

{b) transfer of property into a taxing unit;

{c) reclassification of property;

{d} increases in the amount cf production or the value
of production for property described in 15-6-131 or
15-6-132;

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

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

{5) Property in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed

and new valuations are placed on the tax rolls and a new
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base year designated, if the property is:
(a) new construction;
{(b) expanded, deleted, replaced, or remodeled

improvements;

{c) annexed property; or

{d} property converted from tax-exempt to taxable
status.

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

{7} The limitation on the amount of taxes, as
clarified in this section, is intended to leave the property
appraisal and valuation methcdeology of the department of
revenue intact. Determinations of county classifications,
salaries of local government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's

liability may not exceed the dollar amount due in each
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taxing unit for the 1986 tax year unless the taxing unit's
taxable valuation decreases by 5% or more from the previous
tax year. If a taxing unit's taxable valuation decreases by
5% or more from the previous tax year, it may levy
additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a
number calculated to equal the revenue from property taxes

for the 1986 tax year in that taxing unit., Exeiusiem-of--the

taxabie-—valtuve-—ef--preperty-under-a-property-tax-protest-or

appeat-from-a-taxing-unttis-taxable--value--under--7-6-2323%;

F-6-4232;--or--26-9-142_-conskitutes--a--decrease-in-taxahie

vatuation-for-purposes-of-this-sybsections

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

{a) rural improvement districts;

{b) special improvement districts;

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

{d) city street maintenance districts;

(e) tax increment financing districts;

(£) satisfaction of judgments against a taxing  unit;

(g) electric company street lighting assessments; and

(h) revolving funds to support any categories
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specified in this subsecticn (8).

{9) The 1limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing unit
approve an increase in tax liability following a resolution
of the governing body of the taxing unit containing:

fa) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

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

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

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

{e) a finding that there are no alternative sources of
revenue;

(fy a summary of the alternatives that the governing
body of the taxing unit has considered; and

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

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

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

protest in accordance with 15-1-402. (Terminates December

31, 1989--sec. 6, Ch. 654, L. 1987.)"
Section 3. Section 2-9-316, MCA, is amended to read:

"2-9-316. Judgments against governmental entities

except state. AR Except as provided in 15-1-402, a political

subdivision of the state shall satisfy a final judgment out
of funds that may be available from the following sources:

(LY insurance;

(2) the general fund or any other funds legally
available to the governing bedy;

{3) a property tax, otherwise properly authorized by
law, collected by a special levy authorized by law, 1in an
amount necessary to pay any unpaid portion of the judgment,
except that such levy may not exceed 10 mills;

(4) proceeds from the sale of bonds issued by a
county, city, or school district for the purpose of deriving
revenue for the payment of the Jjudgment liability. The
governing body of a county, city, or school district is
hereby authorized to issue such bonds pursuant to procedures
established by law. Property taxes may be levied to amortize
such bonds, provided the levy for payment of any such bonds
or judgments may not exceed, in the aggregate, 10 mills

annually."

Section 4. secticon 7-7-2202, MCA, is amended to read:
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"7-7-2202., Authority to issue general obligation bonds
to satisfy judgments. {1) The board of county commissioners
of every county of the state is hereby vestéd with the power
and authority to issue, negotiate, and sell coupon bonds on
the credit of the county, as more specifically provided in
this part, for the purpose of funding, paying in full, or
compromising, settling, and satisfying any Jjudgment which
may have been rendered against the county in a court of

competent jurisdiction, including the repayment of tax

preotests lost by the county, when:

{a) there are not sufficient funds available to pay
such Jjudgment; and

{b) sufficient money cannct be raised to satisfy such
judgment by an annual tax levy of 10 mills levied on all the
taxable property within the county through a period of 3
years.

(2) The resolution providing for the issue of such
bonds must recite the facts concerning the judgment to be
funded and the terms of any compromise agreement which may
have been entered into between the board and the judgment

creditor."

Section B. section 7-7-2221, MCA, is amended to read:

"J]-7-2221, 1Issuance of certain general obligation
bonds without election. Bonds may be issued without

sybmitting the same to an election if the bonds are issued
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for the purpose of:

{l) enabling a county toc ligquidate its indebtedness to
another county incident to the creation of 2 new county or
the changing of a county boundary line, as set forth in
7-7-2201(5}); and

{2) funding, paying in full, or compromising,
settling, and satisfying any judgment which may have been
rendered against the county in a court of

competent
jurisdiction, as set forth in 7-7-2202 and 15-1-402."

Section 6. section 7-7-4101, MCA, is amended to read:

"7-7-4101. Purposes for which indebtedness may be
incurred. The city or town council has power to contract an
indebtedness con behalf of a city or town, upon the credit
thereof, by borrowing money or issuing bonds for the
following purposes:

{1} erection of public buildings;

{2) construction of sewers, sewage treatment and
disposal plants, waterworks, reservoirs, reservoir sites,
and lighting plants;

{3) supplying the city or town with watef by contract
and the construction or purchase of canals or ditches and
water rights for supplying the city or town with water;

{4) construction of

bridges, docks, wharves,

breakwaters, piers, jetties, and moles;

{5) to acquire, open, and/or widen any street and to
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improve the same by constructing, reconstructing, and
repairing pavement, gqutters, ocurbs, and vehicle parking
strips and to pay all or any porticon of the cost thereof;

{6) the purchase of fire apparatus and street and
other equipment;

(7} building, purchasing, constructing, and
maintaining devices intended to protect the safety of the
public from open ditches carrying irrigation or other water;
and

(8) the funding of outstanding warrants and maturing

bonds+; and

(9) the repayment of tax protests lost by the city,

town, or other municipal corporation.”

Section 7. Section 7-7-4221, MCA, is amended to read:
"7-7-4221. Election on question of incurring
indebtedness -- exception. {1} Except as provided 1in
subsection (2) and 15-1-402, whenever the governing body of
any municipality considers it necessary to issue bonds
pledging the general credit of the municipality for any
purpose authorized by law, the questicn of issuing the bonds
shall first be submitted to the registered electors of the
city or town.

(2) It is not necessary to submit to the electors the
question of issuing refunding bonds to refund bonds issued

and outstanding or the question of issuing revenue bonds not
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pledging the general credit of the municipality wunder any
laws of this state."

Section 8. section 20-9-403, MCA, is amended to read:

"20-9-403. Bond issues for certain purposes. (1)} The
trustees of a school district may issue and negotiate bonds
on the credit of the school district for the purpose of:

fa) building, altering, repairing, buying, furnishing,
equipping, purchasing lands for, and/or obtaining a water
supply for a school, teacherage, dormitory, gymnasium, other
building, or combination of said buildings for school
purposes;

{(b) buying a school bus or buses;

{c}) providing the necessary money to redeem matured
bonds, maturing bonds, or coupons appurtenant to bonds when
there is not sufficient money to redeem them;

(d) providing the necessary money to redeem optional
or redeemable bonds when it is for the best interest of the
school district to issue refunding bonds; or

{e) £funding a judgment against the district, including

the repayment of tax protests lost by the district.

(2) Any money realized from the sale of any bonds
issued on the credit of a high school district shall not be
used for any of the above purposes in an elementary school
district, and such money may be used for any of the above

purposes for a junior high school but only to the extent
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that the 9th grade of the high school is served thereby."

Section 9. Section 20-9-421, MCA, is amended to read:

*20-9-421. Election to authorize the issuance ofF
school district bonds and &the methods of introduction. A
school district shall not issue bonds for any purpose other
than that provided in 15-1-402 and 20-9-412 unless the
issuance of bonds has been authorized by the qualified
electors of the school district at an election called for
the purpose of considering a proposition to issue such
bonds., A school district bond election shall be called by a
resolution as prescribed under the provisions of 20-20-201
when:

(1) the trustees, of their own wvolition, adopt a
resolution to that effect; or

{2) the trustees have received a petition which asks
that an election be held to consider a bond proposition and
which has been validated under the provisions of 20-9-425."

Section 10. section 7-7-2203, MCA, is amended to read:

"7-7-2203, Limitation on amount of bonded
indebtedness. (1) Except as provided 1in subsections ({2)
through (4}, no county may issue general obligation bonds
for any purpose which, with all ocutstanding bonds and
warrants except c¢ounty high school bonds and emergency
bonds, will exceed 11.25% of the total of the taxable value

ef the property therein, plus the amount of interim
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production and new production taxes levied divided by the
appropriate tax rates described in 15-23-607(2)({a) or (2){b)
and multiplied by 60%, plus the amount of value represented
by new production exempted from tax as provided in
15-23-612, to be ascertained by the last assessment for
state and county taxes prior to the proposed issuance of
bonds.

{2} In addition to the bonds allowed by subsection
{1), a county may issue bonds which, with all outstanding
bonds and warrants, will not exceed 27.75% of the total of
the taxable value of the property in the county subject to
taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
described in 15-23-607(2)(a) or {2)(b) and multiplied by
60%, plus the amount of wvalue represented by new production
exempted from tax as provided in 15-23-612, when necessary
to do so, for the purpose of acquiring land for a site for
county high school buildings and for erecting or acquiring
buildings thereon and furnishing and equipping the same for
county high school purposes.

{3) In addition to the bonds allowed by subsections
{1) and (2), a county may issue bonds for the construction
or improvement of a jail which will not exceed 12.5% of the
taxable wvalue of the property 1in the county subject to

taxation.
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{4) The limitation in subsection {1} ahatt dces not
apply to refunding bonds issued for the purpose of paying or
retiring county bonds lawfully issued prior to January 1,

1932, or to bonds issued for the repayment of tax protests

lost by the county.”

Section 11. Ssection 7-7-4201, MCA, is amended to read:

"7-7-4201. Liwmitation on amount of bonded
indebtedness. (1)} Except as otherwise preovided, no city or
town may issue bonds or incur other indebtedness for any
purpose in an amount which with all outstanding and unpaid
indebtedness will exceed 28% of the taxable value of the
property therein subject to taxation, to be ascertained by
the last assessment for stace and county taxes.

{2) The issuing of bonds for the purpose of funding or
refunding outstanding warrants or bonds is not the incurring
of a new or additional indebtedness but is merely the
changing of the evidence of ocutstanding indebtedness.

(1) The limitation in subsection (1) does not apply to

bonds issued for the repayment of tax pretests lost by the

city or town.”
Section 12. Section 20-9-406, MCA, is amended to read:
"20-9-406. Limitations on amount of bond issue. (1)
The maximum amount for which each school district may become
indebted by the

issuance af bonds, including all

indebtedness represented by outstanding bonds of previous
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issues and registered warrants, is 45% of the taxable value
of the property subject to taxaticn as ascertained by the
last completed assessment for state, county, and school
taxes previous to the incurring of such indebtedness, The
45% maximum, however, may not pertain to¢ indebtedness
imposed by special improvement district obligations or

assessments against the school district or to bonds issued

for the repayment of tax protests lost by the district. BAll

bonds issued in excess of such amount shall be null and
void, except as provided in this section.

(2} When the total indebtedness of a school district
has reached the 45% limitation prescribed in this section,
the school district may pay all reasonable and necessary
expenses of the school district on a cash basis in
accordance with the financial administration provisions of
this chapter.

{(3) Whenever bonds are issued for the purpose of
refunding bonds, any moneys to the credit of the debt
service fund for the payment of the bonds to be refunded are
applied towards the payment of such bonds and the refunding
bond issue is decreased accordingly."

NEW SECTION, Section 13. Extension of authority. any
existing authority to make rules on the subject of the

provisions of [this act] is extended to the provisions of

{[this act].
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NEW SECTION, Section 14. Effective date -
retroactive applicability. [This act] is effective on

passage and approval and applies retroactively, within the
meaning of 1-2-109, to any tax appeal or tax paid under
protest after December 31, 1983.

-End-
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SENATE BILL NO. 118

INTRODUCED BY BECK, RAPP-SVRCEK, CAMPBELL, MARKS, STANG

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO PROPERTY UNDER A TAX PROTEST OR APPEAL
PROCEEDING; ABEOWING--A--FAKING-UNI?-PO-EXCLUDE-PHE-PANABLE
VARHE-BP-PROPERTY¥-SUBJEET-PO-A—FPAK-PROTEST-IN-PIKING-LEVIES:
MAKENG - EINPERESP-ON-FPROPESPEB-PANES-A--STAPE--RESPONSIBIbLITY .

ALLOWING POR-—-BENP--3SSUBS 'THE GOVERNING BODY OF A COUNTY,

CITY, OR SCHOOL DISTRICT TO ISSUE BONDS WITHOUT AN ELECTION

TO REPAY LOST TAX PROTESTS; EXCLUDING TAX PROTEST REPAYMENT
BONDS FROM THE LIMITATICNS ON THE AMOUNT OF BONDED

INDEBTEDNESS; EXCLUDING FROM LIMITATION TO 1986 LEVELS THOSE

TAXES LEVIED TO REPAY TAXES PAID UNDER PROTEST; AMENDING

SECTIONS 2-9-316, 7-6-232%;-7-6-42327 7-7-2202, 7-7-2203,
7-7-2221, 7-7-4101, 7-7-4201, 7-7-4221, 15-1-402, 15-18-2625
15-10-412, 26-9-142; 20-9-403, 20-9-406, AND 20-9-421, MCA;
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE

APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Bection-1-- Section --7—6—232t7 MGk -iy -amended -to -read:
13-6-23R1}-—-Pining-of-tax——levys---t1y--On--the--second

Monday--in-Auguat-and-after-the-approval-and-adsptien-of-the

finai-budget;-the-board-of-¢ounty-——commissioners--ahatl—-fix
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the--tax--levy--for-ecach-fund-at-a-rate-which-wilti-raise-the
anount-set-out-in-the-budget-as-the-amount-necessary--to--be
raised—-by--tax--levy-for-the-fund-during-the-current-£fiscal

year;-FPhe-Except-as-pravided-in-subsection-{2};-the——taxabie

valuation-of-the-county-for-the-current-fiscai-year-shaii-be
the--basis--for--determining--the-amount-of-the-tax-tevy-for
each-fundr-Bach-tax-tevy-shalii-be-at-a-rate-no——higher——than
t9--required-on-that-basis;-without-inciuding-any-amoune-for
anticipated-tax-delingquencyry-to-produce-the-amount--set-—out
in-~the-budget7;-without-inctuding-any-amount-for-anticipated
tax-delinquencyr;-as-being-the-amount-te--be--ratsed--by-—tax
Tevys

t2y-—Phe——kaxablie-value-of-property-that-is-the-subjeet

of-a-properky-tax-protest-ar-appeal-as-of-the--firat--Monday

in-——August--may-—be--exciuded--from—-the--county'‘s--taxabie

valuation-if-the-taxabie-vatue-cf-ait-of-the-property—-under

protest--or--appeal-exceeds-Sy-of -the-county'ls-total-taxabie

vatuations
fiijgif-fhe—tax——}evy——sha}}—-be——made-—in--the-—manner
provided-by-15-18-20%1:"
Section-2: - -Section--7—6—4232; MCA+ -t=-amended to-readr
R3-5-4232:--Pixing-of-tax--levy:——-{1}—-6n--the--second
Monday--in-August-end-after-the-approvai-and-adeption-of-the
final-budgets-the-couneii-shati-fix-the-tax--tevy--for-—each

fund--at--a--rate;--not—-execeding-timita-preseribed-by-lawy
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which-wiii-raise-the-amount-set-eut-in--ehe--budget--as--the
amount--necessary--ta--be--raised--by-tax-tevy-for-that-fuand

during-the-current-fiscai-years-Fhe-Except--as--preovided--in

sdbsections—-t2}--and-t337-the-taxabte-veaiuation-of-the-ctty

for--the--current--fiscat~-year—-ahnti--be--the--banis---for
determining--the--—amount--of-the—tax-tevy-for-each-fundy;-and
each-tax-itevy-shati-be-at-a-rate-no-higher-than-ts--reqguired
on--that-basisy-without-inciuding-any-amount-for-anticipated
tax-detinquency;-te-ratse-the-amount-set-out-in-the--budgets

t2y~-¥f--the—-esuncii--considers-that-a-tevy-made-for-a
bond-ainking-or-interest-fund-witi-not-provide-a--suffictent
amount-—-to--pay-ati-bond-principal-and-interest-becoming-due
during-the-current-fiscai-year-or-within-6-months-after--the
current--fiscal-year-because-of-anticipated-rar-detrinquency;
the-ecouncit--may-—fix--the-~itevy--at--a--rate--tt--considers
necessary-—to--raise--the--amount-for-making-the-paymenta-of
principat-and-interest-over-and-above--the--anticipated--tax
detinquencys

t33--Phe--taxable-value-of -property-that-is-the-subject

of-a-property-tax-protest-er-appeat-as-of-the-—firac—-Menday

tn--Auquat-may-be-excinded-from-the-cityis-taxabie-vatuation

tf-the-taxable-vatue-of-ati-of-the-property-under-protest-or

appeai-exceeds-S5%-of-the-cityls-totnl-taxabie-vaiuations

t31{4)--Bach-levy-shatl-be-made-in-the-manner--provided
by-15-16-2831+4
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Section- 3: - Section-—20—93—142, MCM; i —amended -to read:
129-5-142---Pixing-and-levying-taxes-by-board-of-county
ecommissioners:—-ti}-On-the--second--Monday--in--Auqust;--the
eocunty-superintendent-shati-ptace-pbefore-the-board-of-county
commiasteners--ehe--finai-adopted-budget-of-the-district-and
any-emergency-bndget-adopted--by--the--district--during--the

previoua--scheol--fiscat--year--—fe--Except--as-—previded-¢n

subsection-t2yy-tt-ahali-be-the-daty-of-the-board-of--county

commissteners--to—-Fix—-and-tevy-en-ati-the-taxabie-vatue-of
ati-the-reat-and-personal-property-within-the--district--aii
district-and-county-taxacion-required-to-finance;-within-the
ttmitattons--provided—-by--taw;-—the--£finat--budget--and-any
emergency-budget-of-the-distriets

t2y--Phe-taxable-value-cf-property-that-is-the--subject

of--a--preaperty-tax-protest-or-appeal-as-cf-the-first-Monday

in-Aunguse--may--be--exciuded--from--the--district*s--taxabie

valuation---upen---notifieation—--to--the--baard-—of--ceounty

commissioners-by-the-schoot-district-trustees-if-the-taxable

vaiue—of-ggi-ef*the-property—under-p:ctest-or—appeai~exceeds

5%-of-the-district's-total-taxabie-vaiuation:t
Section4: - -Section 151282 MCA; —ia amended -to read-
235-30-202---Certification--of-- ~taxabie—--vatues-—-and
miiiage-—ratesr——131—At—bhe—time-that~the—as:essment—reliv§s
prepared-and-published;--the—-department--of--revenue--ahaii

certify—-tGerach—~taxing~authori:y—the—tuxabie»vaiue—wi:h1n
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the-jurisdictien“of—the——eaxing——anthority:——?he—Adepartment
shati-aise-send-to-sach-taxing-authortty-a-written-statement
of--its-best-estimate-of-the-totat-assessed-vatue-of-ati-new
construction—-and-improvements-not-inctuded-on--the--previoos
assessment-roti-and-the-vatae-of-detetrons-frem-the-previous
assessment---rotl---~Exctusive--of--snch--new-—-constructians

improvementsy-and-detettona-—and--of-——the-—taxabie--valuve—-cf

property--that-——-is--the--subject--of--a-protest-or-appeal-in

accordance—-with--7-6-23%37--7-6-42327--or—--20-9-142;--~-che

department--shaiti-certify-te-each-taxing-anthority-a-mitiage
rate-which-witt-provide-the-same-ad-valorem-revenne-for-each
taxing-auvthority-as-was-tevied-during-the--prior--year:——-For
the--parpose--of--calculating--the--certified--mitiage;——the
department-shail-use-95%-cf-the-taxabie-vatue—-appearing--on
the--roil;—-exciusive -of-properties-appearing-for-the-firse

time-on-the-assesament-rotis

{2}-—A-taxing-authority-shatri-inform-the-deparement-and

the-board-of-county-commisstoners-in-writing--on--or--before

Fuly--15--32f--it--wishes--to——exciude--the--taxable-vaine-of

property-subiject-to-a-tax-appeat-or--tax--protest--from--its

taxable---valunation-—-pursuant--to--3-£-23217--7-6-42327~-or

20-9-k42 4
Section 1. section 15-1-402, MCA, is amended to read:

*15-1-402. Ppayment of taxes under protest -- action to

recovar. (1) The person upon whom a tax or license fee is
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being imposed may proceed under 15-1-406 or may, before the
tax or license fee becomes delinguent, pay under written
protest that portion of the tax or license fee protested.
The payment must:

(a) be made to the officer designated and authorized
to collect 1it;

(b} specify the grounds of protest; and

(c} not exceed the difference between the payment for
the immediately preceding tax year and the amount owing in
the tax year protested unless a different amount results
from the specified grounds of protest, which grounds may
include but are not limited to changes in assessment due  to
reappraisal under 15-7-111l.

{2) After having exhausted the administrative appeals
available under Title 15, chapters 2 and 15, a person or his
legal representative may bring an action in any court of
competent jurisdiction against the officers to whom said tax
or license fee was paid or against the county or
municipality in whose behalf the same was collected and the
department of revenue.

{3) Both the officers to whom the tax or license fee
was paid or the county or municipality in whose behalf the
same was collected and the department of revenue must be
served with timely summons and complaint within the time

prescribed.
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(4) ®Any EE action instituted to recover any such
portions of tax or license fee paid under protest shaii must
be commenced and summons timely served within 60 days after
the date of the final decision of the state tax appeal
poard.

{5) When-any If a protested tax or license fee is
payable in installments, then-any a subsequent installment
portion considered unlawEul by the state tax appeal board
need not be paid and no action or suit need be commenced to

recover the-—-samey--but the subsequent jinstallment. The

determination of the action or suit commenced to recover the
First installment portion paid under protest shail-determine
determines the right of the party paying such subsequent
installment toc have the same or any part thereof refunded to
him or the right of the taxing authority to collect a
subsequent installment not paid by the taxpayer plus
interest from the date the subsequent installment was due.

{6) All portions-of taxes and license fees paid under
protest to a county or municipality shait must be deposited
by the treasurer of the county or municipality to the credit
of a special fund to be designated as a protest fund and
shaii must be retained in such the protest fund wuntil - the
final determination of any action or suit to recover the
same unless released at the reguest of the

county,

municipality, or other local taxing jurisdiction pursuant to
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subsection (7). Nothing contained herein prohibits the
investment of the money of this fund in the state unified
investment program or in any manner provided in Title 7,
chapter 6. The provision creating the special protest fund
does not apply toc any payments made under protest directly
to the state.

{7} The governing board of a taxing jurisdiction
affected by the payment of taxes under protest in the second
and subsequent years that a tax protest remains unresolved
may demand that the treasurer of the county or municipality
pay the requesting taxing jurisdiction all or a portion of
the protest payments to which it is entitled, except the
amount paid by the taxpayer in the first year of the
protest. The decision in a previous year of a taxing
jurisdiction to leave protested taxes in the protest Fund
does not preclude it from demanding in a subsequent year any
or all of the payments to which it is entitled, except the
first-year protest amount.

{8) (a) If no action is commenced within the time
berein specified or if such action is commenced and finally
determined in favor of the county or municipality or
treasurer therecof, the amount of the protested portions of
the tax or license fee shatt must be taken fLrom the.protest
fund and deposited to the credit of the fund or funds to

which the same property belongs, less a pro rata deduction
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for the costs of administration of the protest fund; and AND
related expenses charged the local government unitsy-and-the

interest-earned-on-the-protested--funds-—or--income--derived

frem——their—-investment-that-moat-be-depsaited-to-the-credit

of -the-state-generat—fund.

(b) If such action is finally determined adversely to
a county or municipality or the treasurer thereof, then the
treasurer shall, upon receiving a certified copy of the
final judgment in said action from the state tax appeal
board, or from the district or supreme court, as
appropriate, if the final action of the state tax appeal
board is appealed in the time prescribed, refund to the
person in whose favor such judgment is rendered the amount
of such protested portions of the tax or 1license fee
deposited 1in the protest fund, and not released pursuant to
subsection (7), as the person holding such Jjudgmeat is
entitled to recover, together with interest thereon at-the
rate-of-6%-a-year [rom the date of payment under protest, at

the greater of:

{i} the rate of interest generated from the pooled

investment fund provided for in 17-6-203 for the applicable

period; or

ii) 6% a year.

{c} If the amount retained in the protest fund is

insufficient to pay all sums due the taxpayer, the treasurer
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shall apply the available amount first to tax repaymenty,
then-interest-ewed; THEN INTEREST OWED, and tastiy ¢then
LASTLY to costs.

tes{d} If the protesc action is decided adversely to a
taxing jurisdiction and the amount retained in the protest
fund is insufficient to refund the tax paymentsy--interesty
and costs to which the taxpayer is entitled and for which
local government units are responsible, the treasurer shall
bill and the taxing jurisdiction shall refund to the
treasurer that portion of the taxpayer refund, including tax
paymentsy—-tnteresty and costs, for which the taxing

jurisdiction is proratably responsible. Phe-interest-earned

en——the--protested--funds--released---in---accordance---with

subsection--{7}--must--be--refunded--to--cthe-taxpayer-by-the

staces

tdy(e} 1In satisfying the requirements of subsection
¢8¥teyr (8)(d), the taxing jurisdiction is allowed not more
than 1 year from the beginning of the fiscal year following
a final resclution of the protest. The taxpayer is entitled
to interest on the unpaid balance at the rate-of-6%--a--year
greater of the rates referred to in subsections (B)(b}(i)

and (8)(b)(ii) from the date of payment under pratest until

the date of final resolution of the protest and at the
combined rate of the federal reserve discount rate gquoted

from the federal reserve bank in New York, New York, on the
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date of final resolution, plus four percentage points, from
the date of final resoclution of the protest until refund is
made.

{(9) A taxing jurisdiction may satisfy the requirements
of this section by use of Funds from one or more of the
following sources:

fa) imposition of a property tax to be collected by a
special tax protest refund levy;

(b) the general fund, except that amount generated by
the all-purpose mill levy, or any other funds legally
available to the governing body; and

(¢} proceeds from the sale of bonds issued by a
county, city, or school district for the purpose of deriving
revenue for the repayment of tax protests lost by the taxing
jurisdiction. The governing body of a county, city, or
school district is hereby authorized to 1issue such bonds

pursuant to procedures established by law. The bonds may be

issued without being submitted to an election. Property
taxes may be levied to amortize such the bondsy-provided-the
tevy--far--payment--of-any-such-bonds-may-not-exceed;-in-the
aggregater-8-mitia-annoatiy.”
Section 2. sSection 15-10-412, MCA, is amended to read:
®"15-10-412. (Temporary) Property tax limited to 1986
levels -- clarification -- extension to all property

classes. Section 15-10-402 is interpreted and clarified as
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follows:

{1) The limitation to 1986 levels is extended to apply
to all classes of propecrty described in Title 15, chapter 6,
part 1.

{2} The 1limitation on the amount of taxes levied is
interpreted to mean that the actual tax 1liability for an
individual property is capped at the dollar amount due in
each taxing unit for the 1986 tax year. In tax years
thereafter, the property must be taxed in each taxing unit
at the 1986 cap or the product of the taxable value and
mills levied, whichever is less for each taxing unit.

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

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

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

{c} transfer of property into a taxing unit;

(d) subdivision of real property;

[e) reclassification of property;

{f} increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-1232;

(g) transfer of property from tax-exempt tO taxable
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status; or

{h) revaluations caused by:

{i} cyclical reappraisal; or

{ii) expansion, addition, replacement, or remodeling of
improvements.

(4) The limitation on the amount of taxes levied dos.
not mean that no further increase may be made in the taxable
valuation or in the actual tax 1liability on individual
property in each class as a result of:

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

(b) transfer of property into a taxing unit;

{c) reclassification of property;

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

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

{E) conversion of the individual property from
tax-exempt to taxable status.

(5) Property in classes four, twelve, and fourteen is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal cycle beginning January 1, 1986, is completed

and new valuations are placed on the tax r¢lls and a new
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base year designated, if the property is:
(a) new construction;
{b) expanded, deleted, replaced, or remodeled

improvements;

(c) annexed property; or

(d}) property converted £rom tax-exempt to taxable
status.

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

(7} The limitation on the amount of taxes, as
clarified in this section, is intended to leave the property
appraisal and valuation methodology éf the departmeant of
revenue intact. Determinations of county classifications,
salaries of local government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local government may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding
that regardless of the amount of mills levied, a taxpayer's

liability may not exceed the dollar amount due in each
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taxing unit for the 1986 tax year unless the taxing unit's
taxable valuation decreases by 5% or more from the previous
tax year. If a taxing unit's taxable valuation decreases by
5% or more from the previous tLtax year, it may levy
additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a
number calculated to equal the revenue from property taxes

for the 1986 tax year in that taxing unit. Brcitusien-of--the

taxable--vaiune--af--property-under-a—property-tax-protest-or

appeai-from-a-taxing unitls-taxable--vatue—-ander--7-6-232315

F-6-42327--ar--20-9-t42--ennstitnbes-~-a--decrease-itn-taxabie

vatuatron-for-purpeses-of-this-subsection<

(8) The limitation on the amount of taxes levied does
not apply to the following 1levy or special assessment
categories, whether or not they are based on commitments
made before or after approval of 15-10-401 and 15-10-402;

{a}) rural improvement districts;

{b} special improvement districts;

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

(d) city street maintenance districts;

te) tax increment financing districts;

(E) satisfaction of judgments against a taxing unit;

{g) electric company street lighting assessments; and

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

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

{a) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

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

{c} an estimate of the amount of funding shortfail
expected by the taxing unit;

{d} a statement that applicable fund balances are or
by the end of the fiscal year will be depleted;

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

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

{9} a statement of the need for the increased revenue
and how it will be used.

{1¢) The limitation on the amount of taxes levied does
not apply to levies reguired to address the funding of
relief of suffering eof inhabitants caused by famine,
conflagration, or other public calamity.

{11) The limitation on the amount of taxes levied does
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not apply to a levy increase to repay taxes paid under

protest in accordance with 15-1-402. (Terminates December

31, 1989--sec. 6, Ch. 654, L. 1987.)"
Section 3. sSection 2-9-316, MCA, is amended to read:
“2-9-316. Judgments against governmental entities

except state. A Except as provided in 15-1-402, a political

subdivision of the state shall satisfy a final judgment out
of funds that may be available from the following sources:

{1} insurance;

{2) the general fund or any other funds legally
available to the governing body;

(3) a property tax, otherwise properly authorized by
law, collected by a special levy authorized by law, in an
amcunt necessary to pay any unpaid portion of the judgment,
except that such levy may not exceed 10 mills;

(4) proceeds from the sale of bonds issued by a
county, city, or school district for the purpose of deriving
revenye for the payment of the judgment liability. The
governing body of a county, city, or school district is
hereby authorized to issue such bonds pursuant to procedures
established by law. Property taxes may be levied to amortize
such bonds, provided the levy for payment of any such bonds
or judgments may not exceed, in the aggregate, 10 mills

annually."

Section 4. section 7-7-2202, MCA, is amended to read:
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*7-7-2202. Authority to issue general obligation bonds
to satisfy judgments. (1} The board of county commissioners
of every county of the state is hereby vested with the power
and authority to issue, negotiate, and sell coupon bonds on
the credit of the county, as more specifically provided in
this part, Eor ¢the purpose aof funding, paying in full, or
compromising, settling, and satisfying any judgment which
may have been rendered against the county in a court of
competent Jjurisdiction, including the repayment of tax

protests lost by the county, when:

{a) there are not sufficient funds available to pay
such judgment; and

{(b) sufficient money cannot be raised to satisfy such
judgment by an annual tax levy of 10 mills levied on all the
taxable property within the county through a period of 1
years.

(2} The resolution providing for the 1issue of such
bonds must recite the facts concerning the judgment to be
funded and the terms of any compromise agreement which may
have been entered into between the board and the judgment
creditor.”

Section b. Section 7-7-2221, MCA, is amended to read:

»7-7-2221. lasuance of certain general obligation
bonds without election. Bonds may be issued without

submitting the same to an election if the bonds are issued
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for the purpose of:

{1} enabling a county to liquidate its indebtedness to
another county incident to the creation of a new county or
the «c¢hanging of a county boundary line, as set forth in
7-7-2201({%); and

{(2) funding, paying in full, or compromising,
settling, and satisfying any judgment which may have been
rendéred against the county in a court of competent
jurisdiction, as set forth in 7-7-2202 and 15-1-402."

Section 8. section 7-7-4101, MCA, is amended to read:

“7-7-4101. Purposes for which indebtedness may be
incurred. The city or town council has power to contract an
indebtedness on behalf of a city or town, upon the credit
thereof, by borrowing maoney or issuing bonds for the
following purposes:

(1) erection of public buildings;

{2) construction of gewers, Sewage treatment and
disposal plants, waterworks, reservoirs, reservoir sites,
and lighting plants;

(3) supplying the city or town with water by contract
and the construction or purchase of canals or ditches and
water rights for supplying the city or town with water;

(4) construction of bridges, docks, wharves,

breakwaters, piers, jetties, and moles;

{5) to acquire, open, and/or widen any street and to
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improve the same by constructing, reconstructing, and
repairing pavement, gutters, curbs, and wvehicle parking
strips and to pay all or any portion of the cost thereof;

(6) the purchase of fire apparatus and street and
other equipment;

{7) building, purchasing, constructing, and
maintaining devices intended to protect the safety of the
public from cpen ditches carrying irrigation or other water;
and

(B) the Ffunding of outstanding warrants and maturing

bonds~v; and

{9) the repayment of tax protests lost by the city,

town, or other municipal corporation.”

Section 7. sSection 7-7-4221, MCA, is amended to read:

"7-7-4221. Election on question of incurring
indebtedness -— exception, (1) Except as provided in
subsection (2) and 15-1-402, whenever the governing body of
any municipality considers it necessary to issue bonds
pledging Lhe general credit of the nunicipality for any
purpose authorized by law, the question of issuing the bonds
shall first be submitted to the registered electors of the
city or town.

(2) 1t is not necessary to submit to the electors the

question of issuing refunding bonds Lo retund bonds issued

and outstanding or the guestion of issuing revenue bonds not
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pledging the general credit of the municipality under any

laws of this state.”

Section 8. section 20-9-403, MCA, is amended to read:

®20-9-403. Bond issues for certain purposes. (1) The
trustees of a schecol district may issue and negotiate bonds
on the credit of the school district for the purpose of:

(a) building, altering, repairing, buying, furnishing,
equipping, purchasing lands for, and/or obtaining a water
supply for a school, teacherage, dormitory, gymnasium, other
building, or combination of said buildings £for school
purposes;

(b) buying a school bus or buses;

{c) providing the necessary mconey to redeem matured
bonds, maturing bonds, or coupons appurtenant to bonds when
there is not sufficient money to redeem them;

{d) providing the necessary money to redeem optional
or redeemable bonds when it is for the best interest of the
school district to iasue refunding bonds; or

{e) funding a judgment against the district, including

the repayment of tax protests lost by the district.

{(2) Any money realized from the sale of any bonds
issued on the credit of a high school district shall not be
used for any of the above purposes in an elementary school
district, and such money may be used for any of the above

purposes for a junior high school but only to the extent
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that the 2th grade of the high school is served thereby."

Section 9. Section 20-9-421, MCA, is amended to read:

®20-9-421. Election to authorize the issuance oE
school district bonds and the methods of introduction. A
school district shall not issue bonds for any purpose other
than that provided in 15-1-402 and 20-9-412 unless the
issuance of bonds has been authorized by the qualified
electors of the school district at an election called for
the purpose of considering a proposition to iasue such
bonds. A school district bond election shall be called by a
resolution as prescribed under the provisions of 20-20-201
when:

{1) the trustees, of their own volition, adopt a
resolution to that effect; or

{(2) the trustees have received a petition which asks
that an election be held to consider a bond proposition and
which has been validated under the provisions of 20-9-425."

Section 10. section 7-7-2203, MCA, is amended to read:

¥J-7-2203. Limitation on amount of bonded
indebtedness. (1} Except as provided in subsections (2)
through (4), no county may issue general obligation bonds
for any purpose which, with all outstanding bonds and
warrants except county high school bonds and emergency
bonds, will exceed 11,2%% of the total of the taxable value

of the property therein, plus the amount of " interim

-2 SB 118



11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

SB 0118/02

production and new production taxes levied divided by the
appropriate tax rates described in 15-23-607(2){a) or (2)(b)
and multiplied by 60%, plus the amount of value represented
by new preduction exempted from tax as provided in
15-23-612, to be ascertained by the last assessment for
state and county taxes prior to the proposed issuance of
bonds.

(2) In addition to the bonds allowed by subsection
{1), a county may issue bonds which, with all outstanding
bonds and warrants, will not exceed 27.75% of the total of
the taxable value of the property in the county subject to
taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
described in 15-23-607(2)(ay or (2)(b)}) and multiplied by
60%, plus the amount of value represented by new production
exempted f£rom tax as provided in 15-23-612, when necessary
to do so, for the purpose of acquiring land for a site for
county high schocl buildings and for erecting o©or acquiring
buildings thereon and furnishing and equipping the same for
county high school purposes.

{3) 1In addition to the bonds allowed by subsections
(1) and (2), a county may issue bonds for the construction
or improvement of a jail which will not exceed 12.5% of the
taxable value of the property in the county subject to

taxation.
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{(4) The limitation in subsection (1) shaii does not
apply to refunding bonds issued for the purpose of paying or
retiring county bonds lawfully issued prior to January 1,

1932, or to bonds issued for the repayment of Ltax protests

lost by the county."

Section 11. section 7-7-4201, MCA, is amended to read:

"7-7-4201. Limitation an amount of bonded
indebtedness. (1) Except as otherwise provided, no city or
town may issue bonds or incur other indebtedness for any
purpose in an amount which with all outstanding and unpaid
indebtedness will exceed 28% of the taxable value of the
property therein subject to taxation, to be ascertained by
the last assessment [or state and county taxes.

(2) The issuing of bonds for the purpose of funding or
refunding cutstanding warrants or bonds is not the incurring
of a new or additional indebtedness but 1is merely the
changing of the evidence of ocutstanding indebtedness.

{3) The limitation in subsection (1) does not apply to

bonds issued for the repayment of tax protests lost by the

city or town."
Section 12. Section 20-9-406, MCA, is amended to read:

*20-9-406. Limjitations on amount of bond issue. (1)
The maximum amount for which each school district may become
indebted by the

issuance of bonds, including all

indebtedness represented by outstanding bonds of previous
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issues and registered warrants, is 45% of the taxable wvalue
of the property subject to taxation as ascertained by the
last completed assessment for state, county, and school
taxes previous to the incurring of such indebtedness. The
45% maximum, however, may not pertain to indebtedness
imposed by special improvement district obligations or

assessments against the school district or to bonds issued

for the repayment of tax protests lost by the district. All

bonds issued in excess of such amount shall be null and
void, except as provided in this section.

(2) When the total indebtedness of a schoeol district
has reached the 45% limitation prescribed in this section,
the school district may pay all reasonable and necessary
expenses of the school district on a cash basis in
accordance with the financial administration provisions of
this chapter.

(3) Whenever bonds are issued for the purpose of
refunding bonds, any moneys to the credit of the debt
service fund for the payment of the bonds to be refunded are
applied towards the payment of such bonds and the refunding

bond issue is decreased accordingly."
NEW_SECTION. Section 13. Extension of authority. Any
existing authority to make rules on the subject of the

provisions of ({this act] is extended to the provisions of

[this act].

-25- SB 118

SB 0118/02
NEW SECTION. Section 14. Effective date -
retroactive applicability. [This act] is effective on

passage and approval and applies retroactively, within the
meaning of 1-2-109, to any tax appeal or tax paid under
protest after December 31, 1983.

-End-
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SENATE BILL NO. 118

INTRODUCED BY BECK, RAPP-SVRCEK, CAMPBELL, MARKS, STANG

A BILL FOR AN ACT ENTITLED: “"AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO PROPERTY UNDER A TAX PROTEST OR APPEAL
PROCEEDING; ABLOWING--A--TAKING-UNI?-PO-BNCLUDR-PHE-PAXABBE
VALUE-8P-PROPERTY - SUBI BCT-P0-A-TAN-PROTESP-IN-PINING-BLEVIES;
MAKENG - FNPEREST -ON-PROPHSPED-PANHS-A--SPAPB--RESPONSIBIbiTY;

ALLOWING POR--BOND--¥SSUHS THE GOVERNING BODY OF A COUNTY,

CITY, OR SCHOOL DISTRICT TO ISSUE BONDS WITHOUT AR ELECTION

TO REPAY LOST TAX PROTESTS; EXCLUDING TAX PROTEST REPAYMENT
BONDS FROM THE LIMITATIONS ON THE AMOUNT QOF BONDED

INDEBTEDNESS; EXCLUDING FROM LIMITATION TO 1986 LEVELS THOSE

TAXES LEVIED TO REPAY TAXES PAID UNDER PROTEST; AMENDING

SECTIONS 2-9-316, #-6-232%1;--7-6-42327 7-7-2202, 7-7-2203,
7-7-2221, 7-7-4101, 7-7-4201, 7-7-4221, 15-1-402, 35-18-202;
15-10-412, 28-9-142; 20-9-403, 20-9-406, AND 20-9-421, MCA;
AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE
APPLICABILITY DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section- 1: - Section--7—6—232tr -HCA -iy -amended -to-read
%3-6-2321:--Pining-of-tax--Yevys-—-{1}--Bn--the--second

Menday--in-Auquat-and-after-the-approval-and-adaption-of-the

£inal-budget;-the-board-cf-county--commissioners--shali--fix
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the--tax--levy--for-ecach-fund-at-a-rate-which-will-raise-the
amount-set-out-in-the-budget-as-the-amount-necessary--to--be
ratsed--by--tax--levy-for-the-fund-during-the-current-fiscal

year:-The-Bxeept-as-provided-in-subsection-{2}r-the--taxabie

valuation-ef-the-eounty-for-the-current-fiscat-year-shati-be
the—-baais——Ear—-deternining——the—anonnt—oE-the*tex~1evyvier
each-fund--Bach-tax-ievy-shail-be-at-a-rate-no—-higher——-than
is—-required-on-that-basisy-without—inciuding-any-amount-for
anticipated-cax-delingquencys-to-produce-the-amount—-set--out
in--the-budgety-withont-incinding-any-amount-for-anticipated
eu:—deiénquencyw-as—being-the—amount—bo—-he——raised--by-—tan
tevys

{23 --Phe-——taxabie-value-of-property-that-is-the-subject

of-a-property-tax-protest-sr-appeai-as-of-the——firast—-Monday

in---Auqust--may--be--exciuded--from--the--countyls--taxabie

valuation-if-the-taxable-vaine-of-ati-of-the-property--under

protest--er--appeal-exceeds-5%-of-the-county!s-totai-taxabie

vataatiens
fe1tgi—ﬂ?he—tat-—!evy——shail—-be-—mndeQ—in—-the——naaner
provided-by-15-10-281:%
Section-2: - -sectton--7—6—4232, MCA[ -is amended +o -read
13-6-4232---Pining-of-tax--tevyr———¢1}--On--the--second
Monday--in-August-and-afiter-the-approvai-and-adoption-of-the
£inal-budgety-the-councii-shaii-fin-the-tax--tevy--for--each

fund--at--p--ratey--not--exceeding-timits—presecribed-by-lawy

-2- 5B 118

REFERENCE BILL



L "R ST

wn

wv & N o

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

25

SB 0118/02

wvhich-wili-raise-the-amonnt-set-cut-in--the--budget--as--the
amoadnt ——necessary-—to--be--ratsed--by-tax-tevy-for-that-fund

during-the-current-£iscal-year--Fhe-Except--as--provided--in

aubsections-—-{2}--and-{3yy-the-taxabie-vatuastion-of-the-city
for--the--eurrent--fiseal--year—-shati--be--the--basis—--for
determining--the--amsunt--of-the-tax-itevy-for-each-fundy;-and
each-tax-ltevy-shatl-be-at-a-rate-ne-higher-than-is--reguired
on--that-basis;-without-inciuding-any-amsunt-for-anticipated
tax-detinquencyi-to-raise-the-amount-set-ount-in-the--budget-

t2)-—If--che--councii--considers-that-a-tevy-made-for-a
bond-sinking-or-interest-Ffund-wilti-net-provide-a--suffictent
amcunt-—to--pay-ati-bond-principai-and-interest-becoming-due
daring-the-current-£fiscai-year-or-within-6-months-after——the
current--fiscat-year-because-of-anticipated-tax-detingquencys
the-ceuncii--may--fix--the--tevy--at--a--rare--it--considera
necessary--to—-raise-—-the--amount-for-making-the-paymenta-of
principal-and-interest-over-and-ahove--the--anticipated--tax
delinquencys -

t3y--Phe-—taxabie-value-of-property-that-is-the-subject

of-a-property-tax-pretest-or-appesai-as-of —the--first--Monday

tn--August-may-be-exciuded-from-the-cityis—taxable-vaination

tf-the-taxable-vaine-of-aii-of-the-property-under-protest-or

appeai-exceeda-S5%A-of-the-cityis—total-taxabie-vatuatiens

t3114}--Bach-tevy-shaii-be-made-in-the-manner--provided
by-15-10-201:%
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500lion-3: - Section--20-9—-142 - HCA; ~is amended -to-read:
uPg-9-142:--Pixing-and-itevying-taxes-by-board-of-county
commissieners:—‘i31~9n—thev—second——Monday——in—-ahgustr--the
county-sgperintendent-shati-ptace-before-the-board-of-county
commissioners--the--finai-adepted-budget-of-the-diatrict-and
any-emergency-—budget-andopted--by--the--diatrtet--during—-the

previous--schoot--fiscal--year<s-—It--Bxeept--as--provided-in

subsection-{2y7-it-shali-be-the-duty-of-the-board-of--county

commissioners--to-—-fix--and-levy-on-aili-the-taxabie-vatue-of
ati-the-real-and-personat-property-within-the--diatrict--ati
distriet-and-county-taxation-required-to-finance;-within-the
iinitneions-—provided——hy--iav;——the-;finai--budg?t--qnd—any
emergency-budget-of-the-districes

t2y~~Fhe-taxabie-value-of-property-that-ra-the--subiect

of --a--preperty-tax-protest—or-appeai-as-of-the-first-Monday

itn-Augest--may--be--excltuded-—from-—the -district's--taxabile

vaination—--npon---natification——-+to-—-the--poard--of --caunty

commisnioners—by-the-scheol-district-trustees-rf-the-taxabile

vaitue-of-aili-of-the-property-under-protest-or-appeal-axceeds

5%—of-the-districtis-totai-taxabie-vaiunation:®

Seotion-4: - Section -5 k0-202 --MCA, -is -amended -to —read -
u35-38-282:—-Certification--of---taxable-—-vaives---and
mitinge--ratess--ti}-At-the-time-that-the-assesament-roii-ia
prepaced-and-published;--the--department--of-—revenue-—shai}

EErtify—-tOV*each——euxing~authority'the-tuxab}e—vaiue—wiehin

—a- s8 118
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the-jurisdiction-of-the--taxing--authortty:--The--deparement
shatt-aiso-send-to-each-caxing-anthority-a-written-statement
of -—its-beat-eatimate-of-the-totai-assessed-vatue-of-aitt-new
econstruction-and-improvements-not-inctuded-on--the--previous
assesasasnt-roii-and-the-vaiune-of-deitetions-from-the-previous
assesament---roliz---Bretusive--of--such--new--conseructiony

tmproveaentsy-and-deletions-and--eof--the--tavabie--valusa—-of

property-—-that-—is—-the--subjeect--of--a-protest-or-appealt-in

accordance--with--7-6-232k7--7-6-42327--or——-20-9-3427---the

department--shati-certify-to-each-taxing-authority-a-mittage
rate-which-witi-provide-the-same-ad-valtorem-revenne-for-each
taxing-authority-as-was-ievied-during-the--prior--year--—-Por
the--purpese-—-of--caleultating--the—-certified--mitinge;--the
department-shati-uee-954-of-the-taxabie-vatue--appearing--on
the—-roli;--exciusive--of-properties-appearing-for-the-first
time-an-the-asseasment-roii:

t23--A-taxing-authority-shaiti-inform-the-department-and

the-board-of —county-commissioners-in-writing-——on-—-se-—bhefore

duty--15--fE~-tt—-wishes--to--exciuvde—-the--taxabie-value-of

property-subject-to-a-tax-appeai-or--tax--protest-—from--its

taxable---vaiunation---pursuant——te--7-6-23217--7-6-4232;—-ar

20-9-142-8
Section 1. Ssection 15-1-402, MCA, is amended to read;
"15-1-402. Payment of taxes under protest -—- action to

recover. (1) The person upon whom a tax or license fee is
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being imposed may proceed under 15-1-406 or may, before the
tax or license fee becomes delinquent, pay under written
protest that portion of the tax or license fee protested.
The payment must:

(a) be made to the officer designated and authorized
to colliect it;

{b) specify the grounds of protest; and

(c} not exceed the difference between the payment for
the immediately preceding tax year and the amount owing in
the tax year protested unless a different amount results
from the specified qrounds of protest, which grounds may
iaclude but are not limited to changes in assessment due to
reappraisal under 15-7-111.

{2) AEter bhaving exhausted the administrative appeals
available under Title 15, chapters 2 and 15, a person or his
legal representative may bring an action in any court of
competent jurisdiction against the officers to whom said tax
or license fee was paid or against the county or
municipality in whose behalf the same was collected and the
department of revenue.

(3) Both the officers to whom the tax or license fee
was paid or the county or municipality in whose behalf the
same was collected and the depacrtment of revenue must be
gerved with timely summons and complaint within the time

prescribed.

-6~ SB 118
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{4) Any An action instituted to recover any such
portions of tax or license fee paid under protest shall must
be commenced and summacns timely served within 60 days after
the date of the £inal decision of the state tax appeal
board.

{5) When-any If a protested tax or license fee is
payable in installments, then-any a subseqguent installment
portion considered unlawful by the state tax appeal board
need not be paid and no action or suit need be commenced to

recover the--sasery—~bnt the subseguent installsent. The

determination of the action or suit commenced to recover ths
first installmeat portion paid under protest shaii-determine
determines the right of the party paying such subsequent
installment to have the same or any part thereof refunded to
him or the right of the taxing authority to collect a
subsegquent installment not paid by the taxpayer plus
interest from the date the subsequent installment was due,

(6) Al portions-of taxes and license fees paid under
protest to a county or municipality shai} must be deposited
by the treasurer of the county or municipality to the credit
of a special fund to be designated as a protest fund and
shail must be retained in such the protest fumnd until the
Einal determination of any action or suit to recover the

same unless released at the request of the county,

municipality, or other local taxing jurisdiction pursuant to

-71- SB 118
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subsection (7). Nothing contained herein prohibits the
investament of the money of this fund in the state unified
investment program or in any manner provided in Title 7,
chapter 6. The provisibn creating the special protest Ffund
does not apply to any payments made under protest directly
to the staﬁe.

(7} The governing board of a taxing jurisdiction
affected by the payment of taxes under protest in the second
and subsequent years that a tax protest remains unresclved
may demand that the treasurer of the county or municipality
Pay the requesting taxing jurisdiction all or a portion of
the protest paymeats to which it is entitled, except the
amount paid by the taxpayer in the first year of the
protest. The decision in a previous year of a taxing
jurisdiction to leave protested taxes in the protest Eund
does not preclude it from demanding in a subsequent year any
or all of the payments to which it is entitled, except the
fitst-yeér protest amount.

{8) (a) If no action is commenced within the time
herein apecified or if such action is commenced and finaily
determined in favor of the county or municipality or
treasurer thereof, the amount of the protested portions of
the tax or license fee shaiit must be taken from the protest
fund and deposited to the credit of the fund or Ffunds to

which the same property belongs, less a pro rata deduction

-8- SB 118
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for the costs of administration of the protest fundzy and AND
related expenses charged the local government unitszy-and-the

intevest-earned-on-the-protested--funds--or--incoeme--derived

from—-thetr--investment-that-must-be-deposited-toa-the-credit

of-the-state-generai-fund.

(b) If such action is finally determined adversely to
a county or municipality or the treasurer thereof, then the
treasurer shall, upon receiving a certified copy of the
final judgment in said action from the state tax appeal
board, or from the district or supreme court, as
appropriate, if the ([inal action of the state tax appeal
board is appealed in the time prescribed, refund to the
person in whose favor such judgment is rendered the amount
of such protested portions of the tax or license fee
deposited in the protest fund, and not released pursuant to
subsection (7), as the person holding such judgment is
entitled to recover, together with interest thereon at-the
rate-of-6%-a-year from the date of payment under protest, at

the greater of:

{i) the rate of interest generated Ffrom the pooled

investment fund provided for in 17-6-203 for the applicable
period; or

ii) 6% a year.

{c}) If the amount retained in the protest €und is

insufficient to pay all sums due the taxpayetr, the treasurer
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shall apply the available amount first to tax repaymentj,

then-interest-owed; THEN INTEREST OWED, and %astiy then

LASTLY to costs.

tetr(d) 1If the protest action is decided adversely to a
taxing jurisdiction and the amount retained in the protest
fund is insufficient to refund the tax payments;--interests
and costs to which the taxpayer 1s entitled and for which
local government units are responsible, the treasurer shall
bill and the taxing jurisdiction shall refund to the
treasurer that portion of the taxpayer refund, including tax
paymentsy--interesty; and costs, for which the taxing

jurisdiction 1is proratably responsible. Phe-interest-earned

en——-the--protested—-funds--released---in---accordance---with

subsectien—-{#}-—must--be--refunded--to--the-taxpayer-by-the

states

td¥{e) In satisfying the requirements of subsection
t8yter (B)(d), the taxing jurisdiction is allowed not more
than 1 year from the beginning of the fiscal year following
a final resolution of the proteét. The taxpayer i3 entitled
to interest on the unpaid balance at the rate-of-6%--a--year
greater of the rates referred to in subsections (8)(b){i)
and {B8)(b)(ii) from the date of payment under protest until

the date of final resolution of the protest and at the

combined rate of the federal reserve discount rate gquoted

from the federal reserve bank in New York, New York, on the

-10- SB 118
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date of final resolution, plus four percentage points, from
the _date of final resolution of the protest until refund is
made,

{9 A taxing juriediction may satisfy the requirements
of this section by use of funds Erom one or more of the
following sources:

{a) imposition of a property tax to be collected by a
special tax protest refund levy;

(b) the general fund, except that amount generated by
the all-purpose wmwill levy, or any other funds legally
available to the governing body; and

{c) proceeds from the sale of bonds issued by a
county, city, or school district for the purpose of deriving
revenue for the repayment of Lax protests lost by the taxing
jurisdiction. The governing body of la county, city, or
school dist;ict is hereby authorized to issue such bonds

putrsuant to procedures established by law. The bonds may be

issued without being submitted to an election, Property

taxes may be levied to amortize sueh the bondsy-provided-the
tevy—-for-—payment—-of-any-such-bonds-aay-net-exceeds-in-the
aggregater-i0-mikin-annuaiiy.”
Section 2. section 15-10-412, MCA, is amended to read:
“15-10-412. {Temporary) Property tax limited to 1986
levels -- clarification -- extension to all property

claspes. Section 15-10-402 is interpreted and clarified as
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fallows:

{1} The limitation to 1986 levels is extended to apply
to all classes of property described in Title 15, chapter 6,
part 1.

{2) The limitation on the amount of taxes levied is
interpreted to mean that the actual tax liability for an
individual property is capped at the dollar amount due in
each taxing unit for the 1986 tax year. In tax years
thereafter, the property must be taxed in each taxing'unit
at the 1986 cap or the product of the taxable value and
mills levied, whichever is less for each taxing unit.

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

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

{b)] coastructieon, expansion, ar remodeling of
improvements;

(c) transfer of property intc a taxing unit;

{d) subdivision of real property;

{e) reclassification of property;

{f£} increases in the amount of production or the value
of production for property described in 15-6-131 or
15-6-132;

{g) transfer of property from tax-exempt to taxable

-12- SB lxa-
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status; or

(h} revaluations caused by:

(i} <cyclical reappraisail; or

{ii) expansion, addition, replacement, or remodeling of
improvements.

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

{ay construction, expansion. replacement, or
remodeling of improvements that adds value to the property;

{b) transfer of property into a taxing unit;

(c) reclassification of property;

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

{e} annexation of the individual property into a new
taxing unit; or

{(f) conversion of the individual property from
tax-exempt to taxable status. '

{5) Property in classes four, twelve, and fourteen |is
valued according to the procedures used in 1986, including
the designation of 1982 as the base year, until the
reappraisal c¢ycle beginning January 1, 1986, is coumpleted

and new valuations are placed on the tax rolls and a new
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base year designated, if the property is:
{a) new construction;
{b) expanded, deleted, replaced, orx remodeled

improvements;
(c)  annexed propecty; or

{(d) wroperty converted from tax-exempt to taxable

status.

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

{(7) The limitation on the amount of taxes, as
clarified in this section, is intended to leave the property
appraisal and valuation methodology éf the department of
revenue intact. Dererminations of county classifications,
salaries of 1lccal government officers, and all other matters
in which total taxable valuation is an integral component
are not affected by 15-10-401 and 15-10-402 except for the
use of taxable valuation in fixing tax levies. In fixing tax
levies, the taxing units of local governmeant may anticipate
the deficiency in revenues resulting from the tax
limitations in 15-10-401 and 15-10-402, while understanding

that regardless of the amount of mills levied, a taxpayer's

liability may not exceed the dollar amount due in each

-1l4- SB 118
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taxing unit for the 1986 tax year unless the taxing unit's
taxable valuation decreases by 5% or more from the previous
tax ‘year. If a taxing unit's taxable valuation decreases by
58 or more [rom the previous tax year, it may levy
additional mills to compensate for the decreased taxable
valuation, but in no case may the mills levied exceed a
number calculated to equal the revenue from property taxes

for the 1986 tax year in that taxing unit. Hrxelusion-of--the

taxable--value--of -property-under-a-property-tax-prateat-or

appeal-from-a-taxing-unitis-taxable--vaive--under--F-6-232%5

7-6-42327--or--20-9-14F7--econstitutes- -a--decrease-in-taxabie

valtuation-for-purposes-of-this-subsections

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

(a) rural improvement districts;

{b) special improvement districts;

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

(d) city street maintenance districts;

{e) tax increment financing districts;

{f) satisfaction of judgments against a taxing unit;

{g9) electric company street lighting assessments; and

{h} revolving funds to

support any categories
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specified in this subsection (8).

{9) The limitation on the amount of taxes levied does
not apply in a taxing unit if the voters in the taxing wunit
approve an increase in tax liability following a resolution
of the governing body of the taxing unit containing:

{a) a finding that there are insufficient funds to
adequately operate the taxing unit as a result of 15-10-401
and 15-10-402;

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

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

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

{e}) a finding that there are no alternative sources of
revenue;

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

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

(10) The 1limitation on the amount of taxes levied does
not apply to levies required to address the funding of
relief of suffering of inhabitants caused by Ei-ine.
conflagration, or .other public calamity.

{11) The limitation on the amount of taxes levied does
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not apply to a levy increase to repay taxes paid under

protest in accordance with 15-1-402, (Terminates December

31, 1989--sec. 6, Ch, 654, L. 1987.}"
Section 3. section 2-9-316, MCA, is amended to read:

®=2-9-316. Judgments against governmental eatities

except state. A Except as provided in 15-1-402, a political

subdivision of the state shall satisfy a final judgment out
of funds that may be available from the following sources:

{1) insurance;

{2} the general £fund or any other funds legally
available to the governing body;

{3) a property tax, otherwise properly authorized by
law, collected by a special levy authorized by 1law, in an
amount necessary to pay any unpaid pertion of the judgment,
except that such levy may not exceed 10 mills;

({4) proceeds from the sale of bonds issued by a
county, city, or school district for the purpose of deriving
revenue for the payment of the judgment liability. The
governing body of a county, <city, or school district is
hereby authorized to issue such bonds pursuant to procedures
established by law. Property taxes may be levied to amortize
such bonds, provided the levy for payment of any such bonds
or judgments may not exceed, in the aggregate, 10 mills

annually.”

Section 4. Section 7-7-2202, MCA, is amended to read:
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®7-7-2202. Authority to issue general obligation bonds
to satisfy judgments. (1) The board of county commissioners
of every county of the state is hereby vested with the power
and authority to issue, negotiate, and sell coupon bonds on
the credit of the county, as more specifically provided in
this part, for the purpose of funding, paying in full, or
compromising, settling, and satisfying any judgment which

may have been rendered against the county in a court of

competent Jjurisdiction, including the repayment of tax

protests lost by the county., when:

(a) there are not sufficient funds available to pay
such judgment; and

(b) sufficient money cannot be raised to satisfy such
judgment by an annual tax levy of 10 mills levied on all the
taxable property within the county through a period of 3
years,

(2) The resolution providing for the issue of such
bonds must recite the facts cancerning the judgment to be
funded and the terms of any compromise agreement which may
have been entered into between the board and the judgment

creditor.*
Section 5. Section 7-7-2221, MCA, is amended to read:

“3-7-2221. Issuance of certain general obligation

bonds without election. Bonds may be issued without

submitting the same to an election if the bonds are issued
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for the purpose of:

(1) enabling a county to liquidate its indebtedness to
another county incident to the creation of a new county or
the changing of a county boundary line, as set forth in
7-7-2201(5); and

{2) funding, paying in Eull, or compromising,
settling, and satisfying any judgment which may have been
rendered against the county in a court of competent

jurisdiction, as set forth in 7-7-2202 and 15-1-402."
Section 6. section 7-7-4101, MCA, is amended to read:
®7-7-4101. Purposes for which indebtedness may be

incurred. The city or town council has power to contract an

indebtedness on behalf of a city or town, upon the credit
thereof, by borrowing money or issuing bonds for the
following purposes:

(1) erection of public buildings;

{2) construction of sewers, sewage treatment and
disposal planta, waterworks, reservoirs, reservoir sites,
and lighting plaats;

{3) supplying the city or town with watér by contract
and the construction or purchase of canals or ditches and
water rights for supplying the city or town with water;

(4) construction of bridges, docks, wharves,

breakwaters, piers, jetties, and moles;

{5) to acquire, open, and/or widen any street and to
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improve the same by constructing, reconstructing, and
repairing pavement, gutters, curbs, and vehicle patking
strips and to pay all or any portion of the cost thereof;

(6) the purchase of fire apparatus and street and
other equipment;

{?) building., purchasing, constructing, and
maintaining devices intended to protect the safety of the
public from open ditches carrying irrigation or other water;
and

(8) the funding of cutstanding warrants and matuting
bondsz; and

{9) the repayment of tax protests lost by the city,

town, of other municipal corporation.”

Section 7. sSection 7-7-4221, MCA, is amended to read:
=7-7-4221. Election on question of incurring
indebtedness ~-— exception. (1) Except as provided in
subgection (2) and 15-1-402, whenever the governing body of
any municipality considers it necessary to issue bonds
pledging the general credit of the municipality for any
purpose authorized by law, the guestion of issuing the bonds
shall first be submitted to the registered electors of the
city or town.

{2) It is not necessary to submit to the electors the
question of issuing refunding bonds to refund bands issued

and outstanding or the gquestion of issuing revenue bonds not
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pledging the general credit of the municipality wunder any
laws of this state.™

Section 8. Section 20-9-403, MCA, is amended to read:

“20-9-403. Bond issues for certain purposes. (1) The
trustees of a school district may issue and negotiate bonds
on the credit of the school district for the purpose of:

(a) building, altering, repairing, buying, furnishing,
equipping, purchasing lands for, and/or obtaining a water
supply for a school, teacherage, dormitory, gymnasium, other
building, or combination of said buildings for school
purposes:

{b) buying a school bus or buses;

{c)} providing the necessary money tco redeem matured
bonds, maturing bonds, or coupons appurtenant to bonds when
there is not sufficient money to redeem them;

(d) providing the necessary meney to redeem optional
or redeemable bonds when it is for the best interest of the
school district to issue refunding bonds; or

{e} funding a judgment against the district, including

the repayment of tax protests lost by the disktrict.

(2) BAny money realized from the sale of any bonds
issued on the credit of a high school district shall not be
used for any of the above purposes in an elementary school
district, and such money may be used for any of the above

purposes for a junior high sachoecl but only to the extent
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that the 9th grade of the high school is served thereby."

Section 9. section 20-9-421, MCA, is amended to read:

"20-9-421. Election to authorize the issuance of
school district bonds and the methods of introduction. A
school district shall not issue bonds for any purpose other
than that provided in 15-1-402 and 20-9-412 unless the
issuance of bonds has been authorized by the gualified
electors of the school district at an election called for
the purpcse of considering a proposition to issue .such
bonds. A school district bond election shall be called by a
resolution as prescribed under the provisions of 20-20-201
when:

{1) the trustees, of their own volition, adopt a
resolution to that effect; or

{(2) the trustees have received a petition which asks
that an election be held to consider a bond proposition and
which has been validated under the provisions of 20-9-425.°

Section 1). Section 7-7-2203, MCA, is amended to read:

»7-7-2203. Limitation on amount of bonded
indebtedness. (1) Except as provided in subsections (2)
through (4), no county may issue general obligation bonds
for any purpose which, with all outstanding bonds and
warrants except county high school bonds and emergency
bonds, will exceed 11.25% of the total of the taxable value

of the property therein, plus the amount of interim
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production and new production taxes levied divided by the
appropriate tax rates described in 15-23-607(2)(a}) or {2)(b)
and multiplied by 60%, plus the amount of value represented
by new production exempted from tax as provided in
15-23-612, to be ascertained by the last assessment for
state and county taxes prior to the proposed issuance of
bonds.

(2) In addition tc the bonds allowed by subsection
(1), a county may issue bonds which, with all outstanding
bonds and warrants, will not exceed 27.75% of the total of
the taxable value of the property in the county subject to
taxation, plus the amount of interim production and new
production taxes levied divided by the appropriate tax rates
described in 15-23-607(2)(a) or (2)(b) and multiplied by
60%, plua the amount of value represented by new production
exempted from tax as provided in 15-23-612, when necessary
to do so, for the purpose of acquiring land for a site for
county high schocl buildings and for erecting or acquiring
buildings thereon and furnishing and equipping the same for
county high school purposes.

{3) In additicn to the bonds allowed by subsections
(1) and (2), a county may issue bonds for the construction
or improvement of a jail which will not exceed 12.5% of the
taxable value of the property in the county subject to

taxation.
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(4) The limitation in sybsection (1) shaii does not
apply to refunding bonds issued for the purpose of paying or
retiring county bonds lawfully issued prior to January 1,

1932, or to bonds issued for the repaymeant of tax protests

lost by the county.”

Section 11. section 7-7-4201, MCA, is amended to read:

=7-7-4201. Limitation on  amount of  bocded
indebtedness. (1} Except as otherwise provided, no. city or
town may issue bands or incur other indebtedness for any
purpose in an amount which with all ocutstanding and uﬁpaid
indebtedness will exceed 28% of the taxable value of the
property therein subject to taxation, to be ascertained by
the last assessment for state and county taxes.

{2) The issuing of bonds for the purpose of funding or
refunding outstanding warrants or bonds is not the incurring
of a new or additional indebtedness but is merely the
changing of the evidence of outstanding indebtedness.

{3) The limitation in subsection (1) does not apply to

bonds issued for the repayment of tax protests lost by the

Section 12. Section 20-9-406, MCA, is amended to read:
#20-9-406. Limitations on amount of bond issue. (1)
The maximum amcount for which each school district may become
indebted by the

issuance of bands, including alkl

indebtedness represented by outstanding bonds of previous
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issues and registered warrants, is 45% of the taxabie wvalue
cof the property subject to taxation as ascertained by the
last completed assessment for state, county, and school
taxes previous to the incurring of such indebtedness. The
45% maximum, however, may not pertain to indebtedness
imposed by special improvement district obligations or

assessments against the sachool district or to bonds__ issued

for the repayment of tax protests lost by the distriet, All

bonds issued in excess of such amount shall be null and
void, except as provided in this section.

{2y When the total indebtedness of a school district
has reached the 45% limitation prescribed in this section,
the sachool district may pay all reasonable and necessary
expenses c¢f the school district on a cash basis in
accordance with the financial administration provisians of
this chapter.

{3} Whenever bonds are issued for the purpose of
refunding bonds, any moneys to the credit of the debt
service fund for the payment of the bonds to be refunded are
applied towards the payment of such bonds and the refunding
bond issue is decreased accordingly.”

NEW SECTION. Section 13. Extension of authority. Any
existing authority to make rules on the subject of the

provisions of ([this act] is extended to the provisions of

[this act].
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NEW SECTION. Section 14, Effective _ date -
retroactive applicability. ([This act] is effective on
passage and approval and applies retroactively, within the
meaning of 1-2-109, to any tax appeal or tax paid under
protest after December 31, 1983.

-End-
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