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BILL NO. '{é

INTRODUCED

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR A 4
PERCENT SALES TAX AND USE TAX; PROVIDING FOR CERTAIN
DEDUCTIONS AND EXEMPTIONS FROM THE TAX; GENERALLY REVISING
THE CLASSIFICATION OF PROPERTY FOR PROPERTY TAX PURPOSES;
PROVIDING PROPERTY TAX RELIEF; REVISING LOCAL GOVERNMENT
BONDING AND DEBT LIMITS; PROVIDING CREDITS AGAINST OR REFUND
OF INDIVIDUAL INCOME TAX LIABILITY; PROVIDING FOR THE
DISTRIBUTION OF THE REVENUE FROM THE SALES TAX AND USE TAX;
REPEALING COUNTY MILL LEVIES FOR TEACHER RETIREMENT;
AMENDING SECTIONS 7-1-2111, 7-3-1321, 7-6-2211, 7-6-4121,
7-6-4254, 7-7-107, 7-7-108, 7-7-2101, 7-7-2203, 7-7-4201,
7-7-4202, 7-13-4103, 7-14-236, 7-14-2524, 7-14-2525,
7-14-4402, 7-16-2327, 7-16-4104, 7-31-106, 7-31-107,
7-34-2131, 15-1-101, 15-6-133 THROUGH 15-6-135, 15-6-207,
15-8-11%, 15-8-205, 15-10-402, 15-16-611, 15-16-613,
15-24-301, 15-24-1102, 15-24-1103, 17-3-213, 19-4-609,
19-11-503, 19-11-504, 20-3-106, 20-3-324, 20-5-305,
20-5-312, 20-9-141, 20-3-201, 20-9-212, 20-9-301, 20-9-311,
20-9-333, 20-9-3431, 20-9-352, 20-9-406, 20-9-407, 20-9-502,
20-10-144, 20-15-311, 20-16-202, 23-5-1027, 33-7-407, AND
61-3-501, MCA; REPEALING SECTIONS 15-6-136 THROUGH 15-6-140,

15-6~142 THROUGH 15-6-144, 15-6-146, 15-6-148, 15-6-149,
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15-6-153, 15-6-154, 20-9-501, 20-9-531, AND 20-9-5%32;
PROVIDING THAT CERTAIN SECTIONS OF THIS ACT BE SUBMITTED TO
THE QUALIFIED ELECTORS OF THE STATE OF MONTANA; AND

PROVIDING EFFECTIVE DATES AND APPLICABILITY DATES."

STATEMENT OF INTENT

A statement of intent is required for this bill because
the department of revenue 1is granted authority to adopt
rules for the administration and enforcement of the sales
tax and use tax. The rules are intended to provide for an
efficient process for the collection of the taxes, with
minimum expense to both the taxpayer and the state.

The legislature contemplates that rules adopted by the
department should, at a minimum, address the following:

(1) the registration and issuance of permits to
persons engaging in the business of retail sales and
services;

(2) the reporting form for the payment of the taxes,
along with the requirements for the retention by the
taxpayers of the necessary records;

{3} the required security and the acceptable forms of
security for those taxpayers required to give security for
payment of the taxes;

(4) the use of the nontaxable transaction certificate

and clarification of any exemption from or deduction of the

.. INTRODUCED BILL
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taxes;

(5) the necessary forms and the required procedures
for reporting the taxes; and

(6) the definition of terms and establishment of
procedures as appropriate for efficient administration of

the sales tax and use tax.

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

MEW SECTION. Section 1. pefinitions. For purposes of
[sections 1 through 68 and 74}, unless the context requires
otherwise, the following definitions apply:

(1) "Buying", “"selling", "buy", "sell", or "sale"
means the transfer of property for consideration or the
performance of a service for considecation.

{2) "Construction" means:

fa) the building, altering, repairing, or demclishing
in the ordinary course of business of any:

(i) road, highway, bridge., parking area, or related
project;

(ii) building, stadium, or other structure;

{iii) airport, subway, or similar facility;

{iv) park, trail, athletic field, golf course, or
similar facility;

(v) dam, reservoir, canal, ditch, or similar facility;

{(vi) sewage or water treatment facility, povwer
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generating plant, pump station, npnatural gas compressing
station, gas processing plant, c¢coal gasification plant,
refinery, distillery, or similar facility;

(vii) sewage, water, gas, or other pipeline;

(viii) transmission line;

{ix) radio, television, or other tower:

{x) water, o0il, or other storage tank:

(xi) shaft, tunnel, or other mining appurtenance; or

(xii) microwave station or similar facility;

{b) the leveling or clearing of land;

{c) the excavating of earth;

(d) the drilling of wells of any type, including
seismograph shot holes or core drilling; or

{e} any similar work,

{3) "bDepartment” means the department of revenue.

{4) "Engaging in business" means carrying on or
causing to be «carried on any activity with the purpose of
direct or indirect benefit.

{5} "Food product for human consumption”:

{a} means food for domestic home consumption as
defined in 7 U.S.C. 2012(g), as amended, for purposes of the
federal food stamp program as defined in 7 U.S.C. 2012(h),
as amended; and

{b) does not mean or include:

(i) medicines or preparations, in 1liquid, powdered,

-4-
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granular, bottled, capsule, lozenge, or pill form, sold as a
dietary supplement or adjunct not prescribed by a licensed
physician;

(ii) carbonated water marketed in containers;

{iil) chewing gum;

{iv) candies or confectioneries; or

(v) seeds and plants to grow foods.

{6} (a) "Gross receipts", in addition to the cther
meanings provided in  this subsection (6), means the total
amount of money or the value of other consideration received
from selling property in Montana, from leasing property used
in Montana, or from performing services in Montana. The term
includes all receipts from the sale of tangible personal
property handled on consignment but excludes cash discounts
allowed and taken and any type of time-price differential.

(b) In an exchange in which the money or other
consideration received does not represent the value of Lhe
property or service exchanged, gross receipts means the
reasonable value of the property or service exchanged,

(c) (i) Except as provided in [section 54), when the
sale of property or services 1is made under any type of
charge or conditional or time-sales contract or the leasing
of property is made under a leasing contract, the seller or
lessor shall treat all receipts, excluding any type of

time-price differential, under such contracts as gross
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receipts at the time of the sale.

(ii) If the seller or lessor transfers his interest in
any such contract to a third person, the seller or lessor
shall pay the sales tax or use tax upon the full sale or
leasing contract amount, excluding any type of time-price
differential,

{d} Gross receipts includes all amounts paid by
members of a cooperative association or similar orga:ization
for sales or leases of personal property or performance of
services by the organization.

{7) "Lease" or "leasing"” means an arrangement in
which, for consideration, property is used for or by a
person other than the owner of the property.

(8) "Manufacturing"” means combining or processing
components or materials to increase thelr value for sale in
the ordinary course of business. The term does not include
construction.

(9) "Medical services" means a service:

(a) performed by a person licensed to practice
medicine, osteopathy, dentistry, podiatry, optometry,
chiropractic, or psychology as a regqular part of his
business activities; and

(b) applied externally or internally to the human body
or mind for the diagnosis, cure, mitigation, treatment, or

prevention of disease.
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(10} "Medicine” or "drug" means and includes any
substance or preparation that is:

(a) intended for use by external or internal
application to the human body or mind in the diagnosis,
cure, mitigation, treatment, or prevention of disease:; and

(b} required by law or regulation to be prescribed by
a person licensed to prescribe such medicine or drug.

{11} "Permit” means a seller's permit as described in
[sectian 45].

{12) "Perscn” means:

{a) an individual, estate, trust, receiver,
coopéerative association, club, corporation, company, firm,
partnership, Jjoint wventure, syndicate, or other entity,
including any gas, water, or electric wutility owned or
operated by a county, municipality, or other political
subdivision of the state; or

{b} the United States or any agency or instrumentality
of the United States or the state of Montana or any
political subdivision of the state.

{13) “sales tax" and "use tax" mean the applicable tax
imposed by [section 2].

{14) (a) "Service" means an activity that is engaged in
for another person for consideration and that is
distinguished f£from the sale or lease of property. The term
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(i} activities performed by a person for its members
or shareholders; and

{ii) construction activities and all tangible personal
property that will become an ingredient or component part of
a construction project.

(b} In determining what a service is, the 1ntended
use, principal objective, or ultimate objective of the
contracting parties is irrelevant.

{15) "Therapeutic and prosthetic devices” incluées but
is not 1limited to prescription eyeglasses, contact lenses,
dentures, or artificial limbs, prescribed or ordered by a
person licensed to perform medical services.

{16) "Use" or "using” includes use, consumption, or
storage, other than storage for resale or for use solely

outside this state, in the ordinary course of business.

NEW SECTION. Section 2. Imposition and rate of sales
tax and use tax. (1) Except as provided in subsection ({3}, a
sales tax of 4% is imposed on all gross receipts, as defined
in [section 1], for the privilege of engaging in business in
this state.

(2) For the privilege of using property in this state,
there is imposed on the person using the property a use tax
equal to 4% of the value of the property that was:

(a) manufactured by the person using the property in

this state;
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(b} acquired outside this state as the result of a
transaction that would have been subject to the sales tax
had it occurred within this state; or

{c) acquired as the result of a transaction that was
not initlally subject to the sales tax imposed by subsection
{1} or the use tax imposed by subsection (2)(b} but which
transaction, because of the buyer's subsequent use o©of the
property, i1s subject to the sales tax or use tax.

(3) For the privilege of using services rendered in
this state, there is imposed on the person using such
services a use tax equal to 4% of the value of the services
at the time at which they were rendered. Services taxable
under this section must have been rendered as the result of
a transaction that was not initially subject to the sales
tax or use tax but that, because of the buyer's subsequent
use of the service, is subject to the sales tax or use tax.

(4) For purposes of this section, the value of
property must be determined as of the time of acquisition,
introduction into this state, or conversion to use,
whichever is later.

(5) A sales tax of 2 1/2% 1is imposed on the gross
receipts from the sale of any new motor vehicle subject to
the provisions of 61-3-502. The total of the tax imposed in
this subsection and the tax imposed in 61-3-502 may not

exceed 4%.
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NEW SECTION. Section 3. Presumption of taxability —-—
value. (1) In order to prevent evasion of the sales tax or
use tax and to aid in its administration, it is presumed
that:

{a) all receipts of a person engaging in business are
subject to the sales tax or use tax; and

{b) all property bought or sold by any person for
delivery into this state is bought or sold for a taxable use
in rthis state.

(2) In determining the amount of tax due on the use of
property or services, it is presumed, in the absence of
preponderant evidence of another value, tnat value means the
total amount of property or the reasonable value of other
consideration paid for the use of the property or service,
exclusive of any type of time-price differential., However,
in an exchange 1n which the amount of mcney paid dees not
represent the value of the property or service purchased,
the use tax must be imposed on the reasonable value of the
property or service purchased.

NEW SECTTON. Section 4. sSeparate statement of tax.
{1y If the sales tax or use tax is stated separately on the
books of the seller or lessor and the total amount of tax
stated separately on transactions within the reporting
period is in excess of the amcunt of sales tax or wuse tax

otherwise payable on those transactions, the excess amount
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of tax otherwise payable and stated on the transactions
within the reporting period must be included 1in gross
receipts.

(2) If the sales tax or use tax is not stated
separately on transactions, the gross receipts for sales tax
and use tax purposes include the total amounts received,
with no deduction for the sales tax or use tax,

NEW SECTION. Section 5. Liability of user for payment
of use tax., (1) A person in this state who uses property is
liable to the state for payment of the use tax if the tax is
payable on the value of the property but has not been paid.

{2) The 1liability imposed by this section is
discharged if the buyer has paid the use tax to the seller

for payment to the department.

NEW SECTION. Section 6. agents for collection of
sales tax and use tax —- severability. (1) (a) A person who
performs or attempts to perform an activity within this
state that attempts to exploit this state's markets, who
sells property or services for use in this state, and who is
not subject to the sales tax or use tax on receipts from
these sales shall collect the sales tax or use tax from the
buyer and pay the tax collected to the department.

{b} "activity", for the purposes of this section,
includes but is not 1limited to engaging in any of the

following in this state:
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(i) maintaining an office or other place of business
that scolicits orders through employees or independent
contractors;

(1i) canvassing;

(1i1) demonstrating;

(iv) collecting money;

(v) warehousing or storing merchandise;

{vi) delivering or distributing products as a
conseguence of an advertising or other sales program
directed at potential customers;

{vii) soliciting orders for tangible perscnal property
by means of a telecommunication or television shopping
system that utilizes toll-free numbers and that is intended
to be breoadcast by cable television or other means to
consumers in this state;

{viii) soliciting orders, pursuant to a contract with a
broadcaster or publisher located within this state, for
tangible personal property by means of advertising
disseminated primarily to consumers located in this state
and only seccndarily to bordering jurisdictions;

(ix) secliciting orders for tangible personal property
by mail if the solicitations are substantial and recurring
and if the person engaging in such activity benefits from
any banking, financing, debt collection, telecommunication,

or marketing activities occurring in thig state or benefits

-12-
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from the location in this state of authorized installation,
servicing, or repair facilities; or

{x} scliciting orders, pursuant toc a contract with a
cable television operator located in this state, for
tangible property by means of advertising transmitted or
distributed over a cable television system in this state.

{2) To ensure the orderly and efficient collection of
the tax imposed by [sections 1 through 68 and 74], if any
application of this section is held invalid, the section's

application to other situations or persons is not affected.

NEW SECTION. Section 7. Nontaxable transaction
certificate -- requirements. (1) A nontaxable transaction
certificate executed by a buyer or lessee must be in the
possession o©of the seller or lessor at the time a nontaxable
transaction occurs,

{2) If the seller or lessor is not in possession of a
nontaxable transaction certificate within 60 days from the
date notice of the requirement for possession of a
nontaxable transaction certificate is given to him by the
department, all deductions claimed by him that require
delivery of a nontaxable transaction certificate are
disallowed.

{3} A nontaxable transaction certificate must contain
the information and be in the form prescribed by the

department.,
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(4) Only a buyer or lessee who has registered with the
department and whose permit is not suspended or revoked may
be allowed to execute a nontaxable transaction certificate.

{5) If the seller or lessor accepts a nontaxable
transaction certificate within the required time and
believes in good faith that the buyer or lessee will employ
the property or service transferred in a nontaxable manner,
the properly executed nontaxable transaction certificate is
considered conclusive evidence that the proceeds from the
transaction are deductible from the selier’'s or lessor’'s

gross receipts.

NEW SECTION, Section B. Receipts of government
agencies exempt., (1) Except as provided in subsection (2),
all receipts of the United States or any agency or
instrumentality of the United States or of this state or any
pelitical subdivision of this state are exempt from the
sales tax and use tax.

{2) Receipts Erom the sale of gas, water, or
electricity by a utility owned or operated by a political
subdivision of the state are subject to the sales tax and

use tax.

NEW SECTION. Section 9. Exemption —— food products,
(1) Except as provided in subsection (2), receipts from
sales of food products for human consumption, as defined in

[section 1(5)(a)]l., are exempt from the sales tax.

-14-
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{2) The gross receipts from food péoducts sold in the
following manner are subject to the sales tax:

{a) any food products served as meals on or off the
premises of the retailer;

(b) milk or cream sold as beverages commonly referred
to as milkshakes, malted milks, or any similar beverage;

{c) food products furnished, prepared, or served for
consumption at tables, chairs, or counters or from trays,
glasses, dishes, or other tableware, whether provided by the
retailer or by a perscn with whom the retailer contracts to
furnish, prepare, or serve food products to others;

td) food products sold for immediate consumption on or
near a location at which parking facilities are provided
primarily for the cenvenience of patrons in consuming the
products purchased at the location, even though such
products are sold on a "takeout", “to go", or "U-bake" order
and are actually packaged or wrapped and taken from the
premises of the retailer:

e} food products sold for consumption within a place
that charges an admission fee; or

(£} food or drink vended by or through machines on

behalf of a vendor.

NEW SECTION. Section 10. Exemption -- special
supplemental food program for women, infants, and c¢hildren.

The receipts from the sale of food purchased under the
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special supplemental food program for women, infants, and
children (WIC) as specified in 42 U.S.C. 1786, as amended,

are exempt from the sales tax.

NEW SECTION. Section 11. Exemption -- medicines,
drugs, certain devices, and medical services. (1) The gross
receipts from the sale of medicines, drugs, insulin, and

therapeutic and prosthetic devices are exempt from the sales
tax.
{2} The gross receipts from the sale of medical

services are exempt from the sales tax.

NEW SECTION. Section 12, Exemption --  wages. The
receipts of an employee from an employer for wages, salary,
commissions, or any other form of remuneration for personal

services are exempt from the sales tax.

NEW SECTION. Section 13. Exemption -~ agricultural
products. The receipts of a grower, producer, trapper, or
nonprofit marketing association from the sale of livestock,
live poultry, unprocessed agricultural products, hides, or
pelts are exempt from the sales tax. Persons engaged in the
business of buying and selling wool or mohair or of buying
and selling livestock on their own account and without the
services of a broker, auctioneer, or other agent are

considered producers for the purposes of this section.

NEW SECTION, Section 14. Exemption -~ livestock

feeding. A person's receipts derived from feeding,

_16_
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pasturing, penning, or handling or training livestock prior
to sale are exempt Erom the sales tax.

NEW SECTION. Section 15. Exemption -- used tangible
personal property upon which a sales or use tax has been
paid. The receipts from the sale of used tangible personal
property upon which a tax has been paid pursuant to

[sections 1 through &8 and 74] are exempt from the sales

tax.

NEW SECTION. Section 16. Exemption -- wvehicles. The
receipts from the sale of any vehicle upon which a tax
pursuant to [sections 1 through 68 and 74] has been paid or
which was purchased prior to [the applicability date of this
act] are exempt from the sales tax. A registration
certificate showing that the vehicle was registered in this
state prior to [the apolicability date of this act] is
conclusive proof that it was purchased before it was subject
to taxation under ([sections 1 through 68 and 74] and is
exemnpt under this section.

NEW SECTION. Section 17. Exemption -- certain mobile
homes. Receipts from the resale of a mobile home may be
deducted from gross receipts if the sale is of a mobile home
that was subject to the sales tax or use tax upon its
initial sale or use in this state or was initially sold or
used in this state prior to [the applicability date of this

act]. The seller shall retain and furnish proof satisfactory
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to the department of either of the following:

(1) that the sales tax or use tax was paid upon the
initial sale or use in this state of the mobile home. In the
absence of such precof, it is presumed that the tax was not
paid.

(2) that a Montana certificate of title was issued for
a mobile home prior to [the applicability date of this act].
The certificate is proof that the mobile home was initially
s0ld or used in this state prior to [the applicability date
of this act] and that the mobile home is exempt under this

section.

NEW SECTION. Section 18. Exemption - insurance
companies. The receipts of an insurance company or any of
its agents from premiums are exempt from the sales tax.

NEW SECTION. Section 19. Exemption -- dividends and
interest. The following are exempt from the sales tax:

{l) interest on money loaned or deposited;

{2} dividends or interest from stocks, bonds, or
securities; and

(3) proceeds from the sale of stocks, bonds, or

securities,

NEW_SECTION. Section 20. Exemption --  fuel. The
receipts from the sale of gasoline or ethanol blended for
fuel on which the Montana gasoline tax has been paid under

Title 15, chapter 70, are exempt from the sales tax and use

_18_
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tax.

NEW SECTION. Section 21. Exemption -- isolated or
occasional sale or lease of property or services. The
receipts from the isoclated or occasional sale or lease of
property or frbm the performance of a service by a person
who 1is not regularly engaged in or who does not represent
himself as engaged in the business of selling or leasing the
same or a similar property or service are exempt from the

sales tax.

NEW SECTION. Section 22. Exemption -- oil, gas, and
mineral interests. The receipts from the sale or lease of
0il, natural gas, or mineral interests are exempt from the
sales tax.

NEW SECTION. Section 23. Exemption -~ minerals --
exception. (1) The receipts from the sale or use of a
mineral as defined in 15-38-101 are exempt from the sales
tax and use tax.

(2) Minerals refined, reduced, polished, cut, faceted,
or otherwise processed for the purpose of being used as or
integrated into jewelry, art, or sculpture or as a
decorative embellishment or adornment, either in their own
right or in combination with other property, are not
included in the exemption provided in this section.

NEW SECTION. Section 24. Exemption -- property of

certain governmental agencies. (1) The use of property by
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the United States or any agency or instrumentality of the
United States or by this state or any political subdivision
of this state is exempt from the use tax.

(2) The wuse of property by the governing body of an
Indian tribe on a federally recognized Indian reservation is

exempt from the use tax.

NEW SECTION. Section 25. Exemption -- personal
effects. The use by an individual of perscnal or household
effects brought into the state for the establishment by him
of an initial residence in this state and the use of
property brought into the state by a nonresident for his own

nonbusiness use while temporarily within this state are
exempt from the use tax.

NEW SECTION, Section 26. Exemption - advertising
services. The gross receipts from the sale of advertising
services, including the actual creation or development of
the advertising, are exempt Erom the sales tax. Fer the
purpose of this section, "advertising services" includes but
is not limited to all advertising by:

{l) newspaper, magazine, or other publication;

(2) radio or television;

(3) billboard, banner, sign, placard, and the like;

(4} handbill; or

{5) any other advertising means, media, or method,

NEW SECTION. Section 27. Deduction -- sale  of
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tangible personal property for resale. Receipts from the
sale of tangible personal property may be deducted from
gross receipts if:

{1} the sale is made to a buyer who delivers a
nontaxable transaction certificate toc the seller; and

{2) the buyer resells or plans to resell the tangihle
personal property either by itself or in combination with
other tangible personal propetrty in the ordinary course of
business and the property will subsequently be subject to
the sales tax.

NEW SECTION. Section 28. peduction -- sale of service
for resale. Receipts from the sale of a service for resale
may be deducted from gross receipts if:

(1) the sale is made to a person who delivers a
nontaxable transaction certificate;

(2) the buyer separately states the wvalue of the
service purchased in his charge for the service on its
subsequent sale; and

(3) the subsequent sale is in the ordinary course of
business and subject to the use tax.

NEW SECTION. Section 29. bpeduction -- sale to
manufacturer. Receipts from the sale of tangible personal
property to a buyer engaged in the business of manufacturing
may be deducted from gross receipts if:

(1) the buyer delivers a nontaxable transaction
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certificate to the seller; and

(2) the buyer incorporates or will incorporate the
tangible personal property as an ingredient or component
part o©of the product which he is in the business of
manufacturing,

NEW SECTION. Section 30. peduction —- sale of
tangible personal ‘property for leasing. Receipts from the
sale of tangible personal property, other than furniture or
appliances, and from the rental or lease of property, other
than coin-operated machines and mobile homes, that is
deductible wunder [sections 1 through 68 and 74) may be
deducted from gross receipts if:

(1) the sale is made to a buyer who delivers a
nontaxable transaction certificate to the seller;

(2) the buyer 1is engaged in a business deriving more
than 50% of its receipts from leasing or selling tangible
personal property of the type leased; and

(3) the buyer does not use the property in any manner
other than holding it for lease or sale or leasing or
selling it, either by itself or in combination with other
tangible personal property, in the ordinary course of
business.

NEW_SECTION. Section 31. Deduction -- lease for
subsequent lease. Receipts from the lease of tangible

personal property, other than furniture or appliances, and
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from the rental or lease of property, other than
coin-operated machines and mobile homes, that is deductible
under [sections 1 through 68 and 74] may be deducted from
gross receipts if:

(1) the lease is made to a lessee who delivers a
nontaxable transaction certificate; and

{2) the lessee does not use the property in any manner
other than for subsequent lease in the ordinary course of

business.

NEW SECTION. Section 32. peduction - sale of
tangible personal property to person engaged in construction
business. (1) Receipts from the sale of tangible personal
property may be deducted from gross receipts if the sale is
made to a buyer engaged in the construction business who
delivers a nontaxable transaction certificate to the seller.

(2) The Dbuyer. delivering the nontaxable transaction
certificate shall incorporate the tangible personal property
as:

(a) an ingredient or component part of a construction
project that is subject to the sales tax or use tax upon its
completion or upaon the completion of the overall
construction project of which it is a part; or

(b} an ingredient or component part of a constructicn
project that is subject to the sales tax or use tax upon the

sale in the ordinary course of business of the real property
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upon which it was constructed.

NEW SECTION. Section 33, peduction - sale af
construction service to person engaged in construction
business. (1) Receipts from the sale of a construction
service may be deducted from gross receipts if the sale 1is
made to a buyer engaged in the construction business and he
delivers a nontaxable transaction certificate to the person
performing the construction service.

{2) The buyer delivering the nontaxable transaction
certificate shall have the construction services performed
upon:

{a) a construction project that 1is subject to the
sales tax or wuse tax upon its completion or upon the
completion of the overall construction project of which it
is a part; or

{b) a construction project that 1is subject to the
sales tax or use tax upon the sale in the ordinary course of
business of the real property upon which it was constructed.

NEW SECTION. Section 34. Deduction -- sale or lease
of real praperty and lease of mobile homes. (1) (a) Except
as provided in subsections (1)(b} and {3), receipts from the
sale or lease of real property, from the lease of a mobile
home, or from the rental of a mobile home for a pericd of at
least 1 month may be deducted from gross receipts.

{b) The portion of the gross receipts from the sale of
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real property that is attributable to improvements
constructed on the real property by the seller in the
ordinary course of his construction business may not be
deducted from gross receipts.

(2) Receipts attributable to the inclusion of
furniture or appliances Eurnished by the landlord or lessor
as part of a leased or rented dwelling, house, mobile home,
cabin, condominium, or apartment may be deducted from gross
receipts.

(3) Receipts received by hotels, motels,
roominghouses, campgrounds, guest ranches, trailer parks, or
similar facilities may not be deducted for gross receipts
for purposes of this section if either the operator or the
user must pay tax on the receipts under Title 15, chapter
65, The receipts of hotels, motels, roominghouses,

campgrounds, guest ranches, trailer parks, or similar
facilities are subject to the sales tax or use tax.

NEW SECTION. Section 35. peduction -- tramsactions in
interstate commerce -- exception. (1) Receipts from a
transaction in interstate commerce may be deducted from
gross receipts to the extent that the imposition of the
sales tax or use tax would be uynlawful under the United
States constitution.

(2) t(a) The following may be deducted from gross

receipts:
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(i) receipts from transmitting messages or
conversations by radio, originating Ffrom a point outside

this state and received at a point within this state; and

{ii) receipts from the sale of radio or television
broadcast time if the advertising message is supplied by or
on behalf of a national or regional seller or an advertiser
not having its principal place of business in or being
incorporated under the laws of this state.

{b) Commissions received by an advertising ageancy for
performing services 1in this state may not be deducted from

gross receipts under this section.

NEW SECTION. Section 36. Deduction —- intrastate
transportaticon and services in interstate commerce. (1)
Receipts from the transport of persons or property from one
point within this state to another point within this state
may be deducted from gross receipts if such persons or
property, including any reasonably necessary services, are
being transported in interstate or foreign commerce under a
single contract.

{2) Receipts from handling, storage, dravage, or
packing cf property or any other accessarial services on
property may be deducted from gross receipks if:

{a} the property has been or will be moved in

interstate or foreign commerce;

{b} the services are performed by a local agent for a
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carrier or by a carrier; and

{c) the services are performed under a single contract

in relation to transportation services.

NEW SECTION. Section 37. Deduction -- sale of certain
services to an out-of-state buyer. (1} Receipts Ffrom
performing a service may be deducted from gross receipts if
the sale of the service is made to a buyer who delivers to
the seller either a nontaxable transaction certificate or
other evidence acceptable to the department that the
transaction meets the cecnditions set out in subsection (3).

{2) The person who delivers the nontaxable transaction
certificate or other evidence acceptable to the department
must meet the criteria set out in subsection (3).

{3) Receipts from the performance of a service are
deductible if the buyer of the service, any of his
employees, or any person in privity with him:

(a) does not make initial use of the product or the
service in this state;

(b)) does not take delivery of the product or the
service in this state; or

(c) concurrent with the performance of the service,
does not have a regular place of work in this state or spend
more than brief and occasional periods of time in this state

and:

(i} does not have any communication in this state
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related in any way to the subject matter, performance, or
administration of the service with the perscn performing the
service; or

{ii) does not himself perform woark in this state
related to the subject matter of the service.

{4) Receipts from performing a service that initially
qualified for the deduction provided in this section but
that no longer meets the criteria set forth in subsection
{3) are deductible for the period prior to the
disqualification,

HEW SECTION. Section 38. pDeduction - feed,
fertilizers, and agricultural supplies -- livestock
auctioneers. (1) Receipts from the sale of feed for
livestock, fish raised for human consumption, poultry,
animals raised for their hides or pelts, semen used in
animal husbandry, seeds, roots, bulbs, soil conditioners,
fertilizers, insecticides, 1insects used to control the
population of other insects, fungicides, weedicides,
herbicides, or water for irrigation purposes may be deducted
from gross receipts if the sale is made to a person who
states in writing that he 1is regularly engaged in the
business of farming, ranching, or the raising of animals for
their hides or pelts.

{2) Receipts of auctioneers from selling livestock or

other agricultural products at auction may be deducted from
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gross receipts.

NEW SECTION. Section 39. bpeduction - certain
chemicals and reagents. (1) The following may be deducted
Erom gross receipts:

(a) receipts from the sale.of chemicals or reagents to
any mining concern or milling company for use in processing
ores or oil in a mill, smelter, or refinery or in acidizing
0il wells; and

(b) receipts from the sale of chemicals or reagents in
an amount in excess of 18 tons.

[2) Receipts from the sale of explosives, blasting
material, or dynamite may not be deducted from gross

receipts.

NEW SECTION. Section 40. pDeduction -- certain uses of
special fuel. (1) Receipts from the sale of special fuel, as
defined in 15-70-301, on which the spectal fuels tax has
been paid under Title 15, chapter 70, or which is used in
agriculture or to operate machinery, equipment, or vehicles
used in a trade or business may be deducted from gross
receipts.

{2) Receipts from the sale of special fuel used to
heat buildings for human comfort are not deductible.

NEW SECTION. Section 41. peduction -- sale of certain
services performed directly on product manufactured. (1)

Receipts from sale of the service of combining or processing
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components ot materials may be deducted from gross receipts
if the sale is made to a buyer who is engaged in the
business of manufacturing and who delivers a nontaxable
transaction certificate to the seller.

(2) The buyer delivering the nontaxable transaction
certificate shall have the service performed directly upon
tangible personal property that he is in the business of
manufacturing or upon ingredients or component parts of such
property.

NEW SECTION. Section 42. Deduction -- use of tangible
personal property for leasing. (1) Except as provided in
subsection {2}, the value of leased property may be deducted
in computing the use tax due if the person holding the
tangible personal property for lease:

{a) is engaged in a business that derives a
substantial porticon of its receipts from leasing or selling
property of the type leased;

{b} does not use the property in any manner other than
holding it for lease or sale or leasing or selling it either
by itself or in combination with other tangible personal
property in the ordinary course of business; and

{c} does not use the property in a manner incidental
to the perEormance of a service.

{2) The deduction provided in subsection (1) does not

apply to the value of furniture or appliances furnished by
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the landlord or lessor as part of a leased or rented
dwelling, house, cabin, condominium, or apartment or to the
lease of coin-operated machines or mobile homes.

NEW SECTION. Section 43. peduction -- sales to
goverament agencies and Indian tribes. (1) Receipts from a
sale to the United States or any agency or instrumentality
of the United States or to this state or any political
subdivision of this state may be deducted from gross
receipts.

[2) Receipts from a sale to the governing body of an
Indian tribe for use on a federally recognized Indian

reservation may be deducted from gross receipts.

REW SECTION. Section 44. creqit - ocut-of-state
taxes. {1) If a gross receipts, sales, use, or similar tax
has been levied by another state or a political subdivision
of another state on property bought outside this state but
which will be used or consumed in this state and the tax was
paid, the amount of tax paid may be credited against any use
tax due this state on the same property.

{(2) If the recelpts from the sale of improvements to
real property constructed by a person in the ordinary course
of his construction business are subject to the sales tax or
use tax, the amount of tax paid by the person under
subsection (1) on materials that became an ingredient or

component part of the construction project and on
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construction services performed upon the construction
project may be credited against the sales tax or use tax due
on the sale.

NEW SECTION. Section 45. Seller's permit. Upon an
applicant's compliance with {sections 1 through 68 and 74],
the department shall issue to the applicant a separate,
numbered seller's permit for each place of business within
Montana. A permit is wvalid until revoked or suspended but is
not assignable. A permit is valid only for the person in
whose name it is issued and for the transaction ¢of business
at the place designated. The permit must be conspicuously
displayed at all times at the place for which it is issued.

NEW SECTION. Section 46. Permit application -
requirements -- place of business —-- form. (1) (a) A person
deslring to engage in the business of making retail sales or
providing services in Montana shall file with the department
an application for a permit. If the person has more than one
place of business, an application must be filed for each
place of business.

{1} A vending machine operator who has more than one
vending machine location is considered to have only one
place of business for purposes of this section.

{ii) An applicant who has no regular place of business
and who moves from place to place is considered to have only

one place of business and shall attach the permit to his
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cart, stand, truck, or other merchandising device.

{b) Each persecn or class of persons obligated to file
a return under [sections 1 through 68 and 74] is required to
file application for a permit.

{2) Each application for a permit must be on a form
prescribed by the department and must set forth the name
under which the applicant intends to transact business, the
location of his place or places of business, and such other
information as the department may require. The application
must be filed by the owner if the owner is a natural person,
by a member or partner if the owner is an association or
partnership, or by‘ a person authorized to sign the
application if the owner is a corporation.

NEW SECTION. Section 47. special activities -
permits -— penalty. (1) The operator of a flea market, craft
show, antique show, coin show, stamp show, comic book show,
convention exhibit area, or similar selling event, as a
prerequisite to renting or leasing space on the premises
owned or controlled by the operator to a person desiring to
engage in or conduct business as a seller, shall obtain
evidence that the seller is the holder of a valid seller's
permit issued pursuant to [section 45] or a written
statement from the seller that he is not offering for sale
any item that is taxable under [sections 1 through 68 and

74]).
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{2) "Flea market, craft show, antigue show, coin show,
stamp show, comic book show, convention exhibit area, or
similar selling event”, as used in this section, means an
activity that involves a series of sales sufficient in
number, scope, and character to constitute a regular course
of business but does not gqualify as an isoclated or
occasional sale pursuant to [{section 21].

(3) An operator who fails or refuses to comply with
the provisions of this section 1s subject to a penalty,
payable to the department, of $100 per day per seller at
each selling event at which the operator falls to obtain
evidence that a seller is the holder of a wvalid seller's
permit issued pursuant to [section 45].

NEW SECTION. Section 48. Revocation or suspension of
permit -- hearing -- notice -- appeal. {1) Subject to the
provisions of subsection (2), the department may, for
reasonable cause, revoke or suspend any permit held by a
person who fails to comply with the provisions of [sectlions
1 through 68 and 74].

{2} (a) The department shall hold a hearing on the
proposed revecation or suspension after giving the person 30
days' notice in writing, specifying the time and place of
the hearing and the reason for the proposed revocation or

suspension.

{b} The notice must include a requirement that the
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person show cause why the permit or permits should not be
revoked or suspended.

{c} The notice must be served perscnally or by
certified mail.

{3) After revocation, the department may not issue a
new permit except upon application accompanied by reascnable
evidence of the intention of the applicant to comply with
the provisions of {sections 1 through 68 and 74}. The
department may require security in addition to that
authorized by {section 58] in an amount reasonably necessary
to ensure compliance with [sections 1 through 68 and 741 as
a condition for the issuance of a new permit to such an
applicant.

{4} A person aggrieved by the department's Einal
decisicn to revoke a permit as provided in subsection {1}
may appeal the decisicon to the state tax appeal board within
30 days following the date on which the department issued
its firal decision.

{5) A decision of the state tax appeal board may be

appealed to a court of competent jurisdiction.

NEW SECTION. Section 49. Nontaxable transaction

certificate -- form. (1) The department shall provide for a
uniform nontaxable transaction certificate, In order to
obtain a deduction under [sections 1 through 6B and 74], a

purchaser shall use the certificate when purchasing goods or
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services for resale.

(2) At a minimum, the certificate must provide:

{a) the number of the permit issued to the purchaser
as provided in {section 45};

{b} the general character of property or service sold
by the purchaser in the regular course of business;

(c) the property or service purchased for resale;

(d) the name and address of the purchaser; and

(e) a signature line for the purchaser.

NEW SECTION. Section B0. Improper use of subject of
purchase obtained with nontaxable transaction certificate —-
penalty., (1) If a purchaser who uses a ncntaxable
transaction certificate utilizes the subject of the purchase
for a purpose other than cne allowed as a deduction under
[sections 1 through 68 and 74)], the use is considered a
taxable sale by the purchaser as of the time of first use by
him and the sale price he receives is considered the gross
receipts from the sale. If the sole nonexempt use is rental
while holding for sale, the purchaser shall include 1in his
gross receipts the amount of the rental charged. Upon
subsequent sale of the property, the seller shall include
the entire amount of gross receipts received from the
resale, without deduction of amounts prewviously received as

rentals.

(2) A person who uses a certificate for property that
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will be utilized for purposes other than the purpose claimed
is subject to a penalty, payable to the department, of §1i00
for each transaction in which an improper use of an
exemption certificate has occurred,

(3) Upon a showing of good cause, the department may
abate or waive the penalty or a portion of the penalty.

NEW SECTION, Section $1. cCommingling nontaxable
certificate goods. If a purchaser uses a nontaxable
transaction certificate with respect to the purchase of
fungible goods and thereafter commingles these gqoods with
fungible goods not so purchased but of such similarity that
the identity of the goods in the commingled mass cannot be
determined, sales from the mass of commingled goods are
considered to be sales of the goods purchased with the
certificate until the gquantity of commingled goods sold
equals the quantity of goods originally purchased under the
certificate.

NEW SECTION. Section 52. Liability for payment of tax
-- security for retailer without place of business --
penalty. (1) Liability for the payment of the sales tax and
use tax is not extinguished until the taxes have been paid
to the department.

(2) A retailer who does not maintain a place of
business in this state is liable for the sales tax or use

tax in accordance with [sections 1 through 68 and 74] and
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shall furnish adequate security as required in {section 58]
to ensure collection and payment of the taxes. When so
autherized and except as otherwise provided in [sections 1
through 68 and 74], the retailer is liable for the taxes
upcn all tangible property sold that is to be wused within
this state in the same manner as a retailer who maintains a
place of business within this state. The permit provided
for in (section 45] may be canceled at any time if the
department considers the security inadequate or believes
that the taxes can be collected more effectively in another
manner.

{3) No agent, canvasser, or employee of a retailer
doing business in this state who is not authorized by permit
from the department may sell, sclicit orders for, or deliver
any tangible personal property in Montana. If such an agent,
canvasser, or employee violates the provisions of [sections
1 through 68 and 74], he is subject to a fine of not more

than $100 for each separate transaction or event.

NEW SECTION. Section 53. common carriers as
retailers. A person engaged in the business of inrrastate or
interstate transportation by motor vehicle of tangible
personal property or passengers shall register as a retailer
and pay the taxes imposed by [secticns 1 through 68 and 747,

NEW SECTION. Section B4. application for permission

to report on accrual basis. (1} A person who has a permit
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issued pursuant to [section 45] may apply to the department
for permission to report and pay the sales tax or use tax on

an accrual basis.

(2) The application must be made on a form prescribed

by the department that coatains such information as the

department may require.

(3) A person may not report or pay the sales tax or

use tax on an accrual basis unless he has received written

permission f£rom the department.

MEW SECTION. Section 55. Returns -- payment —

authority of department . (1) Except as provided in

subsection {2), on or before the 25th day of each month in

which the tax imposed by [sec.ions 1 through 68 and 74] is

payable, a return, on a form provided by the department, and

payment of the tax for the preceding month must be filed

with the department. Each return must contain a confession

of judgment for the amount of the tax shown due, to the

extent not timely paid. A person making retail sales at two

or more places of business may file a c¢onsolidated return,

subject to rules prescribed by the department.

(2) A person who has a tax lisbility that averages

less than 3100 per month and who has been granted the

authority to report and pay the tax imposed by [sections 1

through 68 and 74] on a quarterly basis shall file a return

with payment on or before the 25th day of the month
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following the end of the quarter.

(3) (a) For the purposes of the sales tax or use tax.,
a return must be filed by:

(i) a retailer required to pay such tax; and

(ii) a person:

(A) purchasing any items the storage, use, or other
consumption of which is subject to the sales tax or use tax;
and

(B) who has not paid the tax to a retailer required to
pay the tax,

(b) Each return must be signed by the person filing
the return or by his agent duly authorized in writing.

{(4) (a) A person liable for the

taxes 1lmposed by

[sections 1 through 68 and 74)] shall keep records, render

statements, make returns, and comply with the provisions of
[sections 1 through 6B and 74} and the rules prescribed by
the department. Each return or statement must include the
information required by the rules of the department.

{b} For the purpose of determining compliance with the
provisions of this section, the department is authorized to
examine or cause to be examined any books, papers, records,

or memoranda relevant to making a determination of the

amount of tax due, whether the books, papers, records, or
memoranda are the property of or in the possession of the

person filing the return or another person. The department
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may also:

{i) require the attendance of a person having
knowledge or information relevant to a return;

{ii) compel the production of books, papers, records,
or memcoranda by a person required to attend;

(iii) take testimony on matters material to the
determination; and

(iv) administer oaths or affirmations.

(5} The returns due for July, August, and September of
1990 are due on or before October 25, 1990.

NEW SECTION. Section 56. Security -- limitations —-
sale of security deposit at auction ~-- bond. (1) The
department may require a retaller to deposit with the
department security in a form and amount the department
determines appropriate. The deposit may not be more than
twice the estimated average liability for the period for
which the return is required to be filed or $10,000,
whichever is less. The amount of security may be Iincreased
or decreased by the department, subject to the limitations
previded in this section.

(2) (a) If necessary, the department may sell property
deposited as security at public auction to recover any sales
tax or use tax or amount required to be collected, including
interest and penalties,

{b) Notice of the sale must be served personally or by
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certified mail upon the person who deposited the security.

(c¢) after the sale, any surplus above the amount due
and that is not required as security under this section must
be returned to the person who deposited the security.

{3) In lieu of security, the department may reguire a
retailer to file a bond, issued by a surety company
authorized to transact business in this state, to guarantee
solvency and responsibility.

{4} In addition to the other requirements of this
section, the department may require the corporate officers,
directors, or shareholders of a corporation to provide a
personal guaranty and assumption of 1liability for the
payment of the tax due under [sections 1 through 68 and 74].

NEW SECTION. Section 57. Extensions. {1} The
department may extend the time fer Ffiling a return and
remittance of tax, deficiencies, and penalties for a period
not to exceed 60 days from the date a return was due and may
require both an estimated return at the time fizxed for
filing the regularly required return and the payment of tax
on the basis of the estimated return.

(2) If an extension of time Ffor payment has been
granted under this section, interest at the rate provided in
{section 62(2)] 1is pavable from the date on which payment

was first due without extension until the tax is paid.

NEW SECTION. Section 58. Examination of returan -—
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adjustments -- delivery of notices and demands. (1) The
department may examine a return and make an investigation or
examination of the records and accounts of a person making
the return if the department considers it necessary to
determine the accuracy of the return.

{2) To determine the accuracy of a return, the
department may examine the records and accounts, using
statistical or other sampling technigues consistent with
generally accepted accounting principles.

(3) If the department determines that the amcunt of
tax due is different from the amount reperted, the amount of
tax computed on the basis of the examination conducted
pursuant to subsections (1) and {2) constitutes the tax to
be paid.

(4) If the tax due exceeds the amount of tax reported
as due on the taxpayer's return, the excess must be paid to
the department within 60 days after notice of the amount and
demand for payment is mailed or delivered to the person
making the return. If the amount of the tax found due by the
department is less than that reported as due on the return
and has been paid, the excess must be refunded to the person
making the return in the manner provided in 15-1-503.

{5} The notice and demand provided for in this section
must contain a statement of the computation of the tax and

must be:
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(a) sent by mall to the taxpayer at the address given
in his return, if any, or to his last-known address; or

(b) served personally upon the taxpayer.

NEW SECTION. Section 59. Penalties and interest for
violation. (1y (a) If a person, without purposely or
knowingly violating any requirement imposed by [sections 1
through 68 and 74], fails to file a return and pay the tax
on or before the due date there must be imposed a penalty of
5% of any balance of debt unpaid with respect to such a
return as of the date due, but in no event may the penalty
for failure to file a return by its due date be less than
55. The department may abate the penalty if the person
establishes that the failure to file on time was due to
reasonable cause and was not due to neglect on his part.

{b) If a person, without purposely or knowingly
violating any regquirement imposed by [sections 1 through 68
and 74), fails to pay a debt on or before its due date,
there must be added to the debt a penalty of 10% of the
debt, but not less than $5, and interest must accrue aon the
debt at a rate of 12% per annum for the entire period it
remains unpaid. The department may abate the penalty if the
person establishes that the failure to pay was due to
reasonable cause and was not due to neglect on his part.

(2) If a person purposely or knowingly viclates any

requirements 1ilmposed by [sections 1 through 68 and 741 by
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failing to file a return or tc pay a debt, if one is due at
the time, required by or under the provisions of [section
55], there must be added to the debt an additional amount
equal to 25% therecof, but not less than $25, and interest at
1% for each month or fraction of a month during which the

debt remains unpaid.

NEW SECTION. Section B0. Warrants for distraint. If a
tax imposed by [sections 1 through 68 and 74] or any portion
of such tax is not paid when due, the department may issue a
warrant for distraint as provided in Title 15, chapter 1,

part 7.

NEW SECTION. Section 61. Authority to collect
delinquent taxes, (1) The department shall c¢ollect taxes
that are delinquent as determined under [sections 1 through
68 and 747.

(2) To collect delinquent taxes after the time for
appeal has expired, the department may direct the offset of
tax refunds or other funds due the taxpayer from the state,
except wages subject t¢o the provisions of 25-13-614 and
retirement benefits,

(3) As provided in 15-1-705, the taxpayer has the
right to a hearing on the tax liability prior to any offset
by the department.

(4) The department may file a claim for state funds on

behalf of the taxpayer if a claim is required before funds

_45—

10
11
12
13
14
15

16

.
~J

18

19

20

21

22

24

25

LC 1717/01

are available for offset.

{5} The department shall provide the taxpayer with
written notice of the right to request a hearing under the
contested case procedures of Title 2, chapter 4, on the
matter of the offset action or the department's intent to
file a claim on behalf of the taxpayer. A written request
for a hearing must be made within 30 days of the date of the
notice, and the hearing must be held within 30 days
following receipt by the department ¢of the written reguest.

NEW SECTION. Section 62. Penalty for deficiency.
{1) (a) If the payment of a tax deficiency is not made
within 60 days after it is due and payable and 1if the
deficiency 18 due to negligence on the part of the taxpayer
but without fraud, there must be added to the amount of the
deficiency a penalty of 10% of the tax.

{b) Interest accrues on the unpald taxes at the rate
of 1% for each month or part therecf during which the taxes
remain unpaid. The interest must be computed from the date
the return and tax were originally due.

(c) In no event may the penalty imposed under
subsection {l){a) exceed 25% of the total tax due.

{2) If «the time for filing a return is extended, the
taxpayer shall pay, in addition to the tax due, interest
thereon at the rate of 1% for each month or part thereof

from the date the return was originally reguired to be filed
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to the time of payment.

{3) The department may not assess a penalty until such
time as the penalty equals $10 or more for any one tax
period or the period covered by any return or statement,

NEW SECTION. Section B3. Limitations. Except in the
case of a person who, with intent to evade the tax,
purposely or knowingly files a false or fraudulent return
vioclating the provisions of (sections 1 through 68 and 74],
the amount of tax due under any return must be determined by
the department within 5 years after the return was made. The
department is barred from revising a return or recomputing
the tax due therecon, and no proceeding in court for the
collection of the tax may be instituted unless notice of an
additional tax was provided within the period described 1in

this section.

NEW SECTION. Section 64. Refunds. A claim for a
refund made for taxes cocllected under [sections 1 through 68
and 74] must be in accordance with the procedure and Gtime
limits provided in 15-1-503,

NEW SECTION. Section B5. Administration —- rules. The
department shall:

{l1) administer and enforce the provisions of [sections

1 through 68 and 74};

{(2) cause to be prepared and distributed such forms

and infarmation as may be necessary to administer the
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provisions of [sections 1 through 68 and 74]; and
{3) promulgate such rules as may be appropriate to

administer and enforce the provisions of [sections 1 through

68 and 74].
NEW SECTION. Section 66. Revocation of corporate
license. (1) If a corporation authorized to do business in

this state and required to pay the taxes imposed under
[sections 1 through 68 and 74] fails to comply with any of
the provisions of [sections 1 through 68 and 74] or any rule
of the department, the department may, for reasonable cause,
certify to the secretary of state a copy of an order finding
that the corporation has failed to comply with specific
statutory provisions or rules.

(2) The secretary of state shall, upon receipt of the
certification, revoke the license authorizing the
corporation to do business in this state and may issue a new
license only when the corporation has obtained from the
department an order finding that the corporation has
complied with its obligations under [sections 1 through 68
and 74}.

{3} No order authorized in this section may be made
until the corporation is given an opportunity te be heard
and to show cause at a contested case hearing before the
department why such order should not be made. The

corporation must be given 30 days' notice of the time and
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place of the hearing and the reason for the propcsed order.

NEW SECTION, Section 687. Tax as debt. (1) The taxes
imposed by [sections 1 through 68 and 74] and related
interest and penalties become a personal debt of the person
required to file a return from the time the liability
arises, regardless of when the time for payment of such
liability occurs.

{2) In the case of an executor or administrator of the
estate of a decedent or in the case of a fiduciary, the debt
is that of the person in his official or fiduciary capacity
only. However, if he has voluntarily distributed the assets
held in such capacity without reserving sufficient assets to
pay the taxes, interest, and penalties, he is personally
liable for any deficiency.

(3) This section also applies to those corporate
officers, directors, or sharenholders required by the
department to personally guarantee the payment of the taxes
for their corporations.

NEW SECTION. Section 68. Information -
confidentiality -- agreements with another state. (1)} (a)
Except as provided in subsections (1)(b)} and (2). it is
unlawful for an employee of the department or any other
public official or public employee to divulge or otherwise
make known any information disclosed in a report or return

required to be filed under [sections 1 through 68 and 74] or
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any information concerning the affairs of the person making
the return that is acquired from his records, officers, or
employees in an examination or audit.

(b} Subsection (1l)(a) does not apply to informacion
cbtained from the taxpayer making the repcrt or return in
connection with a proceeding involving taxes due under
[sections 1 through 68 and 74] or to compliance with the
provisions of subsection (2).

(¢) Nothing in this section may be construed to
prohibit the department from publishing statistics if they
are classified in a way that does not disclose the identity
and content of any particular return or report. A person
violating the provisions of this section is subject to the
penalty provided in 15-30-303 for violating the
confidentiality of individual income tax information.

{2) (a) The department may enter inte an agreement
with the taxing officials of ancther state for the
interpretation and administration of the laws of their state
that provide for the collection of sales taxes or use taxes
in order to promote fair and equitable administraticn of
such laws and to eliminate double taxation.

(b) The department, in order to implement the
provisions of {[sections 1 through 68 and 74], may furnish
information on a reciprocal basis to the taxing officials ot

another state or to the taxing officials of a municipality
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of this state that has a local sales tfax or use tax.

(3) 1In order to facilitate processing of returns and
payments of taxes required by [sections 1 through 68 and
741, the department may contract with vendors and may
disclose data to the vendors. The data disclosed must be
administered by the vendor in a manner consistent with this
section,

NEW SECTION. Section 689. cCredit for sales tax and use
tax —— definitions. As used in {sections 6% through 73}, the
following definitions apply:

(1) "Claimant"” means an individual natural person who
is eligible to file a claim under [section 701.

[2) "Department" means the department of revenue.

{3) "Gross household income" means all monetary
benefits of any kind received by each individual member of
the household, without regard to 1losses of any kind and
without regard to whether the benefits are taxable income
under state or federal income tax laws. Such income
includes but is not limited to the following:

(a) 100% of the gains on all sales;

{b) alimony, child support. or any other type of
maintenance payments;

{c) cash public assistance and relief;

(d) 1life insurance and endowment contracts;

{e) social security and the gross amount of any
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pension or annuity (including railroad retirement benefits
and veterans' disability benefits);

{f) unemployment and workers' compensation benefits;

(g) all tax refunds; and

{h} any monetary benefits defined as income in the
Internal Revenue Code or by this chapter.

(4) "Household" means an association of persons who
live in the same dwelling, sharing its furnishings,
facilities, accommcdations, and expenses. The term does not
include bona fide lessees, tenants, or rocmers and boarders

on contract.

NEW SECTION. Section 70. credit for sales tax and use
tax. (1) Except as provided in subsection (2), there |is
allowed a credit against tax liability for each resident who
Files an individual Montana income tax return under this
chapter as provided in subsection {3}). The credit may be
claimed even though the resident has no taxable income under
Title 15, chapter 30.

{2y A cilaim for the tax credit provided 1in this
section may not be filed by a resident who:

(a) is an inmate of a public institution for more than
6 months during the tax year far which the tax credit is
claimed; or

{b) is not physically present in Montana for at least

6 months during the tax year for which the rax credit is
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claimed.

{3) For each exemption claimed under 15-30-112(2} and
(5), a credit is allowed according to the following
schedule:

Gross Household Income Credit per Exemption

s 0 - 12,999 $100
13,000 - 14,990 50
15,000 - 19,999 29
20,000 or more 0

(4) If the amount of credit allowed in this section
exceeds the amount of tax liability under this chapter by $1
or more, the department shall refund the amount in excess.
1f the excess is less than $1, the department may not make a
refund.

NEW SECTION. Section 71. Credit for sales tax and use
tax -- filing date —— extension. (1) Except as provided in
subsection (2), a claim for a credit must be submitted at
the same time the claimant's individual income tax return is
due. PFor an individual not required te file a tax return, a
claim for relief must be submitted on or before April 15 of
the year following the year for which relief is scught. In
submitting a eclaim £for the credit, the taxpaver shall
provide the social security number for each person claimed
as an exemption, except dependent children under 2 years of

age, for which the credit is claimed.
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(2) The department may grant a reasonable extension
for filing a claim whenever in its Jjudgment gocd cause
exists. The department shall keep a record of each exteasion
and the reason for granting the extension,

{3) In the event that an individual who would have a
claim under [sections 69 through 73] dies before £iling the
claim, the personal representative of the estate of the
decedent may file the claim.

NEW SECTION. Section 72. Examination of credit claims
-- adjustments -- delivery of notices and demands. (1) The
department may examine a claim for credit and may make an
investigation of the records and accounts of a person making
the claim if the department considers it necessary to
determine the accuracy of the claim,

{2) If the department determines that the amount of
the credit due is different from the amount reported, the
amount of credit computed on the basis of the examination
conducted pursuant to subsection (1) constitutes the amount
of credit due.

(3) If the credit due is less than the amount claimed
as due by the claimant, the excess must be paid to the
department within 60 days after notice of the amount and
demand for payment is mailed to the person making the claim.

{4) The notice and demand provided for in this section

must contain a statement of the computation of the credit
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and must be:
{a) sent to the claimant at the address given on his
claim, if any, or to his last-known address; or

{b) served perscnally upon the taxpayer.

NEW SECTION. Section 73. Penalties for violation. (1)
If a person, without purposely or knowingly violating the
provisions of [sections 70 and 71), claims credits for which
he 1is not entitled, there must be added a penalty of 10% of
the amount of excess, but in no case may the penalty be less
than $5. Interest in the amount of 12% per annum must be
added to the penalty on the amount of excess until the debt
is satisfied.

(2) 1I1f a claimant, purposely or knowingly violates the
provisions of (sections 70 and 71)], future claims for
credits may be denied by the department.

NEW SECTION. Section 74, Sales tax and use tax
account. (1) There is within the state special revenue fund
a sales tax and use tax account.

{2) All money cocllected under [sections 1 through 68
and 74] must be paid by the department into the sales tax
and use tax account.

(3) There must be retained in the sales tax and use
tax account the amounts necessary under [sections 1 through
751 to repay overpayments, pay any erroneous receipts

illegally assessed or collected or that are excessive in
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amount, and pay any other refunds otherwise required.

NEW SECTION. Section 78. bpisposition of sales tax and
use tax revenue -- legislative appropriation. (1) Sales tax
and use tax revenue is allocated as follows:

{a} the amount determined under [section 76(3)] to
provide property tax replacement revenue for each taxing
jurisdiction;

{b) the amount of sales tax and use tax trevenue
remaining after the allocation in subsection ({l){a) 1is
distributed as follows:

(i) 53% to state equalization aid as provided in
20-9-343;

(ii) 15% to the state special revenue fund for the
support, maintenance, and improvement of the Montana
university system, vocational-technical centers, and
community college districts, subject to the board of
regents' supervision, as provided in [section 107): and

(iii) 113 to the local government block grant account
in the state special revenue fund as provided 1in ([section
140]; and

{c) the remainder to the state general fund.

{2) This section provides for the disposition of sales
tax and use tax revenue. No allocations may be made [rom the

sales tax and wuse tax account until appropriated by the

legislature.
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NEW SECTION., Section 76. property tax replaceament
revenue. (1) For the taxable year beginning January 1, 1989,
the department of revenue shall determine for each taxing
jurisdiction in each county the taxable wvalue of all
property in the following categories, calculated at the
taxable rate in effect on January 1, 1989:

(a) class four through class ten;

(b) class twelve; and

{c) class fourteen through class nineteen.

(2) For the taxable year beginning January 1, 1990,
the department shall determine for each taxing jurisdiction
in each county the taxable value of all property in the
following categories:

(a) class four and class five;

{b) class fifteen; and

(c) class seventeen.

(3) For each taxing jurisdiction in each county, the
department shall:

{a) subtract the taxable value for the taxable vyear
beginning January 1, 1990, as described under subsection
{2), from the taxable value for the taxable year beginning
January 1, 1989, as described under subsection (1):

(b) multiply the amount resulting from the subtraction
by the certified state and local mill levies for 1990; and

{c) distribute to each county and the appropriate
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state accounts, beginning in 1990 and each year thereafter,
the amount resulting from the calculations made in
subsections (3){a) and (3){(b) in two installments for each
taxing jurisdiction, for distribution on or before November
30 and May 31 in each fiscal year.

{4) On or before May 31, 13%0. the department shall
remit to the county treasurer of each county 30% of the
reimbursement amount computed by the department. The
department shali base the reimbursement on the reduction in
personal preperty tax revenues due to the reducticen in
personal property tax rates for class five property as
provided in 15-6-135 and agricultural exemptions as provided
in 15-6-207. The reimbursement revenue must be based on the
county's taxable value and mill lewies for taxable vyear
1989.

{5) Upcn receipt of the funds distributed according to
this section, the county treasurer shall distribute the
funds for county, school district, municipal, and special
district purposes in the same manner as property taxes are
distributed, but ignoring state property tax levies.

Section 77. Section 7-1-2111, MCA, is amended to read:

"7-1-2111. Classification of c¢ounties. (1) For the
purpuse of regulating the compensation and salaries of all
county officers, not otherwise provided for, and for fixing

the penalties of officers' bonds, the several counties of

~5B8-—-



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

25

LC 1717/01

this state shall be classified according to that percentage
of the true and full valuation of the property therein upon
which the tax levy is made, except for vehicles subject to
taxation under 61-3-504(2), as follows:

ta) first class--all counties having such a taxable
valuation of $50 million or over:

{b) second c¢lass--all counties having such a taxable
valuation of more than $30 million and less than $50
million;

(¢} third class--all counties having such a taxable
valuation of more than $20 million and less than $30
million;

{d) fourth class--all counties having such a taxable
valuation of more than $15% million and less than $20
million;

(e) fiftn class--all counties having such a taxable
valuation of more than $10 million and less than §$15
million;

(£) sixth class--all counties having such a taxable
valuation of more than $5 million and less than $10 million;

{g} seventh class--~all counties having such a taxable
valuation of less than $5 million.

(2} As used in this section, taxable valuation means
the taxable wvalue of taxable property in the county as of

the time of determination plus:
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(a} that portion of the taxable value of the county on
December 31, 1981, attributable to automobliles and trucks
having a rated capacity of three-guarters of a ton or less;

(b) the amount of interim production and new
production taxes levied, as provided in 15-23-607, divided
by the appropriate tax rates described in 15-23-607(2)(a) or
(2)(b) and multiplied by 60%; and

(¢) the amount of value represented by new production
exempted from tax as provided in 15-23-612; and

(d) 12.9% of the total taxable value of the county on

December 31, 19§80."

Section 78. Section 7-3-1321, MCa, is amended to read:

"7-3-1321. Authorization to incur indebtedness -
limitation. (1) The consoclidated municipality may borrow
money or issue bonds for any municipal purpose to the extent
and in the manner provided by the constitution and laws of
Montana for the borrowing of money or issuing of bonds by
counties and cities and towns.

(2) The municipality may not become indebted in any
manner or for any purpose to an amcunt, including existing

indebtedness, in the aggregate exceeding 2B% 32 of the

pers

taxable value of the taxable property therein, as
ascertained by the last assessment for state and county
taxes prior to incurring such indebtedness. All warrants,

bonds, or obligations in excess cof such amount given by or
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on behalf of the municipality shall he void.™

Section 79. section 7-6-2211, MCA, is amended to read:

"7-6-2211. Authorization to conduct county business on
a cash basis., (1) In case the total indebtedness of a
county, lawful when incurred, exceeds the limit of 23% 26%
established in 7-7-2101 by reason of great diminution of
taxable value, the county may conduct its business affairs
on a cash basis and pay the reasonable and necessary current
expenses of the county out of the cash in the county
treasury derived from its current revenue and under such
restrictions and regulations as may be imposed by the board
of county commissioners of the county by a resclution duly
adopted and included in the minutes of the board.

(2) Nothing in this section restricts the right of the
board to make the necessary tax levies for interest and
sinking fund purposes, and nothing in this section affects
the right of any creditor of the county to pursue any remedy
now given him by law to obtain payment of his claim.”

Section 80. section 7-6-4121, MCA, is amended to read:

"7-6-4121. Authorization to conduct municipal busineas
on a cash basis. (1) In case the total indebtedness of a
city or town has reached 3% 19% of the total taxable wvalue
of the property of the city or town subject to taxation, as
ascertained by the last assessment for state and county

taxes, the city or town may conduct its affairs and business
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on a cash basis as provided by subsection (2}.

(2) (4a) Whenever a city or town 1is conducting its
business atfairs on a cash basis, the reascnable and
necessary current expenses of the city or town may be paid
out of the cash in the city or town treasury and derived
from 1its current revenues, under Ssuch restrictions and
requlations as the city or town council may by ordinance
prescribe.

(b) In the event that payment is made in advance, the
city or town may require a cash deposit as collateral
security and indemnity, equal in amount to such payment, and
may hold the same as a special deposit with the city
treasurer or town c¢lerk, in package form, as a pledge for
the fulfillment and performance of the contract or
obligation for which the advance is made.

(c) Before the payment of the current expenses
mentioned above, the city or town council shall first set
apart sufficient money to pay the interest upon its 1legal,
valid, and outstanding bonded indebtedness and any sinking
funds therein provided for and shall be authorized to pay
all wvalid claims against funds raised by tax especially

authorized by law for the purpose of paying such claims."
Section 81. section 7-6-4254, MCA, is amended to read:

"7-6-4254. Limitation on amount of emergency budgetks

and appropriations. (1) The total of all emergency budgets
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and appropriations made therein in any one year and to be
paid from any city fund may not exceed 368% 43% of the total
amount which could be produced for such city fund by a
maximum levy authorized by law to be made for such fund, as
shown by the last completed assessment roll of the county.

{2) The term "taxable property", as used herein, means
the percentage of the wvalue at which such property is
assessed and which percentage is used for the purposes of
computing taxes and does not mean the assessed value of such
property as the same appears on the assessment roll."

Section 82. section 7-7-107, MCA, is amended to read:

"7-7-197. Limitation on amount of bonds for
city-county consolidated wunits. (1) Except as provided in
7-7-108, no city-county consolidated 1local government may
issue bonds for any purpose which, with all outstanding
indebtedness, may exceed 35% 44% of the taxable value of the
property therein subject to taxation as ascertained by the
last asseasment 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 1is merely the
changing of the evidence cof outstanding indebtedness."

Section 83. section 7-7-108, MCa, is amended to read:

"7-7-108. Authorization £for additional indebtedness

for water or sewer systems. (1) For the purpose af

-3~

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

25

LC 1717/01

constructing a sewer system or procuring a water supply or
constructing or acquiring a water system for a city-county
consolidated government which shall own and control such
water supply and water system and devote the revenues
therefrom to the payment of the debt, a city-county
consolidated government may incur an additional indebtedness
by borrowing money or issuing bonds.

{2) The additional indebtedness which may be incurred
by borrowing money or issuing bonds for the construction of
a sewer system or for the procurement of a water supply or
for both such purposes may not in the aggregate exceed 10%
over and above the 39% 44% referred to in 7-7-107 of the
taxable wvalue cf the property therein subject to taxation as
ascertained by the last assessment for state and county
taxes."”

Section 84, Section 7-7-2101, MCA, is amended to read:

"7-7-21¢1. Limitation on amount of county
indebtedness. (1) No county may become indebted in any
manner or for any purpose to an amount, including existing
indebtedness, in the aggregate exceeding Z2Z3% 263% of the
total of the taxable value of the property therein 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
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exempted from tax as provided in 15-23-612, as ascertained
by the last assessment for state and county taxes previous
to the incurring of such indebtedness.

(2) No county may incur indebtedness or liability for
any slingle purpose to an amount exceeding $500,000 without
the approval of a majority of the electors thereof voting at
an election to be provided by law, except as provided in
7-21-3413 and 7-21-3414.

(3) Nothing in this section shall apply to the
acquisition of conservation easements as set forth in Title
76, chapter 6."

Section 85. section 7-7-2203, MCA, is amended to read:

*7-7-2203. Limitation on amcunt 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 ¥*<25% 12.5% 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 wvalue represented
by new preoduction 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

_65_

1L
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 1717/01

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 27s75% 31% of the total
of the taxable value of the property in rhe 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 purpocse of acquiring land for a site for
county high school buildings and for erecting or acguiring
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 ¥2<5% 14% of
the taxable wvalue of the property in the county subject to
taxation.

{4) The iimitation in subsection (1) shall not apply
to refunding bonds issued for the purpose of paying or
retiring county bonds lawfully issued prior to January 1,

1932."

Section 86. Section 7-7-4201, MCA, is amended to read:

"7-7-4201. Limitation on amount of bonded

-66_



10

11

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

25

LC 1717/01

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 cutstanding and wunpaid
indebtedness will exceed 28% 32% 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 1is merely the
changing of the evidence of outstanding indebtedness."

Section 87. section 7-7-4202, MCA, is amended to read:

“*7-7-4202, Special provisions relating to water and
sewer systems. (1) Notwithstanding the provisions of
7-7-4201, for the purpeose of constructing a sewer system,
procuring a water supply, or constructing or acquiring a
water system for a city or town which owns and controls the
water supply and water system and devotes the revenues
therefrom to the payment of the debt, a city or town may
incur an additional indebtedness by borrowing money or
issuing bonds.

(2) The additicnal total indebtedness that may be
incurred by borrowing money or issuing bonds for the
construction of a sewer system, for the procurement of a
water supply, or for both such purposes, including all

indebtedness theretofore contracted which is unpaid or
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outstanding, may not in the aggregate exceed 55% over and
above the =28% 32%, referred to in 7-7-4201, of the taxable
value of the property therein subject to taxation as
ascertained by the 1last assessment for state and county
taxes."”

Section 88. section 7-13-4103, HMCA, is amended to
read:

*7-13-4103. Limitation on indebtedness for acquisition
of natural gas system. The total amount of indebtedness
authorized to be contracted in any form, including the
then-existing indebtedness, must not at any time exceed 7%
19% of the total taxable value of the property of the city
or town subject to taxation as ascertained by the last
assessment for state and county taxes."

Section 89. section 7-14-236, MCA, is amended to read:

"7-14-236. Limitation on bonded indebtedness. The
amount of bonds issued to provide funds for the district and
outstanding at any time shall not exceed 28% 32% of the
taxable value of taxable property therein as ascertained by
the last assessment for state and county taxes previous to
the issuance of such bonds."

Section 90. section 7-14-2524, MCA, is amended to
read;

“7-14-2524. Limitation on amount of bonds issued —-—

excess void. (1) Except as otharwise provided hereafter and
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in 7-7-2203 and 7-7-2204, no county shall issue bonds which,
with all outstanding bonds and warrants except county high
school bonds and emergency bonds, will exceed $3+25% 12.5%
of the total of the taxable value of the property therein,
plus the amount of interim preduction and new production
taxes levied divided by the appropriate tax rates described
in 195-23-607(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. The taxable property and the
amount of interim production and new production taxes levied
shall be ascertalned by the last assessment for state and
county taxes prior to the issuance of such bonds.

(2) A county may issue bonds which, with all
outstanding bonds and warrants except county high school
bonds, will exceed **=25% 12.5% but will not exceed 22:5%
25.5% of the total of the taxable value of such property,
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 69%, plus the
amount of value represented by new production exempted from
tax as provided in 15-23-612, when necessary for the purpose
of replacing, rebuilding, or repairing county buildings,
bridges, or highways which have been destroyed or damaged by
an act of God, disaster, catastrophe, or accident.

(3) The value of the bonds issued and all other
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cutstanding indebtedness of the county, except county high
school bonds, shall not exceed 22+<5% 25.5% of the total of
the taxable value of the property within the county, 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, as ascertained by the last
preceding general assessment."

Section 91. sSection 7-14-2525, MCA, is amended to
read:

"7-14-2525. Refunding agreements and refunding bonds
authorized. (1) Whenever the total indebtedness of a county
exceeds 22+5% 25.5% 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 15-23-612, and
the beoard determines that the county is unakle to pay such
indebtedness in full, the board may:

(4a) negotiate with the bondholders for an agreement
whereby the bondholders agree to accept less than the full

amount o©of the bonds and the accrued unpaid interest thereon

in satisfaction thereaf;
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{b) enter intc such agreement;

[¢) issue refunding bonds for the amount agreed upon,

(2) These bonds may be issued in more than one series,
and each series may be either amortizaticn or serial bonds,

{3} The plan agreed upon between the beard and the
bondholders shall be embodied in full in the resolutien
providing for the issue of the bonds.”

Section 92. Section 7-14-4402, MCA, is amended to
read:

"7-14-4402. Limit on indebtedness to provide bus
service. The total amount of indebtedness authorized under
7-14-4401(1) to be contracted in any form, including the
then-existing indebtedness, may not at any time exceed 28%
32% of the total taxable value of the property of the city
or town subject to taxation as ascertained by the last
assessment for state and county taxes, No money may be
borrowed or bonds igssued for the purposes specified in
7-14-4401(1) until the proposition has been submitted to the
vote of the taxpayers of the city or town and the majority
vote cast in its fawvor."

Section 93. section 7-16-2327, MCA, is amended to
read:

"7-16-2327. 1Indebtedness for park purposes. (1}
Subject to the provisions of subsection (2), a county park

board, in addition to powers and duties now given under law,
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shall have the power and duty to contract an indebtedness in
behalf of a county, upon the credit thereof, for the
purposes of 7-16-2321(1) and (2).

{2} (a} The total amount of indebtedness authorized to
be contracted in any form, including the then-existing
indebtedness, must not at any time exceed 3% 15% of the
total of the taxable value of the taxable property 1in the
county, plus the amount of interim production and new
proeduction 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, ascertained by
the last assessment for state and county taxes previous to
the incurring of such indebtedness.

(b) No money may be borrowed on bonds issued for the
purchase of 1lands and improving same for any such purpose
until the proposition has been submitted to the vote of
those qualified under the provisions of the state
constitution to vote at such election in the county affected
thereby and a majority vote is cast in favor thereof.”

Section 94. Section 7-16-4104, MCA, is amended to
read:

"7-16-4104. Authorization for municipal indebtedness
for various cultural, social, and recreational purposes. (1)

A city or town council or commission may contract an
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indebtedness on behalf of the city or town, upon the credit
thereof, by borrowing money or issuing bonds:

(a) for the purpose of purchasing and improving lands
for public parks and grounds;

(b) for procuring by purchase, c¢onstruction, or
otherwise swimming pools, athletic fields, skating rinks,
playgrounds, museums, a golf course, a site and building for
a civic center, a youth center, or combination therecE; and

(c) for furnishing and equipping the same,

(2) The total amount of indebtedness authorized to be
contracted in any form, including the then-existing
indebtedness, may not at any time exceed 165% 19% of the
taxable value of the taxable property of the city or town as
ascertained by the last assessment for state and county
taxes previous to the incurring of such indebtedness. No
money may be borrowed on bonds issued for the purchase of
lands and improving the same for any such purpose until the
proposition has been submitted to the vote of the qualified
electors of the city or town and a majority wvote is cast in

favor thereof."
Section 95. section 7-31-106, MCA, is amended to read:
"7-31-106. Authorization £for county to issue bonds —
election required. (1) If the petition is presented to the
beoard of county commissioners, it shall be the duty of the

board, for the purpose of raising money to meet the payments
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under the terms and conditions of said contract and other
necessary and proper expenses in and about the same and for
the approval or disapproval thereof:

(a) to ascertain, within 30 days after submission of
the petition, the existing indebtedness of the county in the
aggregate; and

(b} to submit, within 60 days after ascertaining the
same, to the electors of such c¢ounty the proposition to
approve or disapprove the contract and the issuance of bonds
necessary to carry ocut the same.

{2} The amount of the bonds authorized by this section
may not exceed 22:5% 25% of the taxable value of the taxable
property therein, inclusive of the existing indebtedness
thereof, to be ascertained by the last assessment for state
and county taxes previous to the issuance of said bonds and
incurring of said indebtedness."

Section 96. sSection 7-31-107, MCA, is amended to read:

"7-31-107. Authorization for municipality to issue
bonds -- election required. (1) If said petition is
presented tc the council of any incorporated city or town,
the council, for the purpose of raising money toc meet the
payments under the terms and conditions of said contract and
cther necessary and proper expenses in and about the same
and for the approval or disapproval thereof:

{(a) shall ascertain, within 30 days after submission
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of the petition, the aggregate indebtedness of such city or
town; and

(b) shall submit, within 60 days after ascertaining
the same, to the electors of such c¢ity or town the
proposition to approve or disapprove said contract and the
issuance of bonds necessary to carry out the same.

(2) The amount of the bonds authorized by this section
may not exceed #6+5% 19% of the taxable value of the taxable
property therein, inclusive of the existing indebtedness
thereof, to be ascertained in the manner provided in this
part."

Section 97. section 7-34-2131, MCA, is amended to
read:

"7-34-2131. Hospital district bonds authorized. (1) A
hospital district may borrow money by the issuance of its
bonds to provide funds for payment of part or all of the
cost of acquisition, furnishing, equipment, improvement,
extension, and betterment of hospital facilities and to
provide an adequate working capital for a new hospital.

{2) The amount of bonds issued for such purpose and
outstanding at any time may not exceed 2275% 25.5% of the
taxable value of the property therein as ascertained by the
last assessment for state and county taxes previous Lo the
issuance of such bonds.

(3) Such bonds shall be authorized, sold, and issued
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and provisions made for their payment in the manner and
subject to the conditions and limitations prescribed for
bonds of school districts by Title 20, chapter 9, part 4.

{4) Nothing herein shall be construed to preclude the
provisieons of Title 50, chapter 6, part 1, allowing the,
state to apply for and accept federal funds.”

Section 98. Section 20-9-406, MCA, is amended to read:

"20-9-406. Limitations on amocunt 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 bands of previous
issues and registered warrant:, is 45% 51% of the taxable
value of the property subject to taxation as ascertained by
the last completed assessment for state, ¢ounty, and school
taxes previous to the incurring of such indebtedness. The
45% 51% maximum, however, may not pertain to indebtedness
imposed by special improvement district obligations or
assessments against the school district. All bonds issued in
excess of such amount shall be null and wveid, except as
provided in this sectiocn.

{2) When the total indebtedness of a school district
has reached the 45% 51% 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
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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."

Section 99. section 20-9-407, MCA, is amended to read:

“20-9-407. Industrial facility agreement for bond
issue 1in excess of maximum. (1) In & school @distriet within
which a new major industrial facility which seeks to qualify
for taxation as class five property under 15-6-135 is being
constructed or 1is about to be constructed, the school
district may require, as a precondition of the new major
industrial facility qualifying as class five property, that
the owners of the proposed industrial facility enter into an
agreement with the school district concerning the issuing of
bonds in excess of the 45% 51% limitation prescribed in
20-9-406. Under such an agreement, the school district may,
with the approval of the voters, issue bonds which exceed
the limitation prescribed in this section by a maximum of
45% 51% of the estimated taxable value of the property of
the new major industrial facility subject to taxation when
completed. The estimated taxable value of the property of
the new major industrial facility subject to taxation shall

be computed by the department of revenue when requested to
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do so by a resolution of the board of trustees of the school
district. A copy of the department's statement of estimated
taxable value shall be printed on each ballot used to vote
on a bond issue proposed under this section.

{2) Pursuant to the agreement between the new major
industrial facility and the school district and as a
precendition to qualifying as class five property, the new
major industrial facility and its owners shall pay, in
addition to the taxes imposed by the school distriet on
property owners generally, so much of the principal and
interest on the bonds provided for under this section as
represents payment on an indebtedness in excess of the
limitation prescribed in 20-9-406. After the completion of
the new major industrial facility and when the indebtedness
of the school district no longer exceeds the limitation
prescribed in this section, the new major industrial
facility shall be entitled, after all the current
indebtedness of the school district has been paid, to a tax
credit over a period of no more than 20 years. The credit
shall as a total amount be equal to the amcunt which the
facility paid the principal and interest of the school
district's bonds in excess of its general liability as a
taxpayer within the district.

(3) A major industrial facility is a facility subject

to the taxing power of the school district, whose
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construction or operation will increase the population of
the district, imposing a significant burden upon the
resources of the district and requiring construction of new
school facilities. A significant burden is an increase in

ANB of at least 20% in a single year."

Section 100. section 15-1-101, MCA, is amended to
read:

"15-1-101. Definitiocns. (1) Except as otherwise
specifically provided, when terms mentioned in this section
are used in connection with taxation, they are defined in
the following manner:

(a2) The term “agricultural" refers to the raising of
livestock, poultry, bees, and other species of domestic
animals and wildlife in domestication or a captive
environment, and the raising of field crops, fruit, and
other animal and vegetable matter for food or fiber.

(b) The term “"assessed value" means the value of
property as defined in 15-8-111.

(c) The term "average wholesale value" means the value
Lo a dealer prior to reconditioning and profit margin shown
in national appraisal guides and manuals or the valuation
schedules of the department of revenue.

{d} (i) The term "commercial", when used to describe
property, means any property used or owned by a business, a

trade, or a nonprofit corporation as defined in 35-2-102 or
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used Ffor the production of income, except that property
described in subsection (ii}).

(ii) The following types cf property are not
commercial:

(A) agricultural lands and timberlands;

tBy-—timbheriands;

{e€¥{B) single-family residences and ancillary
improvements and improvements necessary to the function of a
bona fide farm, ranch, or stock operation;

€B3{C) mobile homes used exclusively as a residence
except when held by a distributor or dealer of trailers or
mobile homes as his stock in trade; and

tE+{D) all property described in 15-6-135(1)(h).r

tF}{--ali-property-deseribed-in~15-6-136;-and

+6}-—aii-property-described-in-15-6-146+

{e) The term “comparable property"” means property that
has similar use, functicn, and utility; that is influenced
by the same set of economic trends and physical,
governmental, and social factors; and that has the potential
af a similar highest and best use.

(f) The term "credit" means solvent debts, secured or
unsecured, owing to a person,

(g) The term "improvements" includes all buildings,

structures, fences, and improvements situated upon, erected

upon, or affixed to land. When the department of revenue or
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its agent determines that the permanency of location of a
mobile home or housetrailer has been established, the mcbile
home or housetrailer is presumed to be an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently located only when it is
attached to a foundaticn which cannot feasibly be relocated
and only when the wheels are removed.

{h) The term “leasehold improvements" means
improvements tc mobile homes and mobile homes located on
land owned by another person. This property is assessed
under the appropriate classification and the taxes are due
and payable in two payments as provided in 15-24-202.
Delinguent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

{i) The term "livestock"” means cattle, sheep, swine,
goats, horses, mules, and asses.

{j} The term "mobile home" means forms of housing
known as “trailers", "housetrailers", or "trailer coaches"
exceeding 8 feet in width or 45 feet in length, designed to
be wmoved from one place to another by an independent power
connected to them, or any “"trailer“, “housetrailer", or
"trailer coach" up to 8 feet in width or 45 feet in length
used as a principal residence.

(k) The term “"personal property"” includes everything

that is the subject of cwnership but that is not included
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within the meaning of the terms "real estate" and
"improvements".

(1) The term "poultry" includes all chickens, turkeys,
geese, ducks, and other birds raised in domestication to
produce food or feathers.

(m) The term “property" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
treal, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks 1s within the state and has been taxed.

{n) The term "real estate" includes:

(i) the possession of, claim to, ownership of, or
right to the possession of land;

{ii) all mines, minerals, and gquarries in and under the
land subject to the provisions of 15-23-501 and Title 15,
chapter 23, part 8; all timber belonging to individuals or
corporaticns growing or being on the 1lands of the United
States; and all rights and privileges appertaining thereto.

(o) "Research and development firm" means an entity
incorporated under the laws of this state or a foreign
corporation authorized to do business in this state whose
principal purpose is to engage in thecretical analysis,

exploration, and experimentation and the extension of
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investigative findings and theories of a scientific and
technical nature into practical application for experimental
and demonstration purposes, including the experimental
production and testing of models, devices, equipment,
materials, and processes.

(p) The term “taxable value" means the percentage of
market or assessed value as provided for in 15-6-131 through

15-6-149 15-6-135, 15-6-141, 15-6-145, and 15-6-147.

(g) The term “weighted mean assessment ratic" means
the total of the assessed values divided by the total of the
selling prices of all area sales in the stratum.

(2) The phrase "municipal corporation"” ar
"municipality" or "taxing unit" shall be deemed to include a
county, city, incarporated town, township, school district,
irrigation district, drainage district, or any person,
persons, or organized body authorized by law to establish
tax levies for the purpose of raising public revenue.

{3) The term "state board" or "board" when used
without other qualification shall mean the state tax appeal
board."

Section 101. Section 15-6-133, MCA, is amended to
read:

“15-6-133. Class three property -- description --

taxable percentage. (1) Class three property includes:

{a) agricultural land as defined in 15-7-202%; and
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(b} timberland. For the purpose of this section,

"timberland"” means contiguous land that exceeds 15 acres in

one ownership and that is capable of producing timber that

can be harvested in commercial guantity.

{2) Class three property 1is taxed at the-taxabie
percentage—rate-2p4 30% of its productive capacity.
+3¥-—-Hntiit-dJuity-17;-1298657-the--taxabie--percentage--rate
upu-far-class-three-property-i+a-38%<
t4y--Prier--to--duty-i7-19867-the-department-of-revenne
shati-determine-the-taxable-percentage-—rate--UPl-—apnticabie
to--ctass-three-property-for-the-revatuation-cycte-beginning
Fanuary-17-19867-as—folitowss
{tay-~Fhe-director-of-the-department--of--revenue--shait
certify--to-the-gevernor-before-Jduiy-1;-19867-the-percentage
by-which-the-appratsed-vaiue-of-ati-property--in--the--state
ctassifted--under--cizsns--three--as--of-January-ty-13867-has
tncreased-due-te-the-revatuation-condueted-—under--15-%-t%i<
Phis-——figqure---is---the---Ycertified--atatewide--percentage
rnereasels
thy~--Phe-taxablz-vatue-of-property-in--ctass—-three——is
determined---as-——a--function--of——the--certifred-—statewide
pereentage-tnerease--in--accordance--with—-the—-table--shown
betows
tcy-—Fhis---tabite--iimita--the--statewide--inerease-—in

taxabte-vatuatien--reseiting -from--reappraisat--te -8%s-—%In
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eatentating-~the-percentage-increaser-the-department -may- not
econstder-agricutturai-use-changes-during-catendar-year-1$85<
{d)-—-The--taxabte--percentage--must--be--catcutated--by
interpolation--to--coincide—-with--the--nearest-whole-number
certified-statewide-percentage-increase-from--the--foltewing
tables
€ertified-Statewide €tass-Phrea-Paxabie

Fercentage-increase Percentage-4p#

-8 Je<o0
8 2327
20 2568
30 23-88
L 1] 2%+ 43
Se 26<-08

t5y--After-—Futy--17-19867-no-adjustment-may-be-made—by
the-department-to-the-taxabie-percentage-rate--"pi--untii--a
revatuation-has-besan-made-as-provided-in-15-7-311i:-"

Section 102. section 15-6-134, MCA, 1is amended ta
read:

*15-6-134. Class four property -- description -
taxable percentage. (1) Class four property includes:

{a) all 1land except that specifically included in

another class;

(b) all improvements except those specifically

included in another class;
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{c) the first $80,000 or less of the market value of
any improvement on real property and appurtenant land not
exceeding 5 acres owned or under contract for deed and
actually occupied for at least 10 months & vyear as the
primary residential dwelling of any person whose total
income from all sources including otherwise tax-exempt
income of all types is not more than $10,000 for a single
perscn or $12,000 for a married couple, as adjusted
according to subsection (2)(b}(ii):

{d} all golfE courses, including land and improvements
artually and necessarily used for that purpose, that consist
of at least 9 holes and not less than 3,000 lineal yards.

(2) Class four property is taxed as follows:

{a) Except as provided in 15-24-1402 or 15-24-1503%,
property described in subsecticons (1)(a) and (1){(b) is taxed
at 3+86% 3.5% of its market value,

(b} (i) Property described 1in subsection {1)(c) is
taxed at 3+86% 3.5% of its market wvalue multiplied by a
percentage figure based on income and determined from the
following table:

Income Income Percentage

Single Person Marcied Couple Multiplier

$ 0 - 1,000 s 0 - $ 1,200 0%
1,001 - 2,000 1,201 ~ 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
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3,001 ~ 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7.,200 50%
6,001 - 7,000 7,201 - 8,400 60%
7,001 - 8,000 8,401 - 9,600 70%
8,001 - 9,000 9,601 - 10,800 80%
9,001 - 10,000 10,801 - 12,000 90%

(ii} The income levels contained in the table in
subsection (2)(b)(i) must be adjusted for inflation annually
by the department of revenue, The adjustment to the income
levels is determined by:

(A) multiplying the appropriate dollar amount from the
table in subsection (2)(b}(i) by the ratio of the PCE for
the second quarter of the year prior to the year of
application to the PCE for the second guarter of 1986; and

(B} rounding the product thus obtained to the nearest
whole dellar amount,

{iii) "PCE" means the implicit price deflator for
personal consumption expenditures as published quarterly in
the Survey of Current Business by the bureau of economic
analysis of the U.S. department of commerce.

{c} Property described in subsection {1)(d) is taxed
at one-haif two-thirds the taxable percentage rate
established in subsection {(2){a}.

(3) After July 1, 1986, no adjustment may be made by
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the department to the taxable percentage rate for class €four
property until a revaluation has been made as provided in
15-7-111.

(4) Within the meaning of comparable property as
defined in 15-1-101, property assessed as commercial
property 1is comparable only to other property assessed as
commercial property, and property assessed as other than
commercial property is comparable only to other property
assessed as other than commercial property.”

Section 103. Section 15-6-135, MCA, is amended to
read:

"15-6-135. Class five property -- description --
taxable percentage. (1) Class five property includes:

{a) all property used and owned by cooperative rural
electrical and cooperative rural telephone associations
organized under the laws ¢f Montanaj;-except--preperty--owned
by--cooperative-oarganizations-described-in-subsection-txythy
af-15-6-13%;

(b) air and water pollution control equipment as
defined in this section;

{c) new

industrial property as defined in this

section;

tdy-—any-persenai-or-peat-property--used--primariiy--in
the--production--of--gasohoi-during-construction—and--for-the

firat-3-years-of-its-eperations
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tey--att--tand--and--improvements--and---ali---persenai
property--owned-by-a-research-and-deveiopment-£firm;-provided
that-the—-property--is--actively--devoted-—to--research--and
devetopment;

tfy--machinery-—-and--equipment--used--in--ateckrelytic
reduction—facititteas

{d) electric transformers and meters; electric light

and power substation machinery; natural gas measuring and

requlating station equipment, meters, and compressor station

machinery, owned by noncentrally assessed public wutilities;

and tools used in the repair and maintenance of this

property;

(&) a trailer or mobile home used as a residence

except when:

{i} held by a distributor or dealer of trailers or

mobile homes as his stock in trade; or

{ii) specifically included in anaother class;

(f) the First $80,000 or less of the market value of a

trailer or mobile home used as a_ residence and actually

occupied for at least 10 months a year as the primary

residential dwelling of any person whose total income from

all sources, including otherwise tax—exempt income of all

types, is not more than §$10,000 for a single person or

$12,000 for a married couple, as adjusted according to

15-6-134(2)(bj{ii);
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(g} all other personal property not included in any

other class in this part except personal property that is:

{i) subject to a fee in lieu cf a property tax; or

{ii) exempt from taxation under Title 15, chapter &,

part 2; and

(h) all other property used for noncomwmercial purposes

that is not real property or an improvement to real property

and that is_ not included in ancother class or exempt from

taxation under Title 15, chapter &6, part 2.

{2) (a) "Air and water pollution eguipment” means
facilities, machinery, or eqguipment used to reduce or
control water or atmospheric pollution or contamination by
removing, reducing, altering, disposing of, or storing
pollutants, contaminants, wastes, or heat. The department of
health and envivronmental sciences shall determine if such
utilization is being made.

(b} The department of health and environmental
sciences' determination as to air and water pollutien
equipment may be appealed to the board of health and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal board.
However, the appraised value of the equipment as determined
by the department of revenue may be appealed to the county
tax appeal board and the state tax appeal board.

{3) "New industrial property" means any new industrial

_90_



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

25

LC 1717/01

plant, including land, buildings, machinery, and fixtures,
used by new industries during the first 3 years of their
operation. The property may not have been assessed within
the state of Montana prior to July 1, 1961.

{(4) fa) "New industry" means any person, corporation,
firm, partnership, association, or other group that
establishes a new plant in Mcontana for the operation of a
new industrial endeavor, as distinguished from a mere
expansion, reorganization, or merger of an existing
industry.

(b) New industry includes only those industries that:

(i) manufacture, mill, mine, produce, process, oOr
fabricate materials;

{ii} do similar work, employing capital and labor, in
which materials unserviceable in their natural state are
extracted, processed, or made fit for use or are
substantially altered or treated so as to create commercial
products or materials; or

{iii) engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Classification Manual prepared by the United
States office of management and budget.

{5} New industrial property does not include:

fa) property used by retail or wholesale merchants,
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commercial services of any type, agriculture, trades, or
professions;

(b) a plant that will create adverse impact on
existing state, county, or municipal services; or

{c) property used or employed in any industrial plant
that has been in operation in this state for 3 years or
longer.,

(6) Class five property is taxed at-3%-cf-ita-market
values as follows:

{a) Property described in subsections (1)ta) through

(1){e), (1){g), and (1l){h) is taxed at 3.5% of its market

value.

(b) Property described in subsection (1){f) is taxed

at 3.5% of its market wvalue multiplied by a percentage

figure based on income and determined from the table in

15-6-134{2)(b)[i)."

Section 104. section 15-6-207, Mca, is amended to
read:

"15-6-207. Agricultural exemptions. (1) The following
agricultural products are exempt from taxation:

{a) all wunprocessed, perishable fruits and vegetables
in farm storage and owned by the producer;

{b) all producer-held grain in storage;

(c} all nonperishable,

unprocessed agricultural

products, except livestock, held in possession of the
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original producer for less than 7 months following harvest;

(d) except as provided in subsection (1l)(e), livestock
which have not attained the age of 24 months as of the last
day of any month if assessed on the average inventory basis
or on March 1 if assessed as provided in 15-24-911i{l})(a):;

(e) swine which have not attained the age of 6 months
as of January 1;

{f) poultry and the unprocessed products of poultry;
and

{g) bees and the unprocessed product of beess;

{h} the unprocessed products of livestock and aother

domestic animals and wildlife raised in domestication or a

captive environment; and

(i) cats, dogs, and other household pets not raised

for profit.

(2) Any beet digger, beet topper, beet defoliator,
beet thinner, beet cultivator, beet planter, or beet top
saver designed exclusively to plant, cultivate, and harvest
sugar beets is exempt from taxation if such implement has
not been used to plant, cultivate, or harvest sugar beets
for the 2 years immediately preceding the current assessment
date and there are no available sugar beet contracts in the
sugar beet grower's marketing area."

Section 105, Section 15-8-111, MCA, is amended to

read:
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"15-8-111. Assessment -~ market value standard --
exceptions. {1} All taxable property must be assessed at
100% of its market value except as otherwise provided.

(2) (a) Market value is the value at which property
would change hands between a willing buyer and a willingp
seller, neither being under any compulsion toc buy or to sell
and both having reasonable knowledge of relevant facts.

(b) If the department wuses construction cost as one
approximation of market value, the department shall fully
consider reduction in value caused by depreciation, whether
through physical depreciation, functional obsolescence, or
economic obsolescence.

(c) Except as provided in subsection (3), the market
value of all motor trucks; agricultural tocls, implements,
and machinery; and vehicles of all kinds, including but not
limited to boats and all watercraft, is the average
wholesale wvalue shown in national appraisal gquides and
manuals or the value of the vehicle before reconditioning
and profit margin. The department of revenue shall prepare
valuation schedules showing the average wholesale value when
no national appraisal guide exists.

(3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the

value of property, except:

_94_



~ o

o @

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

25

LC 1717/01

(a) the wholesale value for agricultural implements
and machinery is the loan value as shown in the Official
Guide, Tractor and Farm Equipment, published by the naticnal
farm and power equipment dealers association, St. Louis,
Missouri;

(b) for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the official guide; and

{c} as otherwise authorized in Title 15 and Title 61.

(4) For purposes of taxation, assessed value is the
same as appraised value.

{5) The taxable value for all property is the
percentage of market or assessed value established for each
class of property.

(6) The assessed value of properties in 15-6-131
through 15-6-133 is as follows:

{a) Properties in 15-6-131, under class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

{b) Properties in 15-6-132, under class two, are
assessed at 100% of the annual gross proceeds.

(c) Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the lands

when valued for agricultural purposes or at 100% of the
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combined assessed value of the standing timber and grazing

productivity of the land when valued as timberland. All

lands that meet the qualifications of 15-7-202 are valued as
agricultural lands for tax purposes.

tdy--Properttes-in-15-6-143;-under-ciass-thirteen;--are
assessed--at--180%--of--the--combined-appratsed-vatue-of-the
standing-timber-and-grazing-productivity-ef--the--tand--when
valtued-gs-timberiands

{7) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

{a) ownership of the improvements is different from
ownership of the land;

(b) the taxpayer makes a written reguest; or

(¢c) the land is outside an incorporated city or town."

Section 106. sSection 15-8-205, MCA, is amended to
read:

"15-8-205. 1Initial assessment of ctass-twelve-property
mobile homes -- when. The county assessor shall assess all
clpss-—--tweltve---property mobile  homes  described in

15-6-135(1) (e} and (1}(f) immediately upon arrival in the

county if the taxes have not been previocusly paid for that

year in ancther county in Montana."
NEW SECTION. Section 107. University system
funding. There 1is allocated from the money ccllected from

the sales tax and use tax to the state special revenue fund
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15% of the sales tax and use tax, as allocated in [section
75{1)(b)(ii)], for the support, maintenance, and improvement
of the Montana university system, vocational-technical
centers, and community college districts, subject to the
board of regents' supervision.

Section 10B. section 15-10-402, MCA, is amended to
read:

"15-10-402. Property tax limited to 1986 levels. (1)
Except as provided in subsections (2) and (3), the amount of
taxes levied on property described in 15-6-1337 and
15-6-1347--35-6-1367--15-6-13%7--35-6-1427--and-15-6-144 may
not, for any taxing jurisdiction, exceed the amount levied
for taxable year 1986.

{2) The limitation contained in subsection {1) does
not apply to levies for rural improvement districts, Title
7. chapter 12, part 21; special improvement districts, Title
7, chapter 12, part 4l1; or bonded indebtedness.

{3) New constructior or improvements to or deletions
from property described in subsection (1) are subject to
taxation at 1986 levels.

(4) As used in this section, the "amount of taxes
levied” and the "amount levied" mean the actual dollar
amount of taxes imposed on an individual piece of property,
notwithstanding an increase or decrease in value due to
inflation,

reappraisal, adjustments in the percentage
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multiplier used to convert appraised value to taxable value,
changes in the number of mills levied, or increase or

decrease in the value of a mill."

Section 109. section 15-16-611, MCA, 1is amended to
read:

"15-16-611. Reduction of property tax for property
destroyed by natural disaster. (1) The department of revenue
shall, upon showing by a taxpayer that some or all of the
improvements on his real property or a trailer or mcbile
home a&s-deseribed-in-15-6-142 have been destroyed to such an
extent that such lmprovements have been rendered unsuitable
for their previous wuse by natural disaster, adjust the
taxable value on the property, accounting for the
destruction.

(2) The county treasurer shall adjust the tax due and
payable for the current year on the property under 15-16-102
as provided in subsecticon (3) of this section.

(3) To determine the amount of tax due for destroyed
property, the county treasurer shall:

{a) multiply the amount of tax levied and assessed on
the original taxable value of the property for the year by
the ratio that the number nf days in the year that the
property existed before destruction bears to 365; and

(b) multiply the amount of tax levied and assessed on

the adjusted taxable value of the property for the remainder
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of the year by the ratio that the number of days remaining
in the year after the destruction of the property bears to
365.

(4) This section does not apply to delinguent taxes
owed on the destroyed property for a year prior to the year
in which the property was destroyed.

(S) For the purposes of this section, "natural
disaster” includes but is not 1limited to fire, flood.,

earthquake, or wind."

Section 110. section 15-16-613, MCA, is amended to
read:

"15-16-613. Refund of certain taxes paid in other
states. Subject to the provisions of 15-16-601 and upon
proof that tax was paid in another state, a taxpayer is
entitled to a refund equal to the amount of tax paid in
another state on a helicopter or property that was assessed
in Montana under 15-6-33Bti}{g} 15-6-135 con January 1 of the
year for which the refund is due. The refund under this
section may not exceed the tax that was paid in Montana on
the same property for the same period of time."

Section 111. Section 15-24-3¢1, MCA, is amended to
read:

“i5-24-301. Personal property brought into the state
-- assessment —-- exceptions —- custom combine eguipment. (1)

Except as provided in subsections {2) through (5), property
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in the following cases is subject to taxation and assessment
for all taxes levied that year in the county in which it is
located:

(a) any personal property (including livestock)
brought, driven, or coming into this state at any time
during the year that is used in the state for hire,
compensation, or profit;

{b} property whose owner or user is engaged in gainful
occupation or business enterprise in the state; or

{c) property which comes to rest and becomes a part of
the general property of the state.

{2) The taxes on this property are levied in the same
manner and to the same extent, except as otherwise provided,
as though the property had been in the county on the regular
assessment date, provided that the property has not been
regularly assessed for the year in some other county of the
state.

{3) Nothing in this section shall be construed to levy
a tax against a merchant or dealer within this state on
goads, wares, or merchandise brought into the county to
replenish the stock of the merchant or dealer.

{4) Any motor vehicle not subject to a fee in lieu of
tax brought, driven, or coming into this state by any
nonresident person temporarily employed in Montana and wused

exclusively for transportation of such person is subject to
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taxation and assessment for taxes as follows:

(a) The motor vehicle is taxed by the county in which
it is located.

(b) One-fourth of the annual tax 1liability of the
motor vehicle must be paid for each guarter or portion of a
quarter of the year that the motor vehicle is lecated in
Montana.

(¢) The quarterly taxes are due the first day of the
guarter.

{S5) Agricultural harvesting machinery ctassified-under
etass--eighty licensed in other statesy and operated on the
lands of persons other than the owner of the machinery under
contracts for hire shall be subject to a fee in lieu of
taxation of $35 per machine for the calendar year in which
the fee is collected. The machines shall be subject to
taxation undar—-elass--eight only if they are sold in
Montana.,"

Section 112, section 15-24-1102, MCA, is amended to
read:

"15~24-1102. Federal property held under contract of
sale. When the property is held under a contract of sale or
other agreement whereby upon payment the legal title is or
may be acquired by the person, the real property shall be
assessed and taxed as defined in 15-6-13Jt-through-15-6-149

Title 15, chapter 6, part 1, and 15-8-111 without deduction
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on account of the whole or any part of the purchase price or
other sum due on the property remaining unpaid. The lien for
the tax may not attach to, impair, or be enforced against
any interest of the United States in the real property.”

Section 113. section 15-24-1103, MCA, is amended to
read:

"15-24-1103. Federal property held under lease. When
the property is held under lease, other interest, or estate
therein less than the fee, except under contract of sale,
the property snall be assessed and taxed as for the value,

as defined in 15-6-13t-through-%5-6-149 Title 15, chapter §,

art 1, of such leasehold, interest, or estate in the
praperty and the lien for the tax shall attach to and be
enforced against only the leasehold, interest, or estate in
the property. When the United States authorizes the taxation
of the property for the full assessed value of the fee
thereof, the property shall be assessed for full assessed
value as defined in 15-8-111."

Section 114, Section 17-3-213, MCA, is amended to
read:

"17-3-213. Allccation to general road fund and
countywide school levies. (1) The forest reserve funds se
apportioned to each county shaii must be apportiocned by the
county treasurer in each county between-the-several-funds as

follows:
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(a) to the general road fund, 66 2/3% of the total
amount received;

(b} to the following countywide school levies, 33 1/3%
of the total sum received:

(i) the annual basic tax levy for elementary schools
provided for in 20-9-1331;

{ii) the annual special tax for high schools provided
for in 20-9-333; and

{iii) the high school transportation fund provided for
in 20-10-143;

tivyi-the--etementary--teacher--retirement-—and---asctal
security-fund-provided-for-in-20-9-58%1;

tvi-~the--high--scheoi--teacher--retirement-~and-sectal
sescurity-Fund-provided-for-xn-20-9-56%.

(2) The apportionment of money to the funds provided
for under subsection- (1){b) shaii must be made by the county
superintendent based on the proportion that the mill levy of
each fund bears teo the total number of mills for all the
funds., Whenever the total amount of money available for
apportionment wunder this section is greater than the total
requirements of a levy, the excess money and any interest
income must be retained in a separate reserve fund, to be
reapportioned in the ensuing school fiscal year to the
levies designated in subsection (1l)(b).

(3} 1In counties wherein in which special road
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districts have been created according to law, the board of
county commissioners shall distribute a proporticnate share
of the 66 2/3% of the total amount received for the general
road fund to such the special road distriet-or districts
within the county based upon the percentage that the total
area of sweh the road district bears to the total area of
the entire county."

Section 115. section 19-4-605, MCA, is amended to
read:

*19-4-605. Pension accumulation fund -- employer's
contribution. The pension accumulation fund is the fund in
which the reserves for payment of pensions and annuities
shait must be accumulated and from which pensions,
annuities, and benefits in lieu thereof-ahatt of pensions

and annuities must be paid to or on account of beneficlaries

credited with prior service. Contributions to and payments
from the pension accumulation fund sheii must be made as
follows:

(1) Each employer shall pay into the pension
accumulation fund an amount equal to 7.428% of the earned
compensation of each member employed during the whaole or
part of the preceding payrecll period.

+2}--¥f-the-amployer-is-a-district-or-communitty-coltege
disbrict;-——tha--trnstees--shali--budget- -and--pay -for-~the

emp}ayer*svcontributien—underAbhe—previsinns—eé~?Bva%B}:
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€33(2) If the employer is the superintendent of public
instruction, a public institution of the state of Montana, a
unit of the Montana university system, or the Montana state
school for the deaf and blind, the 1legislature shall
appropriate to the employer an adequate amount to allow the
payment of the employer's contribution.

t4¥(3) If the employer is a county, the county
commissioners shall budget and pay for the employer's
contribution 1in the manner provided by law for the adoption
of a county budget and for payments under the budget.

£53(4) All interest and other earnings realized on the
meneys money of the retirement system shaii must be credited
to the pension accumulation fund, and the amount required to
allow regular interest on the annuity savings fund shaill
must be transferred to that fund from the pension
accumulation Eund.

t6+(5) All pensions, annuities, and benefits 1in 1lieu

theresf--shatt of pensions and annuities must be paid from

the pension accumulation fund.

t#¥{6) The retirement board may, in its discreticon,
transfer from the pension accumulation fund an  amount
necessary to cover expenses of administration."

Section 116. section 19-11-503, MCA, is amended to
read:

"19-11-503. Special tax levy for fund required. (1)
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The purpose of this section is to provide a means by which
each disability and pension fund may be maintained at a
level equal to 3% 3.4% of the taxable valuation of all
taxable property within the limits of the city or town.

(2) Whenever the fund contains less than 3% 3.43% of
the taxable valuation of all taxable property within the
limits of the city or town, the governing body ©f the city
or town shall, at the time of the levy of the annual tax,
levy a special tax as provided in 19-11-504. The special tax
shall be collected as other taxes are collected and, when so
collected, shall be paid into the disability ard pension
fund.

{3) If a special tax for the disability and pension
fund is levied by a third-class city or town using the
all-purpose mill levy, the special tax levy must be made in
addition to the all-purpose levy."

Section 117. section 19-11-504, #C&, is amend2d to
read:

"19-11-504. Amount of special tax levy. Whenever the
fund contains an amount which is less than 3% 3.4% of the
taxable valuation of all taxable property in the city or
town, the city council shall levy an annual special tax of
not less than 1 mill and not more than 4 mills on each
dollar of taxable valuation of all taxable property within

the city or town."
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Section 118. section 20-3-106, MCA, is amended to
read:

*20-3-106. Supervisgion of schools -- powers and
duties. The superintendent of public instruction has the
general supertvision of the public schools and districts of
the state, and he shall perform the following duties or acts
in implementing and enforcing the provisions of this title:

(1) resolve any controversy resulting from the
proration of costs by a joint board of trustees under the
provisions of 20-3-362;

{2) issue, renew, or deny teacher certification and
emergency authorizations of employment;

{3) negotiate reciprocal tuition agreements with other
states in accordance with the provisions of 20-5-314;

(4) serve on the teachers' retirement board in
accordance with the provisions of 2-15-1010;

{5) approve or disapprove the orders of a high school
boundary commission in accordance with the provisions of
20-6-311;

(6) approve o1 disapprove the cpening or reopening of
a school in accordance with the provisions of 20-6-502,
20-6-~503, 20-6-504, or 20-6-5Q5;

(7) approve or disapprove school isolation within the
limitations prescribed by 20-9-302;

{8) generally supervise the school budgeting
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procedures prescribed by law in accordance with the
provisions of 20-9-102 and prescribe the school budget
format in accordance with the provisions of 20-9-103 and
20-9-506;

{9) establish a system of communication for
calculating Jjoint district revenues in accordance with the
provisions of 20-9-151;

(10) approve or disapprove the adoption of a district's
emergency budget resolution under the conditions prescribed
in 20-9-163 and publish rules for an application for
additional state aid for an emergency budget in accordance
with the approval and disbursement provisions of 20-9-166&;

{11) generally supervise the school financial
administration provisions as prescribed by 20-9-201(2);

(12) prescribe and furnish the annual report forms to
enable the districts to report to the county superintendent
in accordance with the provisions of 20-9-213({5) and the
annual report forms to enable the county superintendents to
report to the superintendent of public instruction in
accordance with the provisions of 20-3-205;

{13) approve, disapprove, or adjust an increase of the
average number belonging (ANB) in accordance with the
provisions of 20-9-313 and 20-9-314;

(14) distribute state equalization aid in support of

the foundation program in accordance with the provisions of
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20-9-342, 20-9-346, and 20-9-347;

{15) distribute state impact aid in accordance with the
provisions of 20-9-304;

(16) provide for the uniform and equal provision of
transportation by performing the duties prescribed by the
provisions of 20-10-112;

(17) approve or disapprove an adult education program
for which a district proposes to levy a tax in accordance
with the provisions of 20-7-705%;

{18) request, accept, deposit, and expend federal
meneys money in accordance with the provisions of 20-5-603;

{19) authorize the use of federal moneys money for the
support of an interlocal cooperative agreement in accordance
with the provisions of 20-9-703 and 20-9-704;

(20) prescribe the form and contents of and approve or
disapprove interstate contracts 1in accordance with the
provisions of 20-9-705;

(21) approve or disapprove the conduct of school on a
Saturday or on pupil-instruction-related days in accordance
with the provisions of 20-1-303 and 20-1-304;

{22) recommend standards of accreditation fer all
schools ta the board of public education and evaluate
compliance with sueh the standards and recommend
accreditation status of every school to the board of public

educaticn in accordance with the provisions of 20-7-101 and
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20-7-102;

{23) collect and maintain a file of curriculum guides
and assist schools with instructional programs in accordance
with the provisions of 20-7-113 and 20-7-114;

(24) establish and maintain a library of visual, aural,
and other educational media in accordance with the
provisions of 20-7-201;

(25) license textbook dealers and initiate prosecution
of texthook dealers violating the law in accordance with the
provisions of the textbooks part of this title;

{26} as the governing agent and executive officer of
the state of Montana for K-12 vocaticnal education, adopt
the policies prescribed by and 1in accordance with the
provisions of 20-7-301;

(27) supervise and coordinate the conduct of special
education in the state in accurdance with the provisions of
20-7-403;

(2B) administer the traffic education program in
accordance with the provisions of 20-7-502;

{29) administer the school food services proagram in
accordance with the provisions of 20-10-201, 20-10-202, and
20-10-203;

{30) review school building plans and specifications in

accordance with the provisions of 20-6-622;

{31) prescribe the method of identification and signals
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to be used by school safety patrols in accordance with the
provisions of 20-1-408;

{32} provide schools with information and technical
assistance for compliance with the student assessment rules
provided for in 20-2-121 and collect and summarize the
results of such Lthe student assessment for the board of
public education and the legislature; and

t33}-administer-the-diskribution--of--state--retirement
equatiration—atd-in-aceosrdance-with-26-9-532--and

£343(33) perform any other duty prescribed from time to
time by this title, any other act of the legislature, or the
policies of the board of public education. tSubsection-t33}
effective-Juty-37-1968--secs-87-Ehv~6357-b--19687+3"

Section 119. sSection 20-3-324, MCA, is amended to
read:

*20-3-324. Powers and duties. As prescribed elsewhere
in this title, the trustees of each district shall have-the
pawer—andfit-sha}i-be-their—duty-to--perform—-the——feiiewing
duties-or-acts:

(1) employ or dismiss a teacher, principal, or other
assistant wupon the recommendation of the district
superintendent, the county high school principal, or other
principal as the board may--deem considers necessary,
accepting or rejecting sweh any recommendation as the

trustees shall in their sole discretion determine, in
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accordance with the provisions of Title 20, chapter 4:

(2) employ and dismiss administrative personnel,
clerks, secretaries, teacher aides, custodians, maintenance
personnel, school bus drivers, food service personnel,
nurses, and any other personnel &eemed considered necessary
to carry out the various services of the districtk;

{3} administer the attendance and tuition provisions
and otherwise govern the pupils of the district in
accordance with the provisions of the pupils chapter of this
title:

{4) call, conduct, and certify the elections of the
district in accoerdance with the provisions of the school
elections chapter of this title;

(5) participate in the teachers' retirement system of
the state of Montana in accordance with the provisions of
the teachers' retirement system chapter of Title 19:

(6) participate in district boundary change actions in
accordance with the provisions of the districts chapter of
this title;

(7} organize, open, close, or acquire isolation status
for the achools of the district 1in accordance with the
provisions of the school organization part of this title;

{(B) adopt and administer the annual budget or an
emergency budget of the distriet in accordance with the

provisions of the school budget system part of this title;
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{9) conduct the fiscal business of the district in
accordance with the provisions of the school financial
administration part of this title:

{10) establish the ANB, foundation program, permissive
levy, additional levy, cash reserve, and state impact aid
amount for the general fund of the district in accordance
with the provisions of the general fund part of this title;

{11} establish, maintain, budget, and finance the
transportation program of the district in accordance with
the provisions of the transportaticn parts of this title;

({12) issue, refund, sell, budget, and redeem the bonds
of the district in accordance with the provisions of the
bonds parts of this title;

{13) when applicable, establish, financlially
administer, and budget for the tuitiem-fundrs-retirement
fund+ building reéerve fund, adult education fund,
nonoperating fund, school food services fund, miscellaneous
federal programs fund, building fund, 1lease or rental
agreement £fund, traffic educaticn fund, and interlocal
cooperative agreement fund in accordance with the provisions
of the other school funds parts of this title;

{14) when applicable, administer any interlocal
cooperative agreement, gifts, legacies, or devises in

accordance with the provisions of the miscellaneous

financial parts of this title;
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(1%2) hold in trust, acquire, and dispose of the real
and personal property of the district in accordance with the
provisions of the school sites and facilities part of this
title;

(16) operate the schools of the district in accordance
with the provisions of the school calendar part of this
title;

{17) establish and maintain the instructional services
of the schools of the district in accordance with the
provisions of the instructicnal services, textbooks,
vocational education, and special education parts of this
title;

(18} establish and maintain the school food services of
the diskrict in accordance with the provisicns ©f the school
food services parts of this title;

(19} make 9ueh reports from time tc time as the county
superintendent, superintendent of public instruction, and
beard of public education may require;

(20) retain, when deemed considered advisable, a
physician or registered nurse to inspect the sanitary
conditions of the school or the general health conditions of
each pupil and, upon request, make available to any parent
or guardian any medical reports or healcth records maintained
by the district pertaining to his child;

{21} for each member of the trustees, visit each school
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of the district not less than once each school fiscal year
to examine its management, conditions, and needs, except
trustees from a first-class school district may share the
responsibility for visiting each school in the district:

(22) procure and display outside daily in suitable
weather at each school of the district an American flag
which-shaii-be that measures not less than 4 feet by 6 feet:
and

(23) perform any other duty and enforce any other
requirements for the government of the schools prescribed by
this title, the policies of the board of public education,
or the rules of the superintendent of public instruction,"

Section 120. section 20-5-305, MCA, is amended to

read:

"20-5-305. Elementary tuition rates. (1) Whenever a
pupil of an elementary district has been granted approval to
attend a school cutside of the district in which he resides,
under the provisions of 20~5-301 or 20-5-302, s=ueh the
district shall pay tuition to the elementary district where
the pupil attends school. Except as provided in subsection
{2}, the basis of the rate of tuition shall be determined by
the attended district. The rate of tuition shall be
determined by:

(a} totaling the actual expenditures from the district

general fund; and the debt service fund;-and;-if--the--pupil
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is-a-resident-of-another-countyy—the-retirement-£fund;

(b) dividing the amount determined in subsection
{1){a) by the ANB of the district for the current fiscal
year, as determined under the provisions of 20-9-311; and

{c) subtracting the total of the per-ANB amount
allowed by 20-%-316 through 20-9-321 that represents the
foundation program as prescribed by 20-%-303 plus the
per-ANB amount determined by dividing the state financing of
the district permissive levy by the ANB of the district,
from the amcunt determined in subsection {l}(b).

{2) The tuition for a Ffull-time elementary special
education pupil must be determined under rules adopted by
the superintendent of publie instruction for the calculation
of elementary tuition for Ffull-time elementary special
education pupils as designated in 20-9-311 for [funding
purposes.”

Section 121. section 20-5-312, MCA, 1is amended to
read:

»2D-5-312. Reporting, budgeting, and payment for high
school tuition. (1) Except as provided in subsection (2}, at
the close of the school term of each school fiscal year, the
trustees of each high school district shall determine the
rate of tuition for the current school fiscal year by:

{a) totaling the actual expenditures from the district

general fundsy and the debt service fundy;-and;-iE--the--pupil
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is-a-resideant-of-ancther-county; -the-retizement-fund;

{b) dividing the amount determined in subsection
(1)(a) above by the ANB of the district for the current
fiscal year, as determined under the provisions of 20-9-31i1;
and

{c} subtracting the total of the per-ANB amount
allowed by 20-9-316 through 20-%$-321 that represents the
foundation pragram as prescribed by 20-9-303 plus the
per-ANB amount determined by dividing the state financing of
the district permissive levy by the ANB of the district,
from the amount determined in subsection {(1}(b) above.

{2) The tuition for a full-time high school special
education pupil must be determined under rules adopted by
the superintendent of public instruction for the calculation
of tuition for full-time high school special education
pupils as designated in 20-9-311 for funding purposes.

{3) Before July 15, the trustees shall report to the
county superintendent of the county in which the district is
located:

(a) the names, addresses, and resident districts of
the pupils attending the schools of the district under an
approved tuition agreement;

{b) the number of days of schcool attended by each
pupil;

{c) the amount, if any, of each pupil's tuiticn
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payment that the trustees, in their discretion, shatl have
the authority to waive; and

(d) the rate of current school fiscal year tuition, as
determined under the provisions of this section,

{4) When the county superintendent receives a tulition
report from a district, he shall immediately send the
reported information to the superintendent of each district
in which the reported puplls reside.

(5} When the district superintendent receives a
tuition report or reports for high school pupils residing in
his district and attending an out-of-district high scheool
under approved tuition agreements, he shall determine the
total amount of tuition due =meh the out-of-district high
schools on  the basis of the following per-pupil schedule:
the rate of tuition, number of pupils attending under an
approved tuition agreement, and cther lnformation provided
by each high school district where resident district pupils
have attended school.

(6) The total amount of the high school tuiticn, with
consideration of any tuition waivers, for pupils attending a
high school outside the county o¢f residence shall be
financed by the county basic special tax for high schools as
provided in 20-9-334. In December, the county superintendent
shall cause the payment by county warrant of at least

one-~half of the high school tuition obligations established
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under this section out cf the first moneys realized from the
county basiec special tax for high schools. The remaining
obligaticons must be paid by June 15 of the school fiscal
year. The payments shall be made to the county treasurer of
the county where each high school entitied to tuition is
located. The county treasurer shall credit sueh tuition
receipts to the general fund of the applicable high school
district, and the tuition receipts shall be used in
accordance with the provisions of 20-9-141.

{7) For pupils attending a high school outside their
district of residence but within the county of residence,
the total amount of the tuition, with consideration of any
tuition waivers, must be paid during the ensuing school
fiscal year. The trustees of the sending high school
district shall include the tuition amount in the tuition
fund of the preliminary and final budgets. This budgeted
tuition amount is not subject to the budget adjustment
provisions of 20-9-132. The county superintendent shail
report the net tuition fund levy requirement for each high
school district to the county commissioners on the second
Monday of August, and a levy on the district shall be made
by the county commissioners in accordance with 20-9-142.
This 1levy requirement shall be calculated by subtracting
from the total expenditure amount authorized in the final

tuition fund budget the sum of the cash balance in the
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tuition fund at the end of the immediately preceding school
fiscal year plus any other anticipated money that may be
realized in the tuition fund. The trustees shall pay by
warrants drawn on the tuition fund the tuition amounts owed
to each district inciuded in the county superintendent’s
notification. Payments shall be made whenever there is a
sufficient amount of cash available in the tuition fund but
no later than the end of the school fiscal year for which
the budget is adopted. However, 1f the trustees of either
the sending or receiving high school feel the transfer
privilege provided by this subsection is being abused they
may appeal to the county superintendent of schools who shall
hold a hearing and either approve or disapprove the
transfer."

Section 122. section 20-9-141, MCA, is amended to
read:

“20-9-141. Computation of general fund net levy
requirement by county superinteandent. (1) The county
superintendent shall compute the levy requirement for each
district's general fund on the basis of the following
procedure:

{a) Determine the total of the funding required for
the district's final general fund budget 1less the amount
established by the schedules in 20-9-316 through 20-9-321 by

totaling:
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{1) the district's nonisolated school foundation
program requirement to be met by a district levy as provided
in 20-9-303;

{ii1) the district's permissive levy amount as provided
in 20-9-352; and

(iii)} any general fund budget amount adopted by the
trustees of the district under the provisions of 20-9-353,
including any additional levies authorized by the electors
of the district.

(b} Determine the total of the moneys available for
the reduction of the property tax on the district fer the
general fund by totaling:

{1} anticipated federal moneys received under the
provisions of Title I of Public Law £1-874 or other
anticipated federal moneys received in lieu of such Ffederal
act;

(ii) anticipated tuition payments for ocut-of-district
pupils under the provisions of 20-5-303, 20-5-307, 20-5-312,
and 20-5-313;

{iii) general fund cash reappropriated, as established
under the provisions of 20-9-104;

{iv) anticipated or reappropriated state impact aid
received under the provisions of 20-9-304;

{v) anticipated revenue from vehicle property taxes

imposed under 61-3-504(2) and 61-3-537;
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(vi) anticipated net proceeds taxes for interim
production and new production, as defined in 15-23-601;

(vii) anticipated interest to be earned or
reappropriated interest earned by the investment of general
fund cash in accordance with the provisions of 20-9-213(4);

and

{viii) anticipated sales tax and use tax revenue; and

tvitiy{ix) any other revenue anticipated by the
trustees to be received during the ensuing school fiscal
year which may be used to finance the general fund.

e} Subtract the total of the moneys available to
reduce the property tax required to finance the general fund
that hras been determined in subsection (1){b) from the total
requirement determined in subsection (1){aj}.

{2) The net general fund levy requirement determined
in subsection {l}(c) shall be reported to the county
commissiconers on the second Monday of August by the county
superintendent as the general fund levy reguirement for the
districe, and a levy shall be made by the county

commissioners in accordance with 20-9-142."

Section 123. Section 20-9-201, MCA, is amended to
read:

"20-9-201. Dpefinitions and application. (1) As used in
this title, unless the context clearly indicates otherwise,

"fund"” means a separate detailed account of receipts and
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expenditures Ffor a specific purpose as authorized by law.
Funds are classified as follows:

{a} A "budgeted fund" means any fund £for which a
budget must be adopted in order to expend any money from
such the fund. The general fund, transportation fund, bus
depreciation reserve fund, elementary tuition fund,
rettrement-fundy; debt service fund, leased facilities fund,
building reserve fund, adult education fund, nonoperating
fund, vocational-technical center fund, and any other funds
so designated by the 1legislature shail--be are budgeted
funds.

{b} A "nonbudgeted fund" means any fund for which a
budget 1is not required in order to expend any money on
deposit in sueh the fund. The school food services fund,
miscellanecus federal programs fund, building fund, lease or
rental agreement fund, traffic education fund, interlocal
cooperative fund, and any other funds se designated by the
legislature shatl-be are nonbudgeted funds.

{2) The schocl financial administration provisions of
this title apply to all money of any elementary or high
school district except the extracurricular money realized
from pupil activities. The superintendent of public
instruction has general supervisory authority as prescribed
by law over the school financial administration provisions,

as they relate to elementary and high school districtsy. as
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prescribed-by-taw-and He shall estabtish-sueh adopt rules as
are necessary to secure compliance with the law."

Section 124. section 20-9-212, MCA, is amended to
read:

*20-9-212. Duties of county treasurer. The county
treasurer of each county shall:

(1) receive and hold all school money subject to
apportionment and keep a separate accounting of 1its
apportionment to the several districts which are entitled to
a portion of sueh the money according tc the apportionments
ordered by the county superintendent. A separate accounting
shatt must be maintained for each county fund supported by a
countywide levy for a specific, authorized purpose,
including:

(a) the basic county tax in support of the elementary
foundation programs;

{b) the basic special tax for high schools in support
of the high school foundation programs;

{c) the county tax in support of the county's high
school transportation obligation;

td¥--the-county-tax—-in--suppere--of--the--high--schoot
obligations—--te--the--retirement—-ayatems——of —-the--state-of
Montanay;

tey{d) any additional county tax required by law to

provigde for deficiency financing of the elementary
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foundation programs;

t£¥(e) any additional county tax reguired by law to
provide for deficiency financing of the high school
foundation programs; and

t9+(f) any other county tax for schools, including the
community colleges, which may be authorized by law and
levied by the county commissioners;

{2) whenever requested, notify the county
superintendent and the superintendent of public instruction

of the amount of county school money on deposit in eaech-sf

the-funds-enumerated any fund provided for in subsection (1)

of this section and the amount of any other school money
subject to apportionment and apportion sueh the county and
other schocol money to the districts in accordance with the
apportionment ordered by the county superintendent;

(3} keep a separate accounting of the expenditures for
each budgeted fund included in the final budget of each
district;

{4) keep a separate accounting of the receipts,
expenditures, and cash balances for each budgeted fund
included in the final budget of each district and for each
nonbudgeted fund established by each district;

(5} except as ctherwise limited by law, pay all
warrants properly drawn on the c¢county or district school

money and properly endorsed by their holders;
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(6) receive all revenue collected by and for each
district and deposit these receipts in the fund designated
by law or by the district if no fund is designated by law.
Interest and penalties on delinquent school taxes shati must
be credited to the same fund and district Ffor which the
original taxes were levied.

(7)) send all revenues revenue received for a joint
district, part of which is situated in his county, to the
county treasurer designated as the custodian of sauch
revendes the revenue, no later than December 15 of each year
and every 3 months thereafter until the end of the school
fiscal year;

(8) at the direction of the trustees of a district,
assist the district in the issuance and sale of tax and
revenue anticipation notes as provided in Title 7, chapter
6, part 11;

{9} register district warrants drawn on a budgeted
fund in accordance with 7-6-2604 when there is insufficient
money available in-the~sum-ef-money in all funds of the
district to make payment of much the warrant, Redemption of
registered warrants shatt must be made in accordance with
7-6-2116, 7-6-2605, and 7-6-2606.

(10) invest the money of any district as directed by
the trustees of the district within 3 working days of sueh

the direction;
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{l11) give each month give to the trustees of each
district an itemized report for each fund maintained by the
district, showing the paid warrants, outstanding warrants,
registered warrants, amounts and types of revenue received,
and the cash balance; and

{12) remit promptly to the state treasurer receipts for
the county tax for a vocational-technical center when levied
by the board of county commissicners.”

Section 125. section 20-9-301, MCA, is amended to

read:

"20-9-301. Purpose and definition of foundation
program and general fund. (1) & uniform system of free
public schools sufficient for the education of and open to
all school age children of the state shai: must be
established and maintained throughout the state of Montana.
The state shall aid in the support of its several school
districts on the basis of their financial need as measured
by the foundation program and in the manner established in
this title,

{2} The principal budgetary vehicle for achieving the
minimum financing as established by the foundation program
shati-be is the general fund of the district. The purpose of

the general fund shati--be is to finance those general

maintenance and operational costs, including employee

retirement benefits, of a district not financed by other
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funds established for special purposes in this title.

(3) The amount of the general fund budget for each
school fiscal year shat} mpay not exceed the financing
limitations established by this titie but shaii-be-no may
not be less than the amount established by law as the
foundation program. The general fund budget shaii must be
financed by the foundation program revenues and may be
supplemented by the permissive levy and additlcnal voted
levies in the manner provided by law.”

Section 126. section 20-9-331, MCA, is amended to
read:

»20-9-331. Basic county tax and other revenues for
county equalization of the elementary district foundation
program. (1} It shai}--be is the duty of the county
commissioners of each county to levy an annual basic tax of
28 mills on the dollars of the taxable value of all taxable
property within the county, except for vehicles subject to
taxation wunder 61-3-504(2), for the purposes of local and
state foundation program support. The revenue to be
collected Ffrom this levy shal}l must be apportioned to the
support of the foundation programs of the elementary school
districts in the county and to the state special revenue
fund, state equalization aid account, in the following
manner:

{a} In order to determine the amount cf revenue raised
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by this levy which is retained by the county, the sum of the
estimated revenues identified in subsection (2) beiow-shaiti
be is subtracted from the sum of the county elementary
transportation obligation and the total of the foundation
programs of all elementary districts of the county.

{by If the basic levy prescribed by this section
produces more revenue than is required to finance the
difference determined above, the county treasurer shall
remit the surplus funds to the state treasurer for deposit
to the state special revenue fund, state egualization aid
account, immedlately upon occurrence of a surplus balance
and each subseguent month thereafter, with any final
remittance due no later than June 20 of the fiscal year for
which the levy has been set.

{(2) The proceeds realized from the county's portion of
the levy prescribed by this section and the revenues from
the following sSouices shait must be used for the
equalization of the elementary district foundation programs
of the county as prescribed in 20~9-334, and a separate
accounting shaii must be kept of suweh the proceeds and
revenues by the county treasurer in accordance with
20-9-212(1):

{(a) the portion of the federal Taylor Grazing Act
funds distributed to a county and designated for the common

school fund under the provisions of 17-3-222;
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{b) the portion of the federal flood control act funds
distributed to a county and designated for expenditure for
the benefit of the county common schools under the
provisions of 17-3-232;

{c) all money paid into the county treasury as a
result of fines for violations of law, except money paid to
a justice's court, and the use of which is not otherwise
specified by law;

{d) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
account accounts for the wvarious sources of revenue
established or referred to in this section;

{e) any federal or state money +distributed to the
county as payment in lieu of the property taxation
established by the county levy required by this section;

() net proceeds taxes for interim production and new
preoduction, as defined in 15-23-601; and

(g) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and €1-3-537; and

(h) sales tax and use tax revenue."

Section 127. section 20-9-333, MCa, is amended to
read:

"20-9-333. Basic special 1levy and other revenues for
county egualization of high school district foundation

program. (1) It sheti--be is the duty of the county
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commissioners of each county to levy an annual basic special
tax for high schools of 17 mills on the dollar of the
taxable wvalue of all taxable property within the county,
except for vehicles subject to taxation under 61-3-504(2),
fer the purposes of local and state foundation program
support. The revenue to be collected from this levy shatt
must be apportioned to the support of the foundation
programs of high school districts in the county and to the
state special revenue fund, state equalization aid account,
in the following manner:

{a) In order to determine the amount of revenue raised

by this levy which is retained by the county, the sum of the

estimated revenues identified in subsections {2}{a) and
{2)(b) betsw--shat:t--be is subtracted from the sum of the
county's high school tuition obligatien and the total of the
foundation programs of all high school districts oi the
county.,

(b} If the basic levy prescribed by this section
produces more revenue than is required to finance the
difference determined eabove, the county treasurer shall
remit the surplus funds to the state treasurer for deposit
to the state special revenue fund, state egualization aid
account, immediately upon occurrence of a surplus balance
and each subsegquent month thereafter, with any final

remittance due no later than June 20 of the fiscal year for
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which the levy has been set.

{2) The proceeds realized from the county's portion of
the levy prescribed in this section and the revenues from
the following sources shait must be used for the
equalization of the high school district foundation programs
of the county as prescribed in 20-%-334, and a separate
accounting shaiti must be kept of these proceeds and revenues
by the county treasurer in accordance with 20-9-212(1):

{(a) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
accounts for the various sources of revenue established or
referred to in this section;

{(b) any federal or state moneys money distributed to
the county as a payment in lieu of the property taxation
established by the county levy required by this section;

{c} net proceeds taxes for interim production and new
production, as defined in 15-23-601; and

{d) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and 61-3-537; and

{e) sales tax and use tax reggagg."

Section 128. Section 20-9-343, MCA, is amended to
read:

"20-9-343. Definition of and revenue for state
equalization aid. (1) As used in this title, the term "state

equalization aid" means these-meneys the money deposited in
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the state special revenue fund as reguired in this section
plus any legislative appropriation of money from other
scurces for distribution to the public schools £for the
purpose of equalization of the foundation program.

(2) The legislative appropriation for state
equalization aid shaii must be made in a single sum for the
biennium. The superintendent of public instructiun hnas
anthortty-te may spend sueh the appropriation, together with
the earmarked revenues provided in subsection (3), as
required for foundation program purposes throughout the
biennium.

{3) The following shatt must be paid into the state
special revenue fund for state equalization aid to public
schools of the state:

(a) 31.8% of all money received from the collection of
income taxes undert cﬁapter 30 of Title 15;

(b) 25% of all money, except as provided in 15-31-702,
received from the collection of corporation license and
income taxes under chapter 31 of Titile 15, as provided by
15-1-5061;

(c) 100% of the money allocated to state equalization
from the collection of the severance tax on coal;

{d) 100% of the money received from the treasurer of

the United States as the state's shares of o0il, gas, and

other mineral royalties under the federal Mineral Lands
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Leasing Act, as amended;

{e) interest and income money described in 20-9-341
and 20-9-342;

{f} income from the education trust fund account; and

fg) money received from the collection of the sales

tax and use tax, as provided in [section 75(1){b)(i}]:

(h) state lottery proceeds as provided for in

23-5-1027; and

tg3{i) in addition to these revenues, the surplus
revenues collected by the counties for foundation prougram
support according to 20-9-331 and 20-9-333.

(4) Any surplus revenue in the state equalization aid
account in the second year o©f a biennium may be used to
reduce the appropriation required for the next succeeding

biennium."”

Section 129. section 20-9-352, MChA, is amended to
read:

"20-9-352. Permissive amount and permissive levy. (1)
Whenever the trustees of any district shall deem it
necessary to adopt a general fund budget in excess of the
foundation program amount but not in excess of the maximum
general fund budget amount for such district as established
by the schedules in 20-9-316 through 20-9-321, the trustees
shall adopt a resclution stating the reasons and purposes

for exceeding the foundation program amount. Such excess
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above the foundation program amount shall be known as the
"permissive amount”, and it shall be financed by a levy, as
prescribed in 20-9-141, on the taxable value of all taxable
property within the district, except for wvehicles subject to
taxation under 61-3-504{2), supplemented with any biennial
appropriation by the legislature for this purpose. The
proceeds of such an appropriation shall be deposited to the
state special revenue fund, permissive account.

{2) The district levies to be set for the purpose of
funding the permissive amount are determined as follows:

{a) For each elementary school district, the county
commissicners shall annually set a levy not exceeding 6
mills ©on all the taxable property in the district, except
for vehicles subject to taxation under 61-3-504(2), far the
purpose of funding the permissive amount of the district.
The pernissive levy in mills shall be obtained by
multiplying the ratio of the permissive amcunt to the
maximum permissive amount by & or by using the number of
mills which would fund the permissive amount, whichever lis
less. If the amount-of revenue raised by this levy, plus
anticipated revenue from vehicle property taxes imposed

under 61-3-504(2) and 61-3-537+-1ts and the revenue from a

sales tax and use tax are not sufficient to fund the

permissive amount in full, the amount of the deficiency

shall be paid to the district from the state special revenue
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fund according to the provisions of subsections (3) and (4)
of this section.

{b} For each high school district, the county
commissioners shall annually set a levy not exceeding 4
mills on all taxable property in the district, except for
vehicles subject to taxation under 61-3-504(2), for the
purpose of funding the permissive amcunt of the district.
The permissive levy in mills shall be obtained by
multiplying the ratio of the permissive levy to the maximum
permissive amount by 4 or by using the number of mills which
would fund the permissive amount, whichever is less. If the
amount-of revenue raised by this levy, plus anticipated
revenue from vehicle property taxes imposed under
61-3-504(2) and 61-3-537, and plus net proceeds taxes for
interim  production and new production, as defined in

15-23-601, +s and the revenue from a sales tax and use tax

are oot sufficient to fund the permissive amount in full,
the amount of the deficiency shall be paid to the district
from the state special revenue fund according to the
provisions of subsections (3) and (4) of this section.

{3) The superintendent of public instruction shall, ifE
the appropriation by the legislature for the permissive
account for the biennium is insufficient, regquest the budget
director to submit a reguest for a supplemental

appropriation in the second vyear of the biennium. The
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supplemental appreopriation shall provide enough revenue to
fund the permissive deficiency of the elementary and high
school districts of the state. The proceeds of this
appropriation shall be deposited to the state special
revenue fund, permissive account, and shall be distributed
to the elementary and high school districts in accordance
with their entitlements as determined by the superintendent
of public instruction according to the provisions of
subsections (1) and (2) of this section.

(4) Distribution under this section from the state
special revenue fund shall be made in two payments, The
first payment shall be made at the same time as the first
distribution of state equalization aid is made after January
1l of the fiscal year. The second payment shall be wmade at
the same time as the last payment of state equalization aid
is made for the fiscal year. If the appropriation 1is not
sufficient to finance the deficiencies of the districts as
determined according to subsection (2), each district will
receive the same percentage of its deficiency. Surplus
revenue in the second year of the biennium may be used to
reduce the appropriation required for the next succeeding
biennium or may be transferred to the state egualization aid
state special revenue fund if revenues in that fund are

insufficient to meet foundation program requirements."

Section 130. Section 20-9-502, MCA, is amended to
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read:

"20-9-502. Purpose and authorization of a building
reserve fund by an election. (1) The trustees of any
district, with the approval of the qualified electors of the
district, may establish a building reserve for the putpase
of raising money for the future construction, equipping, or
enlarging of school buildings or Ffor the purpose of
purchasing land needed for school purposes in the district.
In order to submit to the qualified electors of the district
a building reserve proposition for the establishment of or
addition to a building reserve, the trustees shall pass a
resolution that specifies:

{a) the purpose or purposes for which the new or
addition to the building reserve will be used;

(b)Y the Juration of time over which the new or

addition to the building reserve will be raised in annual,

equal installments;

(c) the total amount of money that will be raised
during the duration of time specified in subsection (LY(b);
and

(d} any other requirements under 20-20-201 for the
calling of an election.

(2) The total amount of building reserve when added to
the outstanding indebtedness of the district shall not be

more than 45% S51% of the taxable value of the taxable
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property of the district. Such limitation shall be
determined in the wmanner provided in 20-9-406. A building
reserve tax authorization shall not be for more than 20
YEars.

{3) The election shall be conducted in accordance with
the school election laws of this title, and the electors
gualified to vote in the election shall be gualified under
the provisions of 20-20-301. The ballot for a building
reserve proposition shall be substantially in the following
form:

QFFICIAL BALLOT
SCHOOL DISTRICT BUILDING RESERVE ELECTION

INSTRUCTIONS TO VOTERS: Make an X or similar mark in
the vacant square before the words "BUILDING RESERVE--YES"
if you wish to vote for the establishment of a building
reserve (addition to the building reserve); 1f you are
opposed to the establishment of a building reserve (addition
tc the building reserve) make an X or similar mark in the
square before the words “BUILDING RESERVE--NO".

Shall the trustees be authorized to impose an
additional levy each year for .... years to establish a
building reserve (add to the building reserve} of this
school district to raise a total amount of .... dollars
{$....), Eor the purpose{s) .... {here state the purpose or

purposes for which the building reserve will be used)?
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BUILDING RESERVE--YES.
BUILDING RESERVE—NO.

{4) The building reserve proposition shall be approved
if a majority of those electors voting at the election
approve the establishment of or addition to such building
reserve. The annual budgeting and taxation authority of the
trustees for a building reserve shall be computed by
dividing the total authorized amount by the specified number
of vyears. The authority of the trustees to budget and
impose the taxation for the annual amount to be raised Ffor
the building reserve shall lapse when, at a later time, a
bond issue is approved by the qualified electors of the
district for the same purpose or purposes for which the
building reserve fund of the district was established.
Whenever a subseguent bond issue is made for the same
purpose or purposes of a building reserve, the money in the
building reserve shall be used for such purpose Or purposes
before any money realized by the bond issue is used."

Section 131. section 20-10-144, MCA, is amended to
read:

"20-10-144. Computation of revenues and net tax levy
requirements for the transportation fund budget. Before the
fourth Monday of July and in accordance with 20-9-123, the
county superintendent shall compute the revenue available to

finance the transportation fund budget of each district. The
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county superintendent shall compute the revenue for each
district on the following basis:

{1) The ‘"schedule amount” o¢f the preliminary budget
expenditures that is derived from the rate schedules in
20-10-141 and 20-10-142 shall be determined by adding the
following amounts:

(a) the sum of the maximum reimbursable expenditures
Eor all approved school bus routes maintained by the
district {tc determine the maximum reimbursable expenditure,
multiply the applicable rate per bus mile by the total
number of miles to be traveled during the ensuing school
fiscal year on each bus route approved by the county
transportaticn committee and maintained by such district);
plus

(k) the total of all individual transportation per
diem reimbursement rates for such district as determined
from the contracts submitted by the district multiplied by
the number of pupil-instruction days scheduled for the
ensuing school attendance year; plus

(C) any estimated costs for supervised home study or
supervised correspondence study for the ensuing school
fiscal year; plus

(d) the amount budgeted on the preliminary budget for
the contingency amount permitted in 20-10-143, except if

such amount exceeds 10% of the total of subsections (1)(a).,
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(1){b), and ({1)(¢) or $100, whichever 1is larger, the
contingency amount on the preliminary budget shall be
reduced to such limitation amount and used in this
determination of the schedule amcunt.

(2) The schedule amount determined in subsection (1)
or the total preliminary transportation fund budget,
whichever is smaller, shall be divided by 3 and the
resulting one-third amount shall be used to determine the
available state and county revenue to be budgeted on the
following basis:

{a) the resulting one-third amount shall be the
budgeted state transportation reimbursement, except that the
state transportation reimbursement for the transportation of
special education pupils under the provisions of 20-7-442
shall be two-thirds of the schedule amount attributed to the
transportation of special education pupils;

(b) the resulting one-third amount, except as provided
for joint elementary districts in subsection (2)(e}, shall
be the budgeted county transportation reimbursement for
elementary districts and shatl be financed by the basic
county tax under the provisions of 20-9-334;

(c) the resulting one-third amount multiplied by 2
shall be the budgeted county transportation reimbursement
amount for high school districts financed under the

provisions of subsection (5) o©of this section, except as
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provided for Jjoint high school districts in subsection
{2){e), and except that the county transportation
reimbursement for the transportation of special education
pupils under the provisions of 20-7-442 shall be one-third
of the schedule amount attributed to the transportation of
special education pupils;

(d) when the district has a sufficient amount of cash
for reappropriation and other sgurces of district revenue,
as determined in subsection {3), tc reduce the total
district obligation for financing to =zero, any remaining
amount of such district revenue and cash reappropriated
shall be used to reduce the county financing obligation in
subsections (2)(b) or {2}(c) and, if such county financing
obligations are reduced to zero, to reduce the state
financial obligation in subsection (2){a); and

(e) the county revenue redquirement for a joint
district, after the application of any district moneys under
subsection (2){d) above, shall be preorated to each county
incorporated by the joint district in the same proportion as
the BANB of the Jjoint district 1is distributed by pupil
residence in each such county.

(3) The total of the moneys available for the
reduction of property tax on the district for the
transportation fund shall be determined by totaling:

(a) anticipated federal moneys received under the
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provisions of Title T of Public Law B81-874 or other
anticipated federal moneys received in lieu of such federal
act; plus

{b) anticipated payments from other districts for
providing school bus transportation services for such
district; plus

{c) anticipated payments from a parent or guardian for
providing school bus transportation services for his child;
plus

{d) anticipated interest to be earned by the
investment of transportation fund cash in accordance with
the provisions of 20-9-213(4); plus

fe) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and 61-3-517; plus

(E) net proceeds taxes for interim production and new
production, as defined in 15-23-601; plus

(g) sales tax and use tax revenue; plus

fg¥(h} any other revenue anticipated by the trustees
to be earned during the ensuing school fiscal year which may
be used to finance the transportation fund; pius

thi{i) any cash available for reappropriation as

determined by subtracting the amount of the end-of-the-year
cash balance earmarked as the transportation Ffund cash
reserve for the ensuing school fiscal year by the trustees

from the end-of-the-year cash balance in the transportation
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fund. Such cash reserve shall not be more than 20% of the
final transportation fund budget for the ensuing school
fiscal year and shall be for the purpose of paying
transportation fund warrants issued by the district under
the final transportation fund budget.

{4) The district levy requirement for each district's
transportation fund shall be computed by:

{a) subtracting the schedule amount calculated in
subsection (1) from the total preliminary transportation
budget amount and, for an elementary district, adding such
difference to the district obligation tc finance cne-third
of the schedule amcunt as determined in subsection (2); and

(b) subtracting the amount of moneys available to
reduce the property tax on the district, as determined in
subsection (3), from the amount determined in subsection
(4)(a) above.

{5) The county levy reguirement for the financing of
the county transportation reimbursement to high school
districts shall be computed by adding all such requirements
for all the high school districts of the county, including
the county's obligation feor reimbursements in joint high
school districts.

(6) The transportation fund levy requirements
determined in subsection (4) for each district and in

subsection (5) Eor the county shall be reported to the
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county commissioners on the second Monday of August by the
county superintendent as the transportation fund levy
requirements for the district and for the county, and such
levies shall be made by the county commissioners in
accordance with 20-9-142."

Section 132. Ssection 20-15-311, MCA, is amended to
read:

"20-15-311. Funding sources. The annual operating
budget of a community callege district shall be financed
from the following sources:

(1) the estimated revenues to be realized from student
tuition and fees, except those related to community service
courses as defined by the board of regents;

{2) a mandatory mill 1levy on the community college
district;

{3) the l-mill adult education levy authorized wunder
provisions of 20-15-305;

(4) the state general fund appropriation;

(5) an optional voted 1levy on the comnunity college
district that shall be submitted to the electuorare in
accordance with general school election laws;

(6) all other income, revenue, balances, or reserves
not restricted by a source outside the community college
district to a specific purpose;

(7) income, revenue, balances, or reserves restricted
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by a source outside the community college distriet to a
specific purpose., Student Cfees paid for community service
courses as defined by the board of regents shall be
considered restricted to a specific purpose;

{8) income from a political subdivision that is
designated a community college service region under
20-15-241; and

(9) sales tax and use tax revenue."

Section 133. Section 20-16-202, MCA, is amended to
read:

"20-16-202. Sources of financing for
vocational-technical center budgets -- distribution of
Funds., {1} The total of the budgets approved by the board of
regents shall constitute the total max imum approved
statewide wvocational-technical center system budget which
shall be financed as follows:

{(a) The primary source of fimancing is to be those
funds specifically designated by legislative enactment or
referendum by the people for financing vocational-technical

education in Montana, including sales tax and use tax

revenue.

(b} The board of county commissioners of each county
in which a designated vocational-technical center is located
shall levy a tax in each calendar year of 1 1/2 mills on the

dollar of all taxable property, real and personal, within
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the county to ralse the amount appropriated by the
legislature for the support and maintenance of the
vocaticnal-technical center system. The tax 1is to be
effective for property tax years beginning on or atter
January 1, 1987, It is the intent- of this subsection (1)(b)
that the county commissioners shall levy this tax for fiscal
year 1988 operation of the wvocational-technical system and
thereafter.

{c) Designated vocational-technical centers shall be
eligible to receive such funds from the federal government
as the board of regents may provide pursuant to applicable
acts of congress.

{2) The board of regents shall direct the distribution
of the funds specified in subsection {1) on the basis of the
budgets approved by the board of regents. The funds earned
by the mill levy specified in subsection (l){b) shall be
credited to the vocational-technical center account in the
unrestricted subfund of the current fund in the state
treasury."

Section 134. section 23-5-1027, MCA, is amended to
read:

"23-5-1027. Disposition of revenue. (1} (a) As near as
possible to 45% of the money paid for tickets or chances

must be paid out as prize money, except as pravided in
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{(b) In the case of a regicnal lottery game, a maximum
of 50% of the money paid for tickets or chances may be paid
out as prize money.

(2} Up to 15% of the gross revenue from the state
lottery may be used by the directcor to pay the operating
expenses of the state lottery. Commissions paid to lottery
ticket or chance sales agents are not a state lottery
operating expense.

(3) Funds to pay the operating expenses of the lottery
are statutorily appropriated as provided in 17-7-502.

(4) That part of all gross revenue not used for the
payment of prizes, commissions, and operating expenses is
net revenue and must be paid quarterly from the enterprise
fund established by 23-5-1026 to the soperintendent-of
pubtie-inarruetion-for-distribution-as-equatizatien--atd--te

the--retirement—fund-—-sbitgations--of state special revenue

fund for state equalization aid provided for in 20-9-343 for

equalization of the foundation program for elementary and

high school districts in-the-manner-proavided-+n-28-9-532,"
Section 135, Section 33-7-407, MCA, is amended to
read:
"33-7-407. Taxes. Every society organized or licensed
under this chapter 1ls hereby declared to be a charitable and
benevolent institution, and all of its funds shall be exempt

from all and every sState, county, district, municipal, and
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school tax other than taxes on real--estate-and-office

equipment gross receipts taxable under the sales tax and use

tax and taxes on property subject to taxation under Title

19."

Section 136. Ssection 61-3-501, MCA, is amended to
read:

"61-3-501. When vehicle taxes and fees are due. (1)
Preperty All taxes, mnew--car-taxea;-and-feea except sales

taxes and use taxes paid at the time of purchase, must be

paid on the date of registration or reregistration of the
vehicle.

{2y 1If the anniversary date for reregistration of a
vehicle passes while the vehicle is owned and held for sale
by a licensed new or used car dealer, property taxes abate
on such vehicle properly reported with the department of
revenue until the wvehicle 1s sold and thereafter the
purchaser shall pay the pro rata balance of the taxes due
and owing on the vehicle.

(3) In the event a vehicle's registration period is
changed under 61-3-315, all taxes and other fees due thereon
shall be prorated and paid from the last day ¢of the old
period until the first day of the new period in which the
vehicle shall be registered. Thereafter taxes and other fees
must be paid from the first day of the new period for a

minimum period of 1 year. When the change 1is to a later
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registration period, taxes and fees shall be prorated and
paid based on the same tax year as the original registration
periocd. Thereafter, during the appropriate anniversary
registration period, each wvehicle shall again register or
reregister and shall pay all taxes and fees due thereon for
a l2-month period.”

NEW SECTION. Section 137. Taxable perceatage rates —-
restrictions on increasing. The taxable percentage rates
provided in this part, except the percentage rate "R" in
15-6-145 or 15-6-147, may be increased only if the increase
is:

(1) adopted by vote of two-thirds of the members of
each house of the legislature; or

{2) approved by the electorate.

NEW SECTICK. Section 138. sales tax rates --
restriction on increasing. A sales tax rate or use tax rate
imposed in [section 2] may be increased only if the increase
is approved by the electorate.

NEW SECTION. Section 139. pefinitions. Ae used in
[sections 139 through 146], the following definitions apply:

(1) "County" means any county government, excluding
those classified as consolidated governments.

(2) "“Incorporated population” means the number of
persons residing within the boundaries of a municipality.

(3) "“Mill value" means the amount of revenue that can
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be raised within a county or municipality by levying 1 mill.
It is determined by multiplying a county's or municipality's
taxable valuation by 0.001.

{4} “"Municipality" means an incorporated city, town,
or city-county consclidated government,

(5) "“Unincorporated population" means the number of

persons not residing within a municipality.

NEW SECTION. Section 140. Local government  block
grant account. (1) There is a local government block grant
account within the state special revenue fund.

{2} Funds in this account must be used to provide
payments from the local government block grant program to
counties and municipalities.

(3) The 11% of the sales tax and use tax revenue that

is distributed under [section 75(1)(b){iii}] must be

deposited in the account.

NEW SECTION. Section 141. Local government  block

grant program. (1) The department of commerce shall
administer the 1local government block grant program and
distribute funds from the 1local government block grant
account.

{2) The local government block grant pregram 1is
comprised of:

{a) a block grant for counties; and

{b} a block grant for municipalities.
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NEW SECTION. Section 142. pivision of block grant
funds. The division of funds within the local government
block grant account is as follows:

{1) The bleck grant for counties must be funded from
the percentage of funds deposited in the account that equals
the ratio of the wunincorporated population te the state
population.

{2) The block grant for municipalities must be funded
from the percentage of funds deposited in the account that
equals the ratio of the incorporated population to the state
population.

NEW SECTION. Section 143. bpistribution of block grant
funds to counties. Funds in the block grant account for
counties must be distributed as follows:

(1) One-half of each county's share is determined by
the ratio of the county's population to the total county
population in the state.

{2} One-half is distributed according to the following
formula in which CMV = average mill value per capita of ail

counties, IMV = individaal county mill value per capita, ICP

= individual county population, and CG = 1/2 total c¢ounty
grant:
CMV X ICP = county tax base factor(TBF)
IMV
CG X individual ecounty TBF = 1/2 individual county
-153-
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sum of all county TBFs share

NEW SECTION. Section 144. pistribution of block grant
funds to municipalities. (1) The block grant for
municipalities is divided into the city/town category and
the consclidated category.

{2) The consolidated category must receive a
percentage of the total municipal grant as determined by the
following formula in which PCG = population of consclidated
governments, UP = unincorporated population, TSP = total
stated population, and TSMP = total state municipal
population:

PCG + (PCG X UP/TSP) = consolidated category percentage

TSMKP

13) The city/town and consolidated categories must be
distributed as follows:

(a) One-half of each municipality's share is
determined by the ratio of the municipality's population to
the total municipal population of that category.

(b) One-half is distributed according to the following
formula in which MVPC = average mill value per capita for
all municipalities within each category, IVC = individual
municipality mill value per capita, IMP = individual
municipality population, and CG = 1/2 total grant for each

category:

MVPC X IMP = municipal tax base factor (TBF)

-154~
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IvC

CG X individual municipality TBF = 1/2 individual

sum of all municipality TBFs municipality

share
NEW SECTION. Section 145. Ppopulation and taxable
valuation figures to be used. (1) Population figures used in
[sections 139 through 144] must be the most recent figures
as determined by the department of commerce.

(2) Mill values used in [sections 139 through 144]
must be the most recent taxable wvaluation figures as

determined by the department of revenue for the fiscal year
in which payments will be made.

NEW SECTION. Section 146. Disposition and use of
funds. (1) Disbursements from the local government block
grant account must be made on June 38, 1991, and on June 30
of each succeeding year.

(2) One-half of each disbursement must be used to
reduce the local government's general fund mill levy, and

one-half of the disbursement may be wused for any purpose

authorized by law.

NEW SECTION. Section 147. Submission to electorate.
The guestion of whether sections 1 through 146 and 149 of
this act will become effective shall be submitted to the
gualified electors of Montana at the election called

pursuant to section 146 by printing on the ballot the full
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title of this act and the following:
POR imposing a 4% sales tax and use tax, to be uysed

approximately as follows:

o 35% for state Funding of public education, to re 'uce
local property taxes;

o 10% for higher education;

o 21% to reduce residential, personal, and commercial
property taxes;

o 3.5% to reduce municipal and county property taxes;

o 3.5% new revenue for muncipal and county
governments;

o 12.5% for refunds to low-income families; and

o the remaindef tc be deposited in the state general
fund.

AGAINST imposing a 4% sales taxz and use tax, to be

used approximately as follows:

o 35% for state funding of public education, to reduce
local property taxes;

o 10% for higher education;

o 21% to reduce residential, personal, and commercial
property taxes;

o 3.5% to reduce municipal and county property taxes;

o 3.5% new revenue for municipal and county
governments;

o 12.5% for refunds to low-income families; and
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¢ the remainder to be deposited in the state general

fund.

NEW SECTION. Section 148. Special election. Pursuant
to Article III, sections 5 and 6, of The Co.stitution of the
State of Montana, [sections 1 through 1486 and 149] shall be
submitted to the qualified electors of Montana for their
approval or disapproval at a statewide election to be held
November 7, 1989.

NEW SECTION. Section 149. Repealer. Sections 15-6-136
through 15-6-140, 15-6-142 through 15-6-144, 15-6-146,
15-6-148, 15-6-149, 15-6-153, 15-6-154, 20-9-501, 20-9-531,
and 20-9-532, MCA, are repealed.

NEW SECTION. Section 150. cCodification  instruction.
(1) f{Sections 1 through &8, 74, 75, and 138] are intended
to be codified as an integral part of Title 15, and the
provisions of Title 15 apply to [sections 1 through 68, 74,
75, and 138].

(2) [(Sections 69 through 73! are intended to be
codified as an integral part of Title 15, chapter 30, and
the provisions of Title 1%, chapter 10, apply to [sections
69 through 73].

{3) [Sections 76 and 137) are intended to be codified
as an integral part of Title 15, chapter 6, part 1, and the
provisions of Title 15, chapter 6, apply to [sections 76 and

1371.
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{4} [Section 107] 1s intended to be ccodified as an
integral part of Title 20, chapter 25, and the provisions of
Title 20, chapter 25, apply to [section 107].

{5) [Sections 139 through 146] are intended to be
codified as an integral part of Title 7, chapter 6, and the
provisions of Title 7, chapter 6, apply to [sections 139

through 146].

NEW SECTION. Section 151. coordination  instruction.
If [this act] passes and Senate Bill No. 463 fails, the
sales tax rate imposed in [section 2 of this act) is 3%, and
wherever the sales tax of 4% appears in [this act], it must
be changed to 3%.

NEW SECTION. Section 152. 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].

NEW _SECTION. Section 153. severability. If a part of
fthis act] is 1invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW SECTION. Section 154. saving clause. (This act]
does not affect rights and duties that matured, penalties

that were incurred, or proceedings that were begun before

-158-
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[the effective date of this act].

NEW SECTION. Section 155. Effective dates. (1) Except
as provided in subsections (2} and (3), [this act} is
effective on approval by the electorate.

(2) [Sections 147, 148, and this section] are
effective on passage by the legislature,

(3) [Section 149) is effective December 31, 1990.

NEW SECTION. Section 156. aApplicability. (1)
[Sections 1 through 75 and 139 through 146} are applicable
on and after July 1, 1990.

(2) (Sections 76 through 136] apply to taxable years,
fiscal vyears, and school fiscal vyears beginning after
December 31, 1989. However, all taxes, levies, fees,
assessments, and the like levied in 1989 for fiscal vyear
1990 must be paid and are collectible as provided by law.

—-End-
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APPROVED BY COMMITTEE
ON TAXATION

SENATE BILL RO. 469

INTRODUCED BY CRIPPEN, BRADLEY, ECK, RAMIREZ

A BILL FOR AN ACT ENTITLED: "AN-A€? THE EDUCATION AND TAX

REFORM ACT; PROVIDING FOR A 4 PERCENT SALES TAX AND USE TAX;
PROVIDING FOR CERTAIN DEDUCTIONS AND EXEMPTIONS FROM THE
TAX; GENERALLY REVISING THE CLASSIFICATION OF PROPERTY FCR
PROPERTY TAX PURPQSES; PROVIDING PROPERTY TAX RELIEF;
REVISING LOCAL GOVERNMENT BONDING AND DEBT LIMITS; PROVIDING
CREDITS AGAINST OR REFUND OF INDIVIDUAL INCOME TAX
LIABILITY; PROVIDING FOR THE DISTRIBUTION OF THE REVENUE
FROM TBE SALES TAX AND USE TAK: REPEALING COUNTY MILL LEVIES

FOR TEACHER RETIREMENT; LINKING THE IMPOSITION OF A

STATEWIDE SALES TAX TO STATE INCOME TAX EREFORM; AMENDING

SECTIONS 7-1-2111, 7-3-1321, 7-6-2211, 7-6-4121, 7-6-4254,
7-7-107, 7-7-108B, 7-7-2101, 7-7-2203, 7-7-4201, 7-7-4202,

7-13-4103, 7-14-236, 7-14-2524, 7-14-2525, 7-14-4402,

7-16-2327, 7-16-4104, 7-31-106, 7-31-107, 7-34-2131,

15-1-101, 15-6-133 THROUGH 15-6-135, 15-6-207, 15-8-111,

15-8-205, 15-10-402, 15-10-411, 15-10-412, 15-16-611,
15-16-613, 15-24-301, 15-24-1102, 15-24-1103, 17-3-213,
19-4-605, 19-11-503, 19-11-~-504, 20-3-106, 20-3-324,

20-5-305, 20-5-312, 20-9-141, 20-5-201, 20-9-212, 20-9-301,
20-9-331, 20-3-333, 20-9-343, 20-9-352, 20-9-406, 20-9-407,
20-9-502, 20-10-144, 20-15-311,

20-16-202, 23-5-1027.,
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33-7-407, ANB 61-3-501, AND 61-3-502, MCA; REPEALING
SECTIONS 15-6-136 THROUGH 15-6-140, 15-6-142 THROUGH
15-6-144, 15-6-146, 15-6-148, 15-6-149, 15-6-153, 15-8-154,
20-9-501, 20-9-531, AND 20-9-532; PROVIDING THAT CERTAIN
SECTIONS OF THIS ACT BE SUBMITTED TO THE QUALIFIED ELECTORS
OF THE STATE OF MONTANA; AND PROVIDING EFFECTIVE DATES AND

AFPPLICABILITY DATES."

STATEMENT OF INTENT

A statement of intent is required for this bill because
the department of revenue 1is granted authority to adopt
rules for the administration and enforcement of the sales
tax and wuse tax. The rules are intended to provide for an
efficient process for the collection of the taxes, with
minimum expense to both the taxpayer and the state.

The legislature contemplates that rules adopted by the
department should, at a minimum, address the following:

{1) the registration and issuance of permits to
persons engaging in the business of retail sales and
services;

(2) the reporting form for the payment of the taxes,
along with the requirements for the retention by the
taxpayers of the necessary records;

{3) the required security and the acceptable forms of

security for those taxpayers required to give security for

-2- SB 469
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payment of the taxes;

{4) the use of the nontaxable transaction certificate
and clarification of any exemption from or deduction of the
taxes;

{5) the necessary forms and the required procedures
for reporting the taxes; and

(6) the definition of terms and establishment of
procedures as appropriate for efficient administration of

the sales tax and use tax.

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Dpefinitions. For purposes of
[sections 1 through BB and 74), unleas the context requires
otherwise, the following definitions apply:

{1) "Buying", “seiling“, "puy", "sell", or "sale"
means the transfer of property for consideration or the
performance of a service for consideration.

{2) "Construction" means:

(a) the building, altering, repairing, or demolishing
in the ordinary course of business of any:

{i) road, highway, bridge, parking area, or related
project;

{ii) building, stadium, or other structure;

{(iii) airport, subway, or similar facility:

{iv) park, trail, athletic field, golf course, or

-3- SB 469
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similar facility:

{v} dam, reservoir, canal, ditch, or similar facility;

{vi) sewage or water treatment facility, power
generating plant, pump station, natural gas compressing
station, gas processing plant, coal gasification plant,
refinery, distillery, or similar facility;

(vii) sewage, water, gas, or other pipeline;

(viii) transmission line;

{ix) radio, television, or other tower;

(x) water, oil, or other storage tank;

{xi) shaft, tunnel, or other mining appurtenance; or

{xil) microwave station or similar facility;

(b) the leveling or clearing of land;

(c) the excavating of earth;

(d) the drilling of wells of any type, including
seismograph shot holes cor core drilling; or

(e) any similar work.

{3) “Department"” means the department of revenue.

(4) ™"Engaging in business" means carrying on or
causing to be carried on any activity with the purpose of
direct or indirect benefit.

{S) "Food product for human consumption":

(a) means food for domestic home consumpticn as
defined in 7 U.S.C. 2012{g), as amended, for purposes of the

federal food stamp program as defined in 7 U.8.C, 2012(h),
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as amended; and

{b) does not mean or include:

(i) medicines or preparations, 1in liquid, powdered,
granular, bottled, capsule, lozenge, or pill form, sold as a
dietary supplement or adjunct not prescribed by a licensed
physician;

(ii) carbonated water marketed in containers;

{iii) chewing gum;

(iv) candies or confectioneries; or

(v} seeds and plants to grow foods.

{6) (a) "Gross receipts", in addition to the other
meanings provided in this subsection (6), means the total
amount of money or the value of other consideration received
from selling property in Montana, from leasing property used
in Montana, or from performing services in Montana. The term
includes all receipts from the sale of tangible personal
property handled on consignment but excludes cash discounts
allowed and taken and any type of time-price differential.

{b} In an exchange in which the money or other
consideration received does not represent the value of the
property or service exchanged, gross receipts means the
reasonable value of the property or service exchanged.

{c) (i) Except as provided in {section 54}, when the
sale of property or services is made under any type of

charge or conditional or time-sales contract or the leasing
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of property is made under a leasing contract, the seller or
lessor shall treat all receipts, excluding any type of
time-price differential, under such contracts as gross
receipts at the time of the sale.

{ii) If the seller or lessor transfers his interest in
any such contract to a third person, the seller or lessor
shall pay the sales tax or use tax upon the full sale or
leasing contract amount, excluding any type of time-price
differential.

{d) Gross receipts includes all amounts paid by
members of a cooperative association or similar organization
for sales or leases of personal property or performance of
services by the organization.

(7} "Lease" or “leasing” means an arrangement in
which, for consideration, property is used for or by a
perscn other than the owner of the property.

(8) "Manufacturing” means combining or processing

components or materials, INCLUDING THEE PROCESSING FCR ORES

IN A MILL, SMELTER, REFINERY, OR REDUCTION FACILITY, to

increase their value for sale in the ordinary course of
business. The term does not include construction.
(9) "Medical services" means a service:

{a}) performed by a person licensed to practice

medicine, asteocpathy, dentistry, podiatry, optometry,

chiropractic, or psychology OR LICENSED AS A MENTAL HEALTH

et 5B 469
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PROFESSIONAL OR CHEMICAL DEPENDENCY COUNSELOR as a regular

part of his business activities; and

{b} applied externally or internaily to the human body
or mind for the diagnosis, cure, mitigation, treatment, or
prevention of disease.

(10) "Medicine" or "drug" means and inciudes any
substance or preparation that is:

{a) intended for use by external or internal
application to the human body or mind in the diagnosis,
cure, mitigation, treatment, or prevention of disease; and

(b} required by law or regqulation to be prescribed by
a person licensed to prescribe such medicine or drug.

(11) “"Permit"™ means a seller's permit as described in
[section 45].

(12) "Person” means:

(a} an individual, estate, trust, receiver,
cooperative association, club, corporation, company, firm,
partnership, 3joint wventure, syndicate, or other entity,
including any gas, water, or electric utility owned or
operated by a county, municipality, or other political
subdivision of the state; or

{b) the United States or any agency or instrumentality
of the United States or the state of Montana or any

political subdivision of the state.

(13) "Sales tax" and "use tax" mean the applicable tax
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imposed by [section 2].

(14) {a) "Service" means an activity that is engaged in
for another person for consideration and that is
distinguished from the sale or lease of property. The term
includes:

(i} activities performed by a person for its members
or shareholders; and

{ii) construction activities and all tangible persocnal
property that will become an ingredient or component part of
a construction project.

(b) In determining what a service 1is, the intended
use, principal objective, or ultimate objective of the
contracting parties is irrelevant.

{15) "Therapeutic and prosthetic devices" includes bhut
is not 1limited to prescription eyeglasses, contact lenses,
dentures, or artificial limbs, prescribed or ordered by a
person licensed to perform medical services,.

(16) "Use" or "using" includes use, consumption, or
storage, other than storage for resale or for use solely
outside this state, in the ordinary course of business.

NEW SECTION. Section 2. Imposition aad rate of sales
tax and use tax. (1) Except as provided in subsection (%), a
sales tax of 4% is imposed on all gross receipts, as defined
in {section 1], for the privilege of engaging in business in

this state.
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{2) For the privilege of using property in this state,
there is imposed on the person using the property a use tax
equal to 4% of the value of the property that was:

{a) manufactured by the person using the property in
this state;

(b) acquired cutside this state as the result of a
transaction that would have been subject to the sales tax
had it occurred within this state; or

{(c) acquired as the result of a transaction that was
not initially subject to the sales tax imposed by subsection
(1) or the wuse tax imposed by subsection (2)(b) but which
transaction, because of the buyer's subsequent use of the
property, is subject to the sales tax or use tax.

(3) For the privilege of using services rendered in
this state, there is imposed on the person using such
services a use tax egual to 4% of the value of the services
at the time at which they were rendered. Services taxable
under this section must have been rendered as the result of
a transacticn that was not initially subject to the sales
tax or use tax but that, because of the buyer's subsequent
use of the service, is subject to the sales tax or use tax.

(4) For purposes of this section, the value of
property must be determined as of the time of acquisition,
introduction into this state, or conversion to use,

whichever is later.
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(5) A sales tax of 2-%/2% 4% is imposed on the gross
receipts from the sale of any new motor vehicle subject to
the provisions of 61-3-502. Phe-tetai-of-the-tax-imposed--in
this--subsectton--and--the--tax--imposed-in-61-3-582-may-not
exceed-4%<

NEW SECTION. Section 3. Presumption of taxability -—-
value. (1) 1In order to prevent evasion of the sales tax or
use tax and to aid in its administration, it 1is presumed
that:

{a) all receipts of a person engaging in business are
subject to the sales tax or use tax; and

{b) all property bought or sold by any person for
delivery into this state is bought or sold for a taxable use
in this state.

{2) TIn determining the amount of tax due on the use of
property or services, it is presumed, in the absence of
preponderant evidence of another value, that value means the
total amount of property or the reascnable value of other
consideration paid for the use of the property or service,
exclusive of any type of time-price differential. However,
in an exchange in which the amount of money paid does not
represent the value of the property or service purchased,
the use tax must be imposed on the reascnable value of the

property or service purchased.

NEW SECTION., Section 4, Separate statement of tax.

~10- 5B 469



10
11
12
13
14
15
16
17
18
i9
20
21
22
23
24

25

SBE D469/02

(1) 1If the sales tax or use tax is stated separately on the
books of the seller or lessor and the total amount of tax
stated separately on transactions within the reporting
period is in excess of the amount of sales tax or use tax
otherwise payable on those transactions, the excess amount
of tax otherwise payable and stated on the transactions
within the reporting pericd must be included in gross
receipts.

{2) If the sales tax or use tax is not stated
separately on transactions, the gross receipts for sales tax
and use tax purposes include the total amcunts received,
with no deduction for the sales tax or use tax,

NEW SECTION. Section 5. Liability of user for payment
of use tax. (1} A person in this state who uses property |is
liable to the state for payment of the use tax if the tax is
payable on the value of the property but has not been paid.

(2) The 1liability imposed by this section is
discharged if the buyer has paid the use tax to the seller
for payment to the department.

NEW SECTION. Section 6. Agents for collection of
sales tax and use tax —— severability. (1) {a) A person who
performs or attempts to perform an activity within this
state that attempts to exploit this state's markets, who
sells property or services f£or use in this state, and who is

not subject toc the sales tax or use tax on receipts from
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these sales shall collect the sales tax or use tax from the
buyer and pay the tax collected to the department.

(b) “Activity", for the purposes of this section,
includes but is not limited to engaging in any of the
following in this state:

(i} maintaining an office or other place of business
that solicits orders through employees or independent
contractors:

{ii) canvassing;

(iii) demonstrating;

(iv) cecllecting money;

{v) warehousing or storing merchandise;

(vi) delivering or distributing products as a
conseqguence of an advertising or 'other sales program
directed at potential customers;

{vii) soliciting orders for tangible personal property
by means of a telecommunication or television shopping
system that utilizes tcll-free numbers and that is intended
to be broadcast by cable television or other means to
consumers in this state;

{viii) soliciting orders, pursuant to a contract with a
broadcaster or publisher located within this state, for
tangible personal property by means of advertising
disseminated primarily to consumers located in this state

and only secondarily to bordering jurisdictions;
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(ix) soliciting orders for tangible personal property
by mail if the solicitations are substantial and recurring
and 1if the person engaging in such activity benefits from
any banking, financing, debt collection, telecommunication,
or marketing activities cccurring in this state or benefits
from the location in this state of authorized installation,
servicing, or repair facilities; or

{x) soliciting orders, pursuant to a contract with a
cable television operator located in this state, for
tangible property by means of advertising transmitted or
distributed over a cable television system in this state.

(2) To ensure the orderly and efficient collection of
the tax imposed by [sections 1 through &B and 741, if any
application of this section is held invalid, the section's

application to other situations or persons is not affected.

NEW SECTION, Section 7. Nontaxable transaction
certificate -- requirements. (1) A nontaxable transaction
certificate executed by a buyer or lessee must be in the
possession of the seller or lessor at the time a nontaxable
transaction occurs.

(2) If the seller or lessor is not in possession of a
nontaxable transaction certificate within 60 days from the
date notice of the requirement for possession of a

nontaxable transaction certificate is given to him by the

department, all deductions claimed by him that require
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delivery of a nontaxable transaction certificate are
disallowed.

(3) A nontaxable transaction certificate must contaln
the information and be in the form prescribed by the
department.

{4) Only a buyer or lessee who has registered with the
department and whose permit is not suspended or revoked may
be allowed to execute a nontaxable transaction certificate.

(5) If the seller or 1lessor accepts a nontaxable
transaction certificate within the required time and
believes in good faith that the buyer or lessee will employ
the property or service transferred in a nontaxable manner,
the properly executed nontaxable transaction certificate is
considered conclusive evidence that the proceeds from the
transaction are deductible from the seller's or lessor's

gross receipts.

NEW SECTION. Section 8. Receipts of government
agencies exempt. (1) Except as praovided in subsection (2},
all receipts of the United States or any agency or
instrumentality of the United States or of this state or any
political subdivision of this state are exempt from the
sales tax and use tax.

({2} Receipts from the sale of gas, water, or

electricity by a utility owned or operated by a political

subdivision of the state are subject tc the sales tax and
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use tax.

NEW SECTION. Section 9. Exemption -- food products.
(1) Except as provided in subsection (2), receipts from
sales of food products for human consumption, as defined in
[section 1(5)(a)]l, are exempt from the sales tax.

{2) The gross receipts from food products sold in the
foliowing manner are subject to the sales tax:

{a) any food products served as meals on or off the
premises of the retailer;

(b) milk or cream sold as beverages commonly referred
to as milkshakes, malted milks, or any similar beverage;

{(c) food products furnished, prepared, or served for
consumption at tables, chairs, or counters or from trays,
glasses, dishes, or other tableware, whether provided by the
retailer or by a person with whom the retailer contracts to
furnish, prepare, or serve food products to others;

(d) food products sold for immediate consunmption on or
near a location at which parking facilities are provided
primarily for the convenience of patrons in consuming the
products purchased at the 1location, even though such
products are sold on a “takeout", "to go", or "U-bake" order
and are actually packaged or wrapped and taken from the
premiges of the retailer;

{e) food products sold for consumption within a place

that charges an admission fee; or
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(€£) food or drink vended by or through machines on

behalf of a vendor.

NEW SECTION. Section 10. Exemption - speciail
supplemental food program for women, infants, and children.
The receipts from the sale of food purchased under the
special supplemental food program for women, infants, and
children (WIC) as specified in 42 ©U.S.C. 1786, as amended,

are exempt Erom the sales tax.

NEW SECTION. Section 11. Exemption -- PRESCRIBED
medicines, drugs, AND certain devicesy-—and -- medical
services. {1} The gross receipts from the sale, BY

PRESCRIPTION FROM A PERSON DESCRIBED IN [SECTION 1(9)(A)l,

of medicines, drugs, insulin, and therapeutic and prosthetic
devices are exempt from the sales tax.

{2) The gross receipts from the sale of medical
gservices are exempt from the sales tax.

NEW SECTION, Section 12. Exemption ~- wages. %he

EXCEPT AS PROVIDED IN [SECTIONS 1 THROQUGH 69 AND 75], THE

receipts of an employee from an employer for wages, salary,
commissions, or any other form of remuneration for personal
services are exempt from the sales tax.

NEW SECTION. Section 13. Exemption -- agricultural
products. The receipts of a grower, producer, trapper, or
nenprofit marketing association from the sale of livestoeck,

live poultry, unprocessed agricultural products, hides, or
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pelts are exempt from the sales tax. Persons engaged in the
business of buying and selling wool or mohair or of buying
and selling 1livestock on their own account and without the
services of a broker, auctioneer, or other agent are

considered producers for the purposes of this section.

NEW SECTION. Section 14. Exemption - livestock
feeding. A person's receipts derived from feeding,
pasturing, penning, or handling or training livestock prior
to sale are exempt from the sales tax.

NEW SECTION. Section 15. Exemption —- used tangible
personal property upon which a sales or use tax has been
paid. The receipts from the sale of used tangible personal
property upon which a tax has been paid pursuant to
[sections 1 through 68 and 74] are exempt from the sales

tax.

NEW SECTION. Section 16. Exemption -- vehicles. The
receipts from the sale of any vehicle upon which a tax
pursuant to {sections 1 through 68 and 74)] has been paid or
which was purchased prior to [the applicability date of this
act] are exempt from the sales tax, A registration
certificate showing that the vehicle was registered in this
state prior to [the applicability date of this act] is
conclusive proof that it was purchased before it was subject
to taxation under [secticons 1 through 68 and 74)] and is

exempt under this section.
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NEW SECTION. Section 17. Exemption —-- certain mobile
homes. Receipts from the resale of a mobile home may be
deducted from gross receipts if the sale is of a mebile home
that was subject to the sales tax or use tax upon its
initial sale or use in this state or was initially sold or
used in this state prior to [the applicability date of this
act]. The seller shall retain aﬁd furnish proof satisfactory
to the department of either of the following:

{1) that the sales tax or use tax was paid upon the
initial sale or use in this state of the mobile home. In the
absence of such proof, it is presumed that the tax was not
paid.

{2) that a Montana certificate of title was issued for
a mobile home prior to [the applicability date of this act].
The certificate is proof that the mobile home was initially
scld or used in this state prior to [the applicability date

of this act]} and that the mobile home is exempt under this

section.

NEW SECTION. Section 18. Exemption -— insurance
companies. The receipts of an insurance company or any of
its agents from premiums are exempt from the sales tax.

NEW SECTION. Section 19. Exemption -- dividends and
interest. The following are exempt from the sales tax:

(1) interest on money loaned or deposited;

{2} dividends or interest from stocks, bonds, or
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securities; and

{3) proceeds from the sale of stocks, bonds, or
securities.

NEW SECTION. Section 20. Exemption -- fuel. The
receipts from the sale of gasoline or ethanol blended for
fuel on which the Montana gasoline tax has been paid under
Title 15, chapter 70, are exempt from the sales tax and use
tax.

NEW SECTION. Section 21. Exemption —- isolated or
occasional sale or lease of property or services. The
receipts from the isolated or occasional sale or lease of
property or from the performance of a service by a person
who is not regularly engaged in or who does not represent
himself as engaged in the business of selling or leasing the
same or a similar property or service are exempt from the
sales tax.

NEW SECTIOK. Section 22. pxemption -- o0il, gas, and
mineral interests. The receipts from the sale or lease of
oil, natural gas, or mineral interests are exempt from the
sales tax.

NEW SECTION, Section 23. Exemption -- minerals -—-
exception, (1) The receipts Etom the sale or use of a
mineral as defined in 15-38-103 are exempt from the sales
tax and use tax.

{2) Minerals refined, reduced, polished, cut, faceted,
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or otherwise processed for the purpose of being used as or
integrated intoc jewelry, art, or sculpture or as a
decorative embellishment or adornment, either in their own
right or in combination with o©other property, are not
included in the exemption provided in this section.

NEW SECTION. Section 24. Exemption -- property of
certain governmental agencies. {1) The use of property by
the United States or any agency or instrumentality of the
United States or by this state or any political subdivision
of this state is exempt from the use tax.

(2) The use of property by the governing body of an
Indian tribe on a federalily recognizedrlndian reservation is

exempt Erom the use tax.

NEW SECTION. Section 25. Exemption - personal
effects. The use by an individual of personal or household
effects brought into the state for the establishment by him
of an initial residence in this state and the use of
property brought intec the state by a nonresident for his own

nonbusiness use while temporarily within this state are

exempt from the use tax.

NEW SECTION. Section 26, Exemption -- SUBSCRIPTIONS

~- advertising services. (1) THE GROSS RECEIPTS FROM THE

SALE OF SUBSCRIPTIONS TQ NEWSPAPERS, MAGAZINES, AND ALL

OTHER PRINTED MATERIAL ARE EXEMPT FROM THE SALES TAX.

(2) The gross receipts from the sale of advertising
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services, including the actual creation or development of
the advertising, are exempt from the sales tax. For the
purpose of this section, "advertising services® includes but
is not limited to all advertising by:

{13 (A) newspaper, magazine, or other publication;

+2¥(B) radio or television;

£3)(C) billboard, banner, sign, placard, and the like;

t4¥(D) handbill; or

t5¥(E) any other advertising means, media, or method.

NEW SECTION. Section 27. Dpeduction —- sale of
tangible personal property for resale. Receipts from the
sale of tangible personal property may be deducted from
gross receipts if:

(1) the sale is made to a buyer who delivers a
nontaxable transaction certificate to the seller: and

{2) the buyer resells or plans to resell the tangible
personal property either by itself or in combination with
other tangible personal property in the ordinary course of
business and the property will subsequently be subject to
the sales tax.

NEW SECTION. Section 28. pDeduction —- sale of service
for resale. Receipts from the sale of a service for resale
may be deducted from gross receipts ifs

(1) the sale is made to a person who delivers a

nontaxable transaction certificate;
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(2) the buyer separately states the value of the
service purchased in his charge for the service on its
subsequent sale; and

(3) the subsequent sale is in the ordinary cocurse of
business and subject to the use tax.

NEW SECTION. Section 29. Deduction -- sale to MINER
OR manufacturer. Receipts from the sale of tangible personal
property to a buyer engaged in the business of MINING OR
manufacturing may be deducted from gross receipts if:

(1) the buyer delivers a nontaxable transaction
certificate to the seller; and

(2) the buyer incorporates or will incorporate the
tangible personal property as an ingredient or component
part of the product which he is in the business of MINING OR
manufacturing.

NEW SECTION. Section 30. Deduction - sale of
tangible personal property for leasing. Receipts from the
sale of tangible personal property, other than furniture or
appliances, and from the rental or lease of property, other
than coin-operated machines and mobile homes, that is
deductible under ([sections 1 through 68 and 74] may be
deducted from gross receipts if:

(1) the sale is made to a buyer who delivers a

nontaxable transaction certificate to the seller;

(2) the buyer 1is engaged in a business deriving more
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than 50% of its receipts from leasing or selling tangible
perscnal property of the type leased; and

{3) the buyer does not use the pProperty in any manner
other than holding it for 1lease or sale or leasing or
selling it, either by itself or in combination with other
tangible personal property, in the ordinary course of
business,

NEW SECTICN. Section 31. peduction -- lease for
subsequent lease. Receipts from the lease of tangible
personal property, other than furniture or appliances, and
from the rental or lease of property, cther than
coin-operated machines and mobile homes, that is deductible
under [sections 1 through 68 and 74] may be deducted from
gross receipts if:

(1) the 1lease is made to a lessee who delivers a
nontaxable transaction certificate; and

(2) the lessee does not use the property in any manner
other than for subsequent lease in the ordinary course of
business,

NEW SECTION. Section 32. peduction -- sale of
tangible personal property to person engaged in construction
businees. (1} Receipts from the sale of tangible personal
property may be deducted from gross receipts if the sale is
made to a buyer engaged in the construction business who

delivers a nontaxable transaction certificate co the seller,
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{2) The buyer delivering the nontaxable transaction
certificate shall incorporate the tangible personal property
as:

{al an ingredient or component part of a construction
project that is subject to the sales tax or use tax upon its
completion or upon the completion aof the overall
construction project of which it is a part; or

{b) an ingredient or component part of a <construction
project that is subject to the sales tax or use tax upon the
sale in the ordinary course of business of the real property

upon which it was constructed.

NEW SECTION. Section 33. Deduction -- sale of
construction service to pecrson engaged in construction
business. (1)} Receipts from the sale of a construction
service may be deducted from gross receipts if the sale |is
made to a buyer engaged in the construction business and he
delivers a nontaxable transaction certificate to the person
performing the construction service.

(2) The buyer delivering the nontaxable transaction
certificate shall have the construction services performed
upon:

{a) a construction project that is subject to the
sales tax or use tax upon its completion or upon the
completion of the overall construction project of which it

is a part; or
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(b) a construction project that 1is subject to the
sales tax or use tax upon the sale in the ordinary course of

business of the real property upon which it was constructed.

NEW SECTION. Section 34. peduction -- sale or lease
of real property and lease of mchile homes. (1) ta} Except
as provided in subsections ti}tb} (2) and ¢33y (4}, receipts
from the sale or lease of real property, from the lease of a
mebile home, or from the rental of a mobile home for a
period of at least 1 month may be deducted from gross
receipts.

+b¥(2) (A} The portion of the gross receipts from the
sale of real property that is attributable to improvements,

OTHER THAN RESIDENTIAL IMPRQVEMENTS, constructed on the real

property by the seller in the ordinary course of his
construction business may not be deducted from gross
receipts.

(B) THE PROPORTION OF THE GROSS RECEIPTS FROM THE SALE

OF REAL PROPERTY THAT 1S ATTRIBUTABLE TO RESIDENTIAL

IMPROVEMENRTS CONSTRUCTED ON THE REAL PROPERTY BY THE SELLER

IN THE ORDINARY COURSE OF HIS CONSTRUCTION RUSINESS MAY BE

DEDUCTED FROM GROSS RECEIPTS IN THE PROPORTION THAT THE COST

QF THE CONSTRUCTION FOR EVERYTHING OTHER THAN MATERIALS

BEARS TO THE GROSS RECEIPTS FOR THE IMPROVEMENTS.

t2¥(3) Receipts attributable to the inclusion of

furniture or appliances furnished by the landlord or lessor
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as part of a leased or rented dwelling, house, mocbile home,
cabin, condominium, or apartment may be deducted from gross

receipts.

£3¥(4) Receipts received by hotels, motels,
roominghouses, campgrounds, guest ranches, trailer parks, or
similar facilities may not be deducted £er FROM gross

receipts for purposes of this-section [SECTIONS 1 THROUGH 69

AND 751 if either the operator or the user must pay tax on
the receipts under Title 1%, chapter 65, AND ALL SUCH

RECEIPTS ARE SUBJECT TO THE TAX IMPOSED IN [SECTION 2]. The

receipts of hotels, motels, roominghouses, c¢ampgrounds,
guest ranches, trailer parks, or sis.iar facilities are
subject to the sales tax or use tax.

(%) FOR THE PURPOSES OQF THIS SECTION, "RESIDENTIAL

IMPROVEMENTS" MEANS IMPROVEMENTS TG REAL PROPERTY THAT ARE

CONSTRUCTED FOR HUMAN HABITATION IN A STRUCTURE CONTAINING

FEWER THAN THREE UNITS. THE TERM INCLUDES IMPROVEMENTS MADE

TO EXISTING RESTDENTIAL IMPROVEMENTS,

NEW SECTION. Section 35. Deduction —— transactions in
interstate commerce -- exception, (1) Receipts from a
transaction in interstate commerce may be deducted from
gross receipts to the extent that the imposition of the
sales tax or use tax would be unlawful under the United

States constitution,

{2) (a) The following may be deducted from gross
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receipts:

{i} receipts from transmitting messages or
conversations by radio, originating from a point outside
this state and received at a point within this state; and

(ii) receipts from the sale of radio or television
broadcast time if the advertising message is supplied by or
on behalf of a national or regional seller or an advertiser
not having its principal place of business in or being
incorporated under the laws of this state.

{b} Commissions received by an advertising agency for
performing services in this state may not be deducted from

gross receipts under this section.

NEW SecTION. Section 36. bpeduction —- intrastate
transportation and services in interstate commerce. (1)
Receipts from the transport of persons or property Erom one
point within this state to another point within this state
may be deducted from gross receipts 1if such persons or
ﬁroperty, including any reasonably necessary services, are
being transported in interstate or foreign commerce under a
single contract.

(2) Receipts from handling, storage, drayage, or
packing of property or any other accesscrial services on
property may be deducted from gross receipts if:

{(a) the propecty has been or will be moved in

interstate or foreign commerce;
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{b) the services are performed by a local agent for a
carrier or by a carrier; and

{c) the services are performed under a single contract
in relation to transportation services.

NEW SECTION. Section 37. beduction -- sale of certain
services to an out-of-state buyer. (1) Receipts EXCEPT AS

PROVIDED IN SUBSECTION (4), RECEIPTS from performing a

service may be deducted from gross receipts if the sale of
the service is made te a buyer who delivers to the seller
either a nontaxable transacticon certificate or other
evidence acceptable to the department that the transaction
meets the conditions set out in subsection (3).

{2} The person who delivers the nontaxable transaction
certificate or other evidence acceptable tz the department
must meet the criteria set cut in subsectiorn (3).

{3) Receipts from the performance of a service are
deductible if the buyer of the service, any of his
employees, or any person in privity with him:

(a) does not make initial use of the product or the
service in this state;

{b) does not take delivery of the product or the
service in this state; or

{(c) concurrent with the performance <f the service,
does not have a regular place of work in this state or spend

more than brief and occasional periods of time in this state
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and:

(i) does not have any communication 1in this state
related in any way to the subject matter, performance, or
administration of the service with the person performing the
service; or

{ii) does not himself perform work in this state
related to the subject matter of the service.

(4) RECEIPTS FROM

PERFORMING ARCHITECTURAL,

ENGINEERING, SURVEYING, OR GRAFHIC DESIGN SERVICES MAY BE

DEDUCTED FROM GROSS RECEIPTS IF THE PRODUCT RESULTING FROM

THE SERVICE OR THE SERVICE IS USED OR APPLIED EXCLUSIVELY

OUTSIDE MONTANA. FOR THE PURPOSES OF THIS SUBSECTION, THE

PROVISIONS OF SUBSECTION (3) DO NOT APPLY.

t4¥(5) Receipts from performing a service that
initially gualified for the deduction provided in this
section but that no longer meets the criteria set forth in

subsection {3) are deductible for the period prior to the

disqualification.

NEW SECTION., Section 38. Deduction - feed,
fertilizers, and agricultural supplies - livestock
auctioneers. (1) Receipts from the sale of feed for

livestock, £fish raised for human consumpticn, poultry,
animals raised for their hides or pelts, semen used in
animal husbandry, seeds, roots, bulbs, seoil conditioners,

fertilizers, insecticides, insects used to control the
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population of other insects, fungicides, weedicides,
herbicides, or water for irrigation purposes may be deducted
from gross receipts if the sale is made to a person who

PRESENTS A NONTAXABLE TRANSACTION CERTIFICATE OR states in

writing that he is reqularly engaged in the business of
farming, ranching, or the raising of animals for their hides

or pelts.

{2) RECEIPTS FROM THE SALE OF AN AGRICULTURAL SERVICE

MAY BE DEDUCTED FROM GROSS RECEIPTS IF THE SALE iIS MADE TO A

BUYER ENGAGED 1N THE BUSINESS OF FARMING OR RANCHING QR THE

RAISING OF ANIMALS FOR THEIR HIDES QR PELTS AND WHO STATES

IN WRITING THAT HE IS REGULARLY ENGACED IN THE BUSINESS OF

FARMING OR RANCHING OR THE RAISING OF ANIMALS FOR THEIR

HIDES OR PELTS QR WHO DELIVERS A NONTAXABLE TRANSACTION

CERTIFICATE TO THE PERSON PERFORMING THE  AGRICULTURAL

SERVICE, THE BUYER MAKING THE STATEMENT OR DELIVERING THE

NONTAXABLE TRANSACTION CERTIFICATE SHALL HAVE THE

AGRICULTURAL SERVICE PERFOERMED UPON PROPERTY, REAL OR

PERSONAL, INCLUDING LIVESTOCK AND ANIMALS RAISED FOR THEIR

HIDES OR PELTS, THAT IS AN INTEGRAL PART OF AN AGRICULTURAL

OPERATION,

+2}{3) Receipts of auctioneers from selling livestock
or other agricultural products at auction may be deducted

from gross receipts.

NEW SECTION. Section 39. bpeduction - certain
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chemicals, and reagents, AND SUBSTANCES. (1) The following

may be deducted from gross receipts:
(a) receipts from the sale of chemicais--er--reagents

ANY CHEMICAL, REAGENT, OR OTHER SUBSTANCE to any mining

concern or milling company for-use THAT IS USED OR CONSUMED

in THE processing OF ores or oil in a mill, smelter, er

refinery, OR REDUCTION FACILITY or in acidizing ocil wells;

and

{b) receipts from the sale of chemicals or reagents in
an amount in excess of 18 tons.

{2) Receipts from the sale of explosives, blasting
material, or dynamite may not be deducted from gross
receipts.

NEW SECTION. Section 40. peduction -~ certain uses of
special fuel. (1) Receipts from the sale of special fuel, as
defined in 15-70-301, on which the special fuels tax has
been paid under Title 15, chapter 70, or which is wused in
agriculture or to operate machinery, equipment, or vehicles
used in a trade or business may be deducted from gross
receipts.

(2) Receipts from the sale of special fuel used to
heat buildings for human comfort are not deductible.

NEW SECTION. Section 41. peduction —- sale of certain
services performed directly on praduct MINED OR

manufactured. (1) Receipts Erom sale of the service of
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MINING, combining, or processing components or materials,

INCLUDING MINERALS, may be deducted from gross receipts if

the sale is made to a buyer who is engaged in the business
of MINING OR manufacturing and who delivers a nontaxable
transaction certificate to the seller.

{2) The buyer delivering the nontaxable transaction
certificate shall have the service performed directly upon

tangible personal property, INCLUDING MIMERALS, that he is

in the business o©of MINING OR manufacturing or wupon
ingredients or compcnent parts of such property.

NEW SECTION., Section 42, Deduction —- use of tangible
personal property for leasing. (1) Except as provided in
subsection (2), the value of leased property may be deducted
in computing the use tax due if the person holding the
tangiblie personal property for lease:

{a) is engaged in a business that derives a
substantial portion of its receipts from leasing or selling
property of the type leased;

{b} does not use the property in any manner other than
holding it for lease or sale or leasing or selling it either
by itself or in combination with other tangible personal
property in the ordinary course of business; and

(c) does not use the property in a manner incidental
to the performance of a service.

(2) The deduction provided in subsectien (1) does not
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apply to the value of furniture or appliances furnished by
the landlerd or lessor as part of a leased or rented
dwelling, house, cabin, condominium, or apartment or to the
lease of coin-operated machines or mobile homes.

NEW SECTION. Section 43. Deduction -- sales to
government agencies and Indian tribes. (1) Receipts from a
sale to the United States or any agency or inastrumentality
of the United States or to this state or any political
subdivision of this state may be deducted from gross
receipts.

{2) Receipts from a sale to the governing body of an
Indian tribe for use on a federally recognized Indian

reservation may be deducted from gross receipts.

NEW SECTION. SECTION 44. DEDUCTION -- COMPUTER DATA

BASE SERVICES. {1) RECEIPTS FROM THE SALE OR USE OF

COMPUTER DATA BASE SERVICES MAY BE DEDUCTED FROM GROSS

RECE1PTS.

{(2) FOR THE PURPOSES OF {SECTIONS 1 THROUGH 69 AND

751, "COMPUTER DATA BASE SERVICES" MEANS IDENTIFYING,

COMPILING, ORGANIZ ING, MANIPULATING, OR DELIVERING

INFORMATION ACTUALLY CONTAINED IN OR TO BE CONTAINED IN A

COMPUTER DATA BASE.

(3) RECEIPTS FROM THE SALE OF COMPUTER HARDWARE,

SOFTWARE, SYSTEM DEVELOPMENT, DESIGN, OR INSTALLATION OR THE

SALE OF AN EXISTING COMPUTER DATA BASE (AS QPPOSED TG THE
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SALE OR USE OF A COMPUTER DATA BASE SERVICE) MAY NOT BE

DEDUCTED FROM GROSS RECEIPTS.

NEW SECTION. Section 45. Credit - out-of-state
taxes. (1) If a gross receipts, sales, use, or similar tax
has been levied by another state or a political subdivision
of another state on property bought cutside this state but
which will be used or consumed in this state and the tax was
paid, the amount of tax paid may be credited against any use
tax due this state on the same property.

(2) If the receipts from the sale of improvements to
real property constructed by a person in the ordinary course
of his construction business are subject to the sales tax or
use tax, the amount of tax paid by the person under
subsection {1) on materials that became an ingredient or
component part of the

construction project and on

construction services performed wupon the construction

project may be credited against the sales tax or use tax due
on the sale.

NEW SECTION. Section 46, Seller's permit. Upon an
applicant's compliance with [sections 1 through 68 and 74],
the department shall issue to the applicant a separate,
numbered seller's permit for each place of business within
Montana. AR permit is valid until revoked or suspended but is
not assignable. A permit is valid only for the person in

whose name it is issued and for the transaction of business
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at the place designated. The permit must be conspicuously

displayed at all times at the place for which it is issued.

NEW SECTION. Section 47. PpPernmit application -—
requirements -- place of business -- form, (1) {a) A person
desiring to engage in the business of making retail sales or
providing services in Montana shall file with the department
an application for a permit. If the person has more than one
place of business, an application must be filed for each

place of business.

(i) A vending machine operator who has more than cne -

vending machine locaticn is considered to have coniy one
place of business for purposes of this section.

(il) An applicant who has no regular place of business
and who moves from place to place is considered to have only
one place of business and shall attach the permit to his
cart, stand, truck, or other merchandising device.

(b} Each person or class of persons cbligated to file
a return under [sections 1 through 68 and 74] is required to
file application for a permit,

(2} Each application for a permit must be on a form
prescribed by the department and must set forth the name
under which the applicant intends to transact business, the
location of his place or places of business, and such other
information as the department may reqguire. The application

must be filed by the owner if the owner is a natural person,

—-35- SB 469

(%)

©Q W O ®» N N b

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

SB 0469/02

by a member or partner if the cwner is an associatian or
partnership, or by a person authorized to sign the

application if the owner is a corporation.

NEW SECTION. Section 48. special activities -
permits —-- penalty. (1) The operator of a flea market, craft
show, antique show, coin show, stamp show, comic book show,
convention exhibit area, or similar selling event, as a
prereguisite to renting or leasing space on the premises
owned of controlled by the operator to a person desiring to
engage in or conduct business as a seller, shall obtain
evidence that the seller is the holder of a valid seller's
permit issued pursuant to [section 451 or a written
statement Ffrom the seller that he is not offering for sale
any item that is taxable under [sections 1 through 638 and
741.

{2) "Flea market, craft show, antique show, coin show,
stamp show, comic book show, convention exhibit area, or
similar selling event”, as used in this section, means an
activity that involves a series of sales sufficient in
number, scope, and charackter to constitute a regular course
of business but does not gqualify as an isolated or
occasional sale pursuant to {section 21]}.

{3) An operator who fails or refuses to comply with

the provisions of this section is subject to a penalty,

payable to the department, of $100 per day per seller at
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each selling event at which the operator fails to obtain
evidence that a seller is the holder of a valid seller's
permit issued pursuant to [section 45]}.

NEW SECTION. Section 49. Revocation or suspension af
permit -- hearing -- notice —— appeal. (1) Subject to the
provisions of subsection (2), the department may, for
reasonable cause, revoke or suspend any permit held by a
person who fails to comply with the provisions of [sections
1 through 68 and 74].

{2) {(a) The department shall hold a hearing on the
proposed revocation or suspension after giving the perscn 30
days' notice imn writing, specifying the time and place of
the hearing and the reason for the proposed revocation or
suspension.

{b} The notice must include a requirement that the
person show cause why the permit or permits should not be
revoked or suspended.

{c) The notice must be served perscnally or by
certified mail.

(3) After revocation, the department may not issue a
new permit except upon application accompanied by reasonable
evidence of the intention of the applicant to comply with
the provisions of [sections 1 through 6&B and 74]. The
department may require security in addition te that

authorized by [section S6] in an amount reasonably necessary
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to ensure compliance with {sections 1 through 68 and 74] as
a condition for the issuance of a new permit to such an
applicant.

{4) A person aggrieved by the department's final
decision to revoke a permit as provided in subsection (1)
may appeal the decision to the state tax appeal board within
30 days following the date on which the department issued
its final decision.

(5) A decision of the state tax appeal board may be

appealed to a court of competent jurisdicticn.

NEW SECTION. Section 50. Nontaxable transaction
certificate -— form. (1) The department shall provide for a
uniform nontaxable transaction certificate. In order to
cbtain a deduction under [sections 1 through 68 and 74), a
purchaser shall use the certificate when purchasing goods or
services for resale.

{2) At a minimum, the certificate must provide:

(a) the number of the permit issued to the purchaser
as provided in [section 451];

(b) the general character of property or service sold
by the purchaser in the reqular course of business;

{c) the property or service purchased for resale;

(d) the name and address of the purchaser; and

{e) a signature line for the purchaser.

NEW SECTION. Section 51, Improper use of subject of
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purchase obtained with nontaxable transaction certificate --
penalty. (1) If a purchaser who uBes a nontaxable
transaction certificate utilizes the subject of the purchase
for a purpose other than one allowed as a deduction under
[sections 1 through 68 and 74), the use is considered a
taxable sale by the purchaser as of the time cof first use by
him and the sale price he receives is considered the gross
receipts from the sale. If the scle nonexempt use is rental
while holding for sale, the purchaser shall include in Hhis
gross receipts the amount of the rental charged. Upon
subsequent sale of the property, the seller shall include
the entire amount of gross receipts received from the
resale, without deduction of amounts previously received as
rentals.

{2) A person who uses a certificate for property that
will be utilized for purposes other than the purpose claimed
is subject to a penalty, payable to the department, of $1040
for each transaction in which an improper use of an
exemption certificate has occurred.

{3) Upon a showing cof good cause, the department may

abate or waive the penalty or a portion of the penalty.

NEW SECTION. Section 52. commingling nontaxable
certificate goods. If a purchaser uses a nontaxable
transaction certificate with respect to the purchase of

fungible goods and thereafter commingles these goods with
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fungible goods not 3o purchased but of such similarity that
the identity of the goods in the commingled mass cannot be
determined, sales from the mass of commingled goods are
considered to be sales of the goods purchased with the
certificate wuntil the guantity of commingled goods sold
equals the guantity of goods originally purchased under the
certificate.

NEW SECTION. Section 53. Liability for payment of tax
-- security for retailer without place of business ——
penalty. (1) Liability for the payment of the sales tax and
use tax is not extinguished until the taxes have been paid
to the department,

(2) A retailer who does not maintain a place of
business in this state is liable for the sales tax or use
tax in accordance with [sections 1 through 68 and 74] and
shall furnish adequate security as required in [section 56|
to ensure collection and payment of the taxes. When so
authorized and except as otherwise provided in [sections 1
through 68 and 74)], the retailer is liable for the taxes
upon all tangible property sold that is to be used within
this state in the same manner as a retailer who maintains a
place of business within this state. The permit provided
for in [section 45] may be canceled at any time if the
department considers the security inadequate or believes

that the taxes can be collected more effectively in another
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manner.

(3) Mo agent, canvasser, or employee of a retailer
doing business in this state who is not authorized by permit
from the department may sell, solicit corders for, or deliver
any tangible personal property in Montana. If such an agent,
canvasser, or employee violates the provisions of [sections
1 through 68 and 74], he is subject to a fine of not nore
than $100 for each separate transaction or event.

NEW SECTION. Section 4. commen INTERSTATE AND

INTRASTATE carriers as retailers. A perscn engaged in the
business of intrastate or interstate transportation by-moter
vehiele of tangible personal property or passengers shall
register as a retailer and pay the taxes imposed by
[sections 1 through 68 and 74].

NEW SECTION. Section 55. application for permission
to report on accrual basis. (1) A person who has a pernmit
issued pursuant to [section 45) may apply to the department
for permission to report and pay the sales tax or use tax on
an accrual basis.

(2) The application must be made on a form prescribed
by the department that contains such information as the
department may reguire.

(3) A person may not report or pay the sales tax or
use tax on an accrual basis unless he has received written

permission from the department.
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NEW SECTION. Section B6. Returns —  payment -
authority of department. (1) Except as provided in
subsection (2), on or before the 25th day of each month in
which the tax imposed by [sections 1 through 68 and 74] is
payable, a return, on a form provided by the department, and

payment of the tax, LESS THE VENDOR ALLOWANCE PROVIDED 1IN

SUBSECTION (5), €£or the preceding month must be filed with

the department. Each return must contain a confession of
judgment for the amount of the tax shown due, to the extent
not timely paid. A person making retail sales at two or more
places of business may file a consolidated return, subject
to rules prescribed by the department.

(2) A person who has a tax liability that averages
less than $100 per wmonth and who has been granted the
authority to report and pay the tax imposed by [sections 1
through 68 and 74] on a quarterly basis shall file a return
with payment on or before the 25th day of the month
following the end of the guarter.

{3) (a) For the purposes of the sales tax or use tax,
a return must be filed by:

{i) a retailer required to pay such tax; and

(ii) a person:

(A) purchasing any items the storage, use, or other

consumption of which is subject to the sales tax or use tax;

and
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(B} who has ncot paid the tax to a retailer required to
pay the tax.

{b) Each return must be signed by the person filing
the return or by his agent duly authorized in writing.

(4) (a) A person liable for the taxes imposed by
[sections 1 through 68 and 74) shall keep records, render
statements, make returns, and comply with the provisions of
[sections 1 through 68 and 74} and the rules prescribed by
the department. Each return or statement must include the
information required by the rules of the department.

(b) For the purpose of determining compliiance with the
provisions of this section, the department is authorized to
examine or cause to be examined any books, papers, records,
or memoranda relevant to making a determination of the
amount of tax due, whether the books, papers, records, or
memoranda are the property of or in the possession of the
person filing the return or another person. The department
may also:

(i) require the attendance of a person having
knowledge or information relevant to a return;

(ii) compel the production of books, papers, records,
or memoranda by a person required to attend;

(iii) take testimony on matters material to the
determination; and

(iv) administer caths or affirmations,
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{5) A PERSON FILING A RETURN UNDER THIS SECTION MAY

ANNUALLY DEDUCT FROM THE AMOUNT OF TAX TO BE REMITTED TO THE

STATE AND RETURN AS A VENDER ALLOWANCE 3% OF THE TAX

DETERMINED TO BE PAYABLE TO THE STATE OR §1,200, WHICHEVER

IS LESS.

£5¥(6) The returns due for July, August, and September
of 1990 are due on or before October 25, 1990.

NEW SECTION. Section 57. Security —— limitations --—
sale of security deposit at auction -- bond. (1) The
department may Teguire a retailer to deposit with the
department security in a form and amount the department
determines appropriate. The deposit may not be more than
twice the estimated average 1liability for the period for
which the return is required to be filed or $10,000,
whichever is less. The amount of security may be increased
or decreased by the department, subject to the 1limitations
provided in this section.

(2) (a}) If necessary, the department may sell property
deposited as security at public auction to recover any sales
tax or use tax or amount required to be collected, including
interest and penalties.

(b) Notice of the sale must be served personally or by
certified mail wupon the person who deposited the security,

(¢) After the sale, any surplus above the amount due

and that is not required as security under this section must
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be returned to the person who deposited the security.

{3) 1In lieu of security, the department may require a
retailer to Ffile a bond, issued by a surety company
authorized to transact business in this state, to guarantee
sclvency and responsibility.

(4) 1In addition to the other requirements of this
section, the department may require the corporate officers,
directors, or shareholders of a corporation to provide a
personal guaranty and assumption of liability for the
payment of the tax due under [sections 1 through 68 and 74].

NEW SECTION. Section 58. Extensions. (1) The
department may extend the time for filing a return and
remittance of tax, deficiencies, and penalties for a period
not to exceed 60 days from the date a return was due and may
require both an estimated return at the time fixed for
filing the regularly required return and the payment of tax
on the basis of the estimated return.

{2) If an extension of time for payment has been
granted under this section, interest at the rate provided in
[section 62(2}] is payable from the date on which payment
was First due without extension until the tax is paid.

NEW SECTION. Section 59. Examination of return --
adjustments -- delivery of notices and demands. (1) The
department may examine a return and make an investigation or

examination of the records and accounts of a person making
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the return if the department considers it necessary to
determine the acéuracy af the return.

(2} To determine the accuracy of a return, the
department may examine the records and accounts, using
statistical or other sampling techniques consistent with
generally accepted accounting principles.

(3) If the department determines that the amount of
tax due is different from the amount reported, the amcunt of
tax computed on the basis of the examination conducted
pursuant to subsections (1) and (2} constitutes the tax to
be paid.

(4) If the tax due exceeds the amount of tax reported
as due on the taxpayer's return, the excess must be paid to
the department within 60 days after notice of the amount and
demand for payment is mailed or délivered to the person
making the return. If the amount of the tax found due by the
department is less than that reported as due on the return
and has been paid, the excess must be refunded to the person
making the return in the manner provided in 15-1-503.

{5) The notice and demand provided for in this section
must contain a statement of the computation of the tax and
must be:

(a) sent by mail to the taxpayer at the address given

in his return, if any, or to his last-known address; or

(b) served personally upon the taxpayer.
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NEW SECTION. Section 60. Penalties and interest for
violation. (1) (a) If a person, without purposely or
knowingly wviclating any requirement imposed by (sections 1
through €8 and 74}, fails to file a return and pay the tax
on or before the due date there must be imposed a penalty of
5¢ of any balance of debt unpaid with respect to such a
return as of the date due, but in no event may the penalty
for failure to £file a return by its due date be less than
$5. The department may abate the penalty if the person
establishes that the failure to file on time was due to
reasonable cause and was not due to neglect on his part.

(b) If a person, without purposely or knowingly
violating any reguirement imposed by [sections 1 through &8
and 74], fails to pay a debt on or before its due date,
there must be added to the debt a penalty of 10% of the
debt, but not less than $5, and interest must accrue on the
debt at a rate of 12% per annum for the entire period it
remains unpaid. The department may abate the penalty if the
person establishes that the failure to pay was due to
reasonable cause and was not due to neglect on his part.

(2) If a person purposely or knowingly violates any
requirements imposed by [sections 1 through 68 and 74) by
failing to file a return or to pay a debt, if one is due at
the time, required by or under the provisions of [section

55}, there must be added to the debt an additional amount
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equal to 25% thereof, but not less than $25, and interest at
1% for each month or fraction of a month during which the
debt remains unpaid.,

NEW SECTION. Section B1. Warrants for distraint, If a
tax imposed by [sections 1 through 6B and 74} or any portion
of such tax is not paid when due, the department may issue a
warrant for distraint as provided in Title 15, chapter 1,

part 7.

NEW SECTION. Section 62. Buthority to collect
delinguent taxes. (1) The department shall collect taxes
that are delinquent as determined under {sections 1 through
68 and 74].

{2) To collect delinguent taxes after the time for
appeal has expired, the department may direct the offset of
tax refunds or other funds due the taxpayer from the state,
except wages subject to the provisions of 25-13-614 and
retirement benefits.

(3) As provided 1in 15-1-705, the taxpayer has the
right to a hearing on the tax liability prior to any offset
by the department.

(4) The department may file a claim for state funds on
behalf of the taxpayer if a claim is required before funds
are available for cffset.

(5) The department shall provide the taxpayer with

written notice of the right to request a hearing under the
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contested case procedures of Title 2, chapter 4, on the
matter of the éffset action or the department's intent to
file a claim on behalf of the taxpayer. A written request
for a hearing must be made within 310 days of the date of the
notice, and the hearing must be held within 30 days
following receipt by the department of the written request.

NEW SECTION. Section 63. Penalty for deficiency.
{1) (a) If the payment of a tax deficiency 1is not made
within 60 days after it is due apnd payable and if the
deficiency is due to negligence on the part of the taxpayer
but without fraud, there must be added tc the amount of the
deficiency a penalty of 10% of the tax.

{b) Interest accrues on the unpaid taxes at the rate
of 1% for each month or part thereof during which the taxes
remain unpaid. The interest must be computed from the date
the return and tax were originally due,

{c) 1In no event may the penalty imposed under
subsection {1l}(a) exceed 25% of the total tax due.

(2) If the time for Eiling a return is extended, the
taxpayer shall pay, in addition to the tax due, interest
thereon at the rate of 1% for each month or part thereof
from the date the return was originally required to be filed
to the time of payment,

{3) The department may not assess a penalty until such

time as the penalty equals $10 or more for any one tax
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period or the period covered by any return or statement,

NEW SECTION. Section 64. Limitations. Except in the
case of a person who, with intent to evade the tax,
purposely or knowingly files a false or fraudulent return
violating the provisions of [sections 1 through 68 and 74],
the amount of tax due under any return must be determined by
the department within 5 years after the return was made. The
department is barred from revising a return or recomputing
the tax due thereon, and no proceeding in court for the
collection of the tax may be instituted unless notice of an
additignal tax was provided within the period described in
this section.

NEW SECTION. Section 65. Refunds. A claim for a
refund made for taxes collected under [sections 1 through 68
and 74] must be in accordance with the procedure and time
limits provided in 15-1-503.

NEW SECTION. Section 66. administration -- rules. The
department shall:

{l) administer and enforce the provisions of [sections
1 through 68 and 74];

[2) cause to be prepared and distributed such forms
and information as may be necessary to administer the
provisions of [sections 1 through 68 and 74); and

{3) promulgate such rules as may be appropriate to

administer and enforce the provisions of [sections 1 through
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68 and 74].

NEW SECTION. Section 67. Revocation of corporate
license. (1) If a corporation authorized to do business in
this state and required to pay the taxes imposed under
[sections 1 through 68 and 74] fails to comply with any of
the provisions of [sections 1 through 68 and 74] or any rule
of the department, the department may, for reasonable cause,
certify to the secretary of state a copy of an order finding
that the corporation has failed to comply with specific
statutory provisions or rules.

{2) The secretary of state shall, upon receipt of the
certification, revoke the license authorizing the
corporation to do business in this state and may issue a new
license only when the c¢orporation has obtained from the
department an order finding that the corporation has
complied with its obligations under [sections 1 through 68
and 741},

{3) No order authorized in this section may be made
until the corporation is given an opportunity to be heard
and to show cause at a contested case hearing before the
department why such order should not be made. The
corporation must be given 30 days' notice of the time and
place of the hearing and the reason for the proposed order.

NEW SECTION. Section 68. Tax as debt. (1) The taxes

imposed by [sections 1 through 68 and 74] and related
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interest and penalties become a personal debt of the person
required to file a return from the time the liability
arises, regardless of when the time for payment of such
liability occurs.

{2) 1In the case of an executor or administrator of the
estate of a decedent ar in the case of a fiduciary, the debt
is that of the person in his official or fiduciary capacity
only. However, if he has voluntarily distributed the assets
held in such capacity without reserving sufficient assets to
pay the taxes, interest, and penalties, he is personally
liable for any deficiency.

{3) This section also applies to those corporate
officers, directors, or shareholders required by the
department to personally guarantee the payment cof the taxes
for their corporations.

NEW SECTION. Section 69. Information -
confidentiality -- agreements with another state. (1) (a)
Except as provided in subsections (1})}(b) and (2}, it |is
unlawful for an employee of the department or any other
public official or public employee to divulge or otherwise
make known any information disclosed in a report or return
required to be filed under {[sections 1 through 68 and 74} or
any information concerning the affairs of the person making
the return that is acquired from his records, officers, or

employees in an examination or audit.
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{b} Subsection (1l)({a} does not apply to information
obtained from the taxpayer making the report or return in
connection with a proceeding involving taxes due under
[sections 1 through 68 and 74] or to compliance with the
provisions of subsection (2).

{c} Nothing in this section may be construed to
prohibit the department from publishing statistics if they
are classified in a way that does not disclose the identity
and content of any particular reiurn Or report. A persocn
viplating the provisions of this section is subject to the
penalty provided in 15-30-303 for .violating the
confidentiality of individual income tax information.

{2) (a)} The department may enter into an agreement
with the taxing officials of another state for the
interpretation and administration of the laws of their state
that provide for the collection of sales taxes or use taxes
in order to promote fair and equitable administration of
such laws and to eliminate double taxation.

(b) The department, in order to implement the
provisions of [sections 1 through 68 and 74}, may furnish
information on a reciprocal basis to the taxing officials of
another state or to the taxing cfficials of a municipality
of this state that has a local sales tax oY use tax.

{(3) In order to facilitate processing of returns and

payments of taxes required by [sections 1 through 68 and
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74)], the department may contract with vendors and may
disclose data to the vendors. The data dJdisclosed must be
administered by the vendor in a manner consistent with this

section.

NEW SECTION. Section 70. credit for sales tax and use
tax —— definitions. As used in [sections 69 through 73], the
following definitions apply:

{1} "Claimant" means an individual natural person who
is eligible to file a claim under [section 70].

(2) '"Department" means the department of revenue,

(3) "“Gross household income" means all monetary
benefits of any kind received by each individual member of
the household, without regard to losses of any kind and
without regard to whether the benefits are taxable income
under state or federal income tax laws. Such income
includes but is not limited to the following:

(a) 100% of the gains on all sales;

(b} alimony, child support, or any other type of
maintenance payments;

(¢} cash public assistance and relief (EXCLUDING THE
FACE VALUE OF ALL FOOD STAMPS RECEIVED);

(d) 1life insurance and endowment contracts;
(e) social security and the gross amount of any
pension or annuity {including railroad retirement benefits

and veterans' disability benefits);
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{f) unemployment and workers' compensation benefits;

(g) all tax refunds; and

(h) any monetary benefits defined as income in the
Internal Revenue Code cor by this chapter.

(4) "Household” means an association of persons who
live in the same dwelling, sharing its furnishings,
facilities, accommodations, and expenses. The term does not
include bona fide lessees, tenants, or roomers and boarders

on contract.

NEW SECTIOH. Section 71. Credit for sales tax and use
tax. (1) Except as provided in subsection {2), there |is
allowed a credit against tax liability for each resident who
files an individual Montana income tax return under this
chapter as provided in subsection (3). The credit may be
claimed even though the resident has no taxable income under
Title 15, chapter 30.

{2) A claim for the tax credit provided in this
section may not be filed by a resident who:

{a) 1is an inmate of a public institution for more than
6 months during the tax year for which the tax credit is
claimed; or

(b)y is not physically present in Montana for at least
6 months during the tax year for which the tax credit is
claimed.

{3) For each exemption claimed under 15-30-112(2} and
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(5}, a credit is allowed acecordifng—-to—-the-—-follewing
schedules

Gross—Househoid-income €redit-per-Exemption

§-——-- 9----327999 gio0
~3376088---347990 ~-58
~3578008---157999 --25
-7287000-or-more- et ]

IN THE AMOUNT OF $90 PER EXEMPTION, PROVIDED THAT GROSS

HOUSEHOLD INCOME IS LESS THAN $13,000.

{4) If the amount of credit allowed in this section
exceeds the amount of tax liability under this chapter by $1
or more, the department shall refund the amount in excess.
If the excess is less than $1, the department may not make a

refund.

NEW SECTION. Section 72. credit for sales tax and use
tax -- filing date -- extension. (1) Except as provided in
subsection (2), a «claim for a credit must be submitted at
the same time the claimant's individual income tax return is
due. Por an individual not required to £file a tax return, a
claim for relief must be submitted on or before April 15 of
the year following the year for which relief is sought. 1In
submitting a claim for the credit, the taxpayer shall
provide the sccial security number for each person claimed
as an exemption, except dependent children under 2 years of

age, for which the credit is claimed.
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(2) The department may grant a reasonable extension
for filing a claim whenever in its judgment good cause
exists. The department shall keep a record of each extension
and the reason for granting the extension.

(3) In the event that an individual who would have a
claim under [sections 69 through 73] dies before filing the
claim, the personal representative of the estate of the
decedent may file the claim.

NEW SECTION. Section 73. Examination of credit claiams
—— adjustments —— delivery of notices and demands. (1) The
department may examine a claim for credit and may make an
investigation of the records and accounts of a person making
the claim if the department considers it necessary to
determine the accuracy of the claim.

(2) If the department determines that the amount of
the credit due is different from the amount reported, the
amount of credit computed on the basis of the examination
conducted pursuant to subsection (1) constitutes the amount
of credit due.

{3) If the credit due is less than the amount claimed
as due by the claimant, the excess must be paid to the
department within 60 days after notice of the amount and
demand for payment is mailed to the person making the claim.

(4) The notice and demand provided for in this section

must contain a statement of the computation of the credit
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and must be:

{a) sent to the claimant at the address given on his
claim, if any, or to his last-known address; or

{b) served personally upon the taxpayer,

NEW SECTION. Section 74, Penalties for vioclation. (1)
If a person, without purposely or knowingly violating the
provisions of [sections 70 and 71), claims credits for which
he is not entitled, there must be added a penalty of 10% of
the amount of excess, but in no case may the penalty be less
than §5. Interest in the amount of 12% per annum must be
added to the penalty on the amount of excess until the debt
is satisfied.

{2) If a claimant, purposely or knowingly violates the
provisions of [sections 70 and 71], future claims for
credits may be denied by the department.

NEW SECTION. Section 75. Sales tax and use tax
account. (1) There is within the state special revenue fund
a sales tax and use tax account.

{2) All money collected under [sections 1 through &8
and 74] must be paid by the department into the sales tax
and use tax account.

{3) There must be retained in the sales tax and use
tax account the amounts necessary under [sections 1 through
75] to repay overpayments, pay any erroneous receipts

illegally assessed or collected or that are excessive in
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amount, and pay any other refunds otherwise reguired.

NEW SECTION. $Section 76. Dpisposition of sales tax and
use tax revenue —— legislative appropriation. (1) Sales tax
and use tax revenue is allocated as follows:

{a) the amount determined under [section 76(3)] to
provide property tax replacement revenue for each taxing
jurisdiction;

{B}) THE TOTAL AMOQUNT CLAIMED UNDER [SECTION 72], WHICH

AMOUNT MUST BE FURTHER ALLOCATED 1IN THE SAME MANNER AS

INCOME TAX REVENUE IS ALLCCATED UNDER 15-1-501(2);:

¢b}{C) the amount of sales tax and use tax revenue
remaining after the aitecation ALLOCATIONS in subsection
SUBSECTIONS (1)(a) AND (1)(B) is distributed as follows:

(i) 53% 52% to state equalization aid as provided in
20-9-343;

(ii) 5% 13% to the state special revenue fund for the
support., maintenance, and improvement of the Montana
university system, vocational-technical centers, and
community college districts, subject to the board of
regents’ supervision, as provided in [section 107]); and

(iii) #¥% 5% to the local government block grant
account in the state special revenue fund as provided in
{section 140]; and

te¥(D) the remainder to the state general fund.

(2) This section provides for the disposition of sales
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tax and use tax revenue. No allocations may be made from the
sales tax and use tax account until appropriated by the

legislature.

NEW SECTION. Section 77. Property tax replacement
revenue. (1) For the taxable year beginning January 1, 1989,
the department of revenue shall determine for each taxing
jurisdiction in each county the taxable value of all
property in the following categories, calculated at the
taxable rate in effect on January 1, 1989:

{a) class four through class ten;

{b) class twelve; and

{c) class fourteen through class mnineteen.

(2) For the taxable year beginning January 1, 1990,
the department shall determine for each taxing jurisdiction
in each county the taxable value of all property in the
following categories:

(a) class four and class five;

(b) class fifteen; and

(¢) class seventeen.

(3} For each taxing jurisdiction in each county. the
department shall:

{a) subtract the taxable value for the taxable year
beginning January 1, 1990, as described under subsection
(2), £from the taxable value for the taxable year beginning

January 1, 1989, as described under subsecticn (1);
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{b) multiply the amount resulting from the subtraction
by the certified state and local mill levies for 1990; and

{e) distribute &to each county and the appropriate
state accounts, beginning in 1990 and each year thereafter,
the amount resulting from the calculations made in
subsections (3)(a) and (3){b) in two installments for each
taxing jurisdiction, for distribution on ar before November
30 and May 31 in each fiscal year.

{4) On or before May 31, 1990, the department shall
remit to the county treasurer of each county 30% of the
reimbursement amount computed by the department. The
department shall base the reimbursement on the reduction in
personal property tax revenues due to the reduction in
personal property tax rates for class five property as
provided in 15-6-~135 and agricultural exemptions as provided
in 15-6-207. The reimbursement revenue must be based on the
county's taxable wvalue and mill levies for taxable year
1989,

{5) Upon receipt of the funds distributed according to
this section, the county treasurer shall distribute the
funds for county, school district, municipal, CONSERVATION
DISTRICT, and special district purposes in the same manner
as property taxes are distributedr but ignering SHALL
DISREGARD state property tax levies.

(6) FOR THE PURPOSES OF 15-10-412(7), PROPERTY TAX
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REPLACEMENT REVENUE RECEIVED BY A TAXING JURISDICTION UNDER

THIS SECTION IS CONSIDERED TO BE REVENUE TFROM _PROPERTY

TAXES.

Section 78. sSection 7-1-2111, MCA, is amended to read:

*9-1-2111. Classification of counties. (1) For the
purpose of requlating the compensation and salaries of all
county officers, not otherwise provided for, and for fixing
the penalties of officers’' bonds, the several counties of
this state shall be classified according to that percentage
of the true and full valuation of the property therein upon
which the tax levy is made, except for vehicles subject to
taxation under 61-3-504(2), as follows:

(a) £irst class--all counties having such a taxable
valuation of $50 million or owver;

{b) second class--all counties having such a taxable
valuation of more than §30 million and less than §50
million;

{c) third c¢lass--all counties having such a taxable
valuation of more than $20 million and 1less than $30
million;

{d} fourth class--all counties having such a taxable
valuation of more than $15 million and less than §20
million;

(e) fifth class--all counties having such a taxable

valuation of more than $10 million and less than $15
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million;

(f) sixth class--all counties having such a taxable
valuation of more than $5 million and less than $10 miilion;

{g} seventh class--all counties having such a taxable
valuation of less than $5 million.

{2) As wused in this section, taxable valuation means
the taxable value of taxable property in the county as of
the time of determination plus:

{a} that portion of the taxable value of the county on
December 31, 1981, attributable to automobiles and trucks
having a rated capacity of three-quarters of a ton or less;

{b) the amount of interim production and new
production taxes levied, as provided in 15-23-607, divided
by the appropriate tax rates described in 15-23-607({2)(a) or
(2)(b) and multiplied by 60%; and

{c} the amount of value represented by new production
exempted from tax as provided in 15-23-612; and

{d) 12.9% of the total taxable value of the county on
December 31, 1990.*

Section 79. section 7-3-1321, MCA, is amended to read:
"7-3-1321. Authorization to incur indebtedness --
limitation. (1) The consclidated municipality may borrow
money or issue bonds for any municipal purpose to the extent
and in the manner provided by the constitution and laws of

Montana for the borrowing of money or issuing of bonds by
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counties and cities and towns.

{2) The municipality may not become indebted in any
manner or for any purpose to an amount, including existing
indebtedness, in the aggregate exceeding 28% 32% of the
taxable wvalue of the taxable property therein, as
ascertained by the 1last assessment for state and county
taxes prior to incurring such indebtedness. All warrants,
bonds, or obligations in excess of such amount given by or

on behalf of the municipality shall be wvoid."

Section B0. Section 7-6-2211, MCA, is amended to read:

"7-6-2211. Authorization tc conduct county business on
a cash basis. {1) In case the total indebtedness of a
county, lawful when incurred, exceeds the limit of 23% 26%
established in 7-7-2101 by reason of great diminution of
taxable value, the county may conduct its business affairs
on a cash basis and pay the reasonable and necessary current
expenses of the county out of the cash in the county
treasury derived from its current revenue and under such
restrictions and regulations as may be imposed by the board
of county commissioners of the county by a resolution duly
adopted and included in the minutes of the board.

{(2) Nothing in this section restricts the right of the
board to make the necessary tax levies Ffor interest and
sinking fund purposes, and nothing in this section affects

the right of any creditor of the county to pursue any remedy
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now given him by law to obtain payment of his claim."

Section B1. section 7-6-4121, MCA, is amended to read:

"7-6-4121, Authorization to conduct municipal business
on a cash basis. (1) In case the total indebtedness of a
city or town has reached 7% 19% of the total taxable value
of the property of the city or town subject to taxation, as
ascertained by the last assessment for state and county
taxes, the city or town may conduct its affairs and business
on a cash basis as provided by subsection (2).

{2) (a) Whenever a city or town 1is conducting its
business affairs on a cash basis, the reasonable and
necessary current expenses of the city or town may be paid
out of the cash in the city or town treasury and derived
from its current revenues, under such restrictions and
regulations as the c¢ity or town council may by ordinance
prescribe.

(b)) In the event that payment is made in advance, the
city or town may reqguire a cash deposit as collateral
security and indemnity, equal in amount to such payment, and
may hold the same as a special deposit with the city
treasurer or town clerk, in package form, as a pledge for
the fulfillment and performance of the contract or
obligation for which the advance is made.

{(c) Before the payment of the current expenses

mentioned above, the city or town council shall first set
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apart sufficient money to pay the interest upon its legal,
valid, and cutstanding bonded indebtedness and any sinking
funds therein provided for and shall be authorized to pay
all valid claims against funds raised by tax especially
authorized by law for the purpose of paying such claims."
Section B2, section 7-6-4254, MCA, is amended to read:
"7-6-4254. Limitation oan amount of emergency budgets
and appropriations. (1) The total of all emergency budgets
and appropriations made therein in any one year and to be
paid from any city fund may not exceed 38% 43% of the total
amount which ecould be produced for such city Fund by a
maximum levy authorized by law to be made for such fund, as
shown by the last completed assessment roll of the county.
{2) The term "taxahle property”, as used herein, means
the percentage of the wvalue at which such property is
assessed and which petrcentage is used for the purposes of
computing taxes and does not mean the assessed value of such
property as the same appears on the assessment roll."
Section 83. section 7-7-107, MCA, is amended to read:
"7-7-107. Limitation on  amount of bonds for
city—county congolidated units. (1) Except as provided in
7-7-108, no city-county consclidated local government may
issue bonds for any purpose which, with all outstanding
indebtedness, may exceed 33% 44% of the taxable value of the

property therein subject to taxation as ascertained by the
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last assesament for state and county taxes.

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

Section 84. section 7-7-108, MCA, is amended to read:

%7-7-108. Authorization Ffor additional indebtedness
for water or sewer systems. (1) For the purpose of
constructing a sewer system or procuring a water supply or
constructing or acquiring a water system for a city-county
consclidated government which shall own and control such
water supply and water system and devote the revenues
therefrom to the payment of the debt, a city-county
consolidated government may incur an additicnal indebtedness
by borrowing money or issuing bonds.

(2} The additional indebtedness which may be incurred
by borrowing money or issuing bonds for the construction of
a sewer system or for the procurement of a water supply or
for both such purposes may not in the aggregate exceed 10%
over and above the 39% 44% referred to in 7-7-107 of the
taxable value of the property therein Suﬁject to taxation as
ascertained by the last assessment for state and county

taxes.”
Section B5. Section 7-7-2101, HKCA, is amended to read:

*7-7-2101. Limitation on amount of county
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indebtedness. (1) No county may become indebted in any
manner or Ffor any purpese to an amount, including existing
indebtedness, in the aggregate exceeding 23% 26% of the
tetal of the taxable value of the property therein 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 195-23-612, as ascertained
by the last assessment for state and county taxes previcus
to the incurring of such indebtedness.

(2) No county may incur indebtedness or liability for
any single purpose to an amount exceeding §$500,000 without
the approval of a majority of the electors thereof voting at
an election to be provided by law, except as provided in
7-21-3413 and 7-21-3414.

{3) Nothing in this section shall apply to the
acquisition of conservation easements as set forth in Title

76, chapter 6."
Section 86. 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 schcoel bonds and emergency
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bonds, will exceed *¥:25% 12.5% of the total of the taxable
value of the property therein, plus the amount of interim
preduction 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% 31% 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 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% 14% of
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the taxable value of the property in the county subject to
taxation.

(4) The 1limitation in subsection (1) shall not apply
to refunding bonds issued for the purpese of paying or
tetiring county bonds lawfully issued prior to January 1,
1932,

Section 87. 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
purpose in an amount which with all outstanding and unpaid
indebtedness will exceed 28% 32% 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."

Section B8. section 7-7-4202, MCA, is amended to read:

"7-7-4202. Special provisicons relating to water and
sewer systems. (1) Notwithstanding the provisions of
7-7-4201, for the purpose of constructing a sewer system,
procuring a water supply, or constructing or acquiring a
water system for a city or town which owns and controls the

water supply and water system and devotes the revenues
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therefrom to the payment of the debt, a city or town may
incur an additional indebtedness by borrowing money or
issuing bonds.

(2} The additional total indebtedness that may be
incurred by borrowing money or issuing bonds for the
construction of a sewer system, for the procurement of a
water supply, or for both such purposes, including all
indebtedness theretofore contracted which is unpaid or
ocutstanding, may not in the aggregate exceed 55% over and
above the 28% 32%, referred to in 7-7-4201, of the taxable
value of the property therein subject to taxation as
ascertained by the last assessment for state and county

taxes.”

Section 89, section 7-13-4103, MCA, is amended to
read:

"7-13-4103. Limitation on indebtedness for acquisition
of natural gas system. The total amount of indebtedness
authorized to be contracted in any form, including the
then-existing indebtedness, must not at any time exceed 7%
lggA of the total taxable value of the property of the city
or town subject to taxation as ascertained by the last
assessment for state and county taxes."

Section 90. sSection 7-14-236, MCA, is amended to read:

"7-14-236. Limitation on bonded indebtedness. The

amount of bonds issued to provide funds for the district and
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outstanding at any time shall not exceed 28% 32% of the
taxable wvalue of taxable property therein as ascertained by
the last assessment for state and county taxes previous to
the issuance of such bonds.”

Section 91. Ssection 7-14-2524, MCA, is amended to
read:

*7-14-2524. Limitation on amount of bonds issued --
excess void. (1) Except as otherwise provided hereafter and
in 7-7-2203 and 7-7-2204, no county shall issue bouds which,
with all outstanding bonds and warrants except county high
school bonds and emergency bonds, will exceed %<25% 12.5%
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 15-23-612. The taxable property and the
amount of interim production and new production taxes levied
shall be ascertained by the last assessment for state and
county taxes prior to the issuance of such bonds.

{2} A county may issue bonds which, with all
outstanding haonds and warrants except county high school
bonds, will exceed #i+25% 12.5% but will not exceed 2275%
25.5% of the total of the taxable value of such property,

plus the amount of interim production and new production
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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 for the purpose
of replacing, rebuilding, or repairing county buildings,
bridges, or highways which have. been destroyed or damaged by
an act of God, disaster, catastrophe, or accident.

(3) The value of the bonds issued and all other
outstanding indebtedness of the county, except county high
school bonds, shall not exceed #2v5% 25.5% of the total of
the taxable wvalue of the property within the county, 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, as ascertained by the last
preceding general assessment.”

Section 92. section 7-14-2525, MCA, is amended to
read:

=7-14-2525. Refunding agreements and refunding bonds
authorized. (1) Whenever the total indebtedness of a county
exceeds 22-5% 25.5% 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 déscribed in 15-23-607(2){a) or {(2)(b) and multiplied
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by 60%, plus the amount of value represented by new
production exempted from tax as provided im 15-23-612, and
the board determines that the county is unable to pay such
indebtedness in full, the board may:

(a) negotiate with the bondholders for an agreement
whereby the bondholders agree to accept less than the full
amount of the bonds and the accrued unpaid interest thereon
in satisfaction thereof;

{b) enter into such agreement;

{c) issue refunding bonds for the amount agreed upon.

{Z2) These bonds may be issued in more than one series,
and each series may be either amortization or serial bonds.

{3) The plan agreed upon between the board and the

bondholders shall be embodied in full in the resolution

providing for the issue of the bonds."

Section 93. section 7-14-4402, MCA, is amended to

read:

"7—-14-4402. Limit on indebtedness to provide bus
service. The total amount of indebtedness authorized under
7-14-4401(1) to be contracted in any form, including the
then-existing indebtedness, may not at any time exceed 28%
32% of the total taxable value of the property of the city
or town subject to taxation as ascertained by the last

assessment for state and county taxes. No money may be

borrowed or bonds issued for the purposes specified in
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7-14-4401(1}) until the proposition has been submitted to the
vote of the taxpayers of the city or town and the majority
vote cast in its favor.”

Section 94. Section 7-16-2327, MCA, is amended to
read:

*7-16-2327. Indebtedness for park purposes. (1)
Subject to the provisions of subsection (2), a county park
board, in addition to powers and duties now given under law,
shall have the power and duty to contract an indebtedness in
behalf of a county, upon the credit thereof, for the
purposes of 7-16-2321(1) and (2).

{2) (a) The total amount of indebtedness authorized to
be contracted in any £form, including the then-existing
indebtedness, must not at any time exceed 3% 15% of the
total of the taxable value of the taxable property in the
county, 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, ascertained by
the last assessment for state and county taxes previous to
the incurring of such indebtedness.

(b) No money may be borrowed on bonds issued for the
purchase of lands and improving same for any such purpose

until the proposition has been submitted to the vote of
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those qualified wunder the provisions of the state
constitution to vote at such election in the county affected
thereby and a majority vote is cast in favor thereof."

Section 95. section 7-16-4104, MCA, is amended to
read:

"7-16-4104. Authorization for municipal indebtedness
for various cultural, social, and recreational purposes. (1)
A city or town council or commission may contract an
indebtedness on behalf of the ¢ity or town, upon the credit
thereof, by borrowing money or issuing bonds:

ta}) for the purpose of purchasing and improving lands
For public parks and grounds;

(b) for procuring by purchase, construction, or
otherwise swimming pools, athletic fields, skating rinks,
playgrounds, museums, a golf course, & site and building for
a civic center, a youth center, or combination thereof; and

{c) for furnishing and equipping the same.

{2) The total amount of indebtedness authorized to be
contracted in any form, including the then-existing
indebtedness, may not at any time exceed 3675% 19% of the
taxable value of the taxable property of the city or town as
ascertained by the last assessment for state and county
taxes previoqs to the incurring of such indebtedness. No

money may be barrowed on bonds issued for the purchase of

lands and improving the same for any such purpose until the
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proposition has been submitted to the vote of the qualified
electors of the c¢ity or town and a majority vote is cast in
favor thereof."

Section 96. Section 7-31-106, MCA, is amended to read:

¥7-31-106. Authorization for county to issue bonds —
election required. (1) If the petition is presented to the
board of county commissioners, it shall be the duty of the
board, for the purpose of raising money to meet the payments
under the terms and conditions of said conkract and other
necessary and proper expenses in and about the same and for
the approval or disapproval thereof:

{a) to ascertain, within 30 days after submission of
the petition, the existing indebtedness of the county in the
aggregate; and

{b}) to submit, within 60 days after ascertaining the
same, to the electors of such county the proposition to
approve or disapprove the contract and the issuance of bonds
necessary to carry out the same,

{2) The amount of the bonds authorized by this section
may not exceed 2275% 25% of the taxable value of the taxable
property therein, inclusive of the existing indebtedness
thereof, to be ascertained by the last assessment for state
and county taxes previous to the issuance of said bonds and

incurring of said indebtedness."

Section 97. Section 7-31-107, MCA, is amended to read:
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"7-31-107. Authorization for municipality to issue
bonds -— election required. (1) IF said petition is
presented to the council of any incorporated city or town,
the council, for the purpose of raising money to meet the
payments under the terms and conditions of said contract and
other necessary and proper expenses in and about the same
and for the approval or disapproval thereof:

(a) shall ascertain, within 30 days after submission
of the petition, the aggregate indebtedness of such city or
town; and

(b) shall submit, within 60 days after ascertaining
the same, to the electors of such c¢ity or town the
proposition to approve or disapprove said contract and the
isguance of bonds necessary to carry cut the same.

{2) The amount of the bonds authorized by this section
may not exceed 16:5% 19% of the taxable value of the taxable
property therein, inclusive of the existing indebtedness
therecf, to be ascertained in the manner provided in this
parkt."” .

Section 98. section 7-34-2131, MCA, is amended to
read:

"7-34-2131. Hospital district bonds authcrized. {1}y A
hospital district may borrow money by the issuance of its
bonds to provide funds for payment of part or all of the

cost of acquisition, Eurnishing, equipment, improvement,
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extension, and betterment of hospital Ffacilities and to
provide an adeqguate working capital for a new hospital.

{2) The amount of bonds issued for such purpose and
ocutstanding at any time may not exceed 22:5% 25.5% of the
taxable value of the property therein as ascertained by the
last assessment for state and county taxes previous to the
issuance of such bonds.

{3} Such bonds shall be authorized, sold, and issued
and provisions made for their payment in the manner and
subject to the conditions and limitations prescribed for
bonds of school districts by Title 20, chapter 9, part 4.

{4) Nothing herein shall be ccnstrued to preclude the
provisions of Title 50, chapter &, part 1, allowing the
state to apply for and accept federal funds."

Section 99. 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, including all
indebtedness represented by outstanding bonds of previous
issues and registered warrants, is 45% 51% of the taxable
value of the property subject to taxation as ascertained by
the 1last completed assessment for state, county, and school
taxes previous to the incurring of such indebtedness. The

45% 51% maximum, however, may not pertain to indebtedness

imposed by special improvement district obligations or
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assessments against the school district. All bonds issued in
excess of such amount shall be null and void, except as
provided in this sectioen.

{2) When the total indebtedness of a school district
has reached the 45% 51% 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 lissued 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.”

Section 100. section 20-9-407, MCA, is amended to
read:

"20-9-407. Industrial facility agreement for bond
issue in excess of maximum. (1} In a school district within
which a new major industrial facility which seeks to gqualify
for taxation as class five property under 15-6-135 is being
constructed or is about to be constructed, the school
district may require, as a ﬁrecondition of the new major
industrial facility qualifying as class five property, that
the owners of the proposed industrial facility enter into an

agreement with the school district concerning the issuing of
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bonds in excess of the 45% 51% limitation prescribed in
20-9-406. OUnder such an agreement, the school district may,
with the approval of the voters, issue bonds which exceed
the limitation prescribed in this section by a maximum of
45% 513 of the estimated taxable value of the property of
the new major industrial facility subject to taxation when
completed. The estimated taxable value of the property of
the new major industrial facility subject to taxation shall
be computed by the department of revenue when requested to
do so by a resolution of the board of trustees of the school
district. A copy of the department's statement of estimated
taxable value shall be printed on each ballot used to wote
on a bond issue proposed under this section.

(2) Pursuant to the agreement between the new major
industrial facility and the school district and as a
precondition to qualifying as class five property, the new
major industrial facility and its owners shall pay, in
addition to the taxes imposed by the school district on
property owners generally, so much of the principal and
interest on the bonds provided for under this section as
represents payment on an indebtedness in excess of the
limitation prescribed in 20-9-406. After the completion of
the new major industrial facility and when the indebtedness
of the school district no longer exceeds the limitation

prescribed in this section, the new major industrial
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facility shall be entitled, after all the current
indebtedness of the school district has been paid, to a tax
credit over a pericd of nc more than 20 years. The credit
shall as a total amount be equal to the amount which the
facility paid the principal and interest of the school
district's bonds in excess of its general liability as a
taxpayer within the district.

(3) A major industrial facility is a facility subject
to the taxing power of the school district, whose
construction or operation will increase the population of
the district, imposing a significant burden upon the
resources of the district and requiring construction of new
school facilities. A significant burden is an increase in

ANB of at least 20% in a single year."

Section 101. Section 15-1-101, MCA, is amended to
read:

"15-1-101. Definitions. (1) Except as otherwise
specifically provided, when terms mentioned in this section
are used in connection with taxation, they are defined in
the following manner:

{(a) The term "agricultural" refers to the raising of
livestock, poultry, bees, and other species of domestic
animals and wildlife in domestication or a captive

environment, and the raising of field crops, f£fruit, and

other animal and vegetable matter for food or fiber.
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{b} The term "assessed value®™ means the value of
property as defined in 15-8-111.

{c) The term "average wholesale value” means the value
to a dealer prior to reconditioning and profit margin shown
in national appraisal quides and manuals or the waluation
schedules of the department of revenue.

(d) (i) The term "commercial", when used to describe
property, means any property used or owned by a business, a
trade, or a nonprofit corporation as defined in 35-2-102 or
used for the production of income, except that property
described in subsection (ii).

(ii) The following types of property are not
commercials

(A) agricultural lands and timberlands;

tBy--timbertandss

t€3(B) single-family residences and ancillary
improvements and improvements necessary to the function of a
bona fide farm, ranch, or stock operation;
tb3{C) mcbile homes used exclusively as a residence
except when held by a distributor or dealer of trailers or
mobile homes as his stock in trade; and
tBy{D} all property described in 15-6-135(1)(h).7
tP}--atl-property-described-in-15-6-136+-and
£683--ati-property-described-in-15-6-146=

(e) The term "comparable property" means property that
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has similar use, function, and utility; that is influenced
by the same set of economic trends and physical,
governmental, and social factors; and that has the potential
of a similar highest and best use.

{£) The term "credit"™ means solvent debts, secured or
unsecured, owing to a person.

(g} The term “improvements" includes all buildings,
structures, fences, and improvements situated upon, erected
upcn, or affixed to land. When the department of revenue or
its agent determines that the permanency of laocation of a
mobile home or housetrailer has been established, the mchile
home or housetrailer is presumed to be an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently located only when it is
attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed.

thy The term *leasehold improvements"” means
improvements to mobile homes and mobile homes located on
land owned by another person. This property is assessed
under the appropriate classification and the taxes are due
and payable in two payments as provided in 15-24-202.
Delinquent taxes on such leasehold improvements are a lien
only on such leasehold improvements.

{i} The term "livestock" means cattle, sheep, swine,

goats, horses, mules, and asses.
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{j) The term "mobile home" means forms of housing
known as “trailers®, "housetrailers", or "trailer coaches"
exceeding 8 feet in width or 45 feet in length, designed to
be moved from one place to another by an independent power
connected.to them, or any “trailer", "housetrailer", or
werailer coach® up to 8 feet in width or 45 feet in length
used as a principal residence.

(k) The term "personal property" includes everything
that is the subject of ownership but that is not included
within the meaning of the terms "real estate"” and
"improvements”.

{1} The term "poultry® includes all chickens, turkeys,
geese, ducks, and other birds raised in domestication to
produce food or feathers.

(m) The term “property" includes moneys, credits,
ponds, stocks, franchises, and all other matters and things,
real, perscnal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and has been taxed.

(n) The term "real estate” includes:

(i) the possession of, claim to, ownership of, or
right to the possession of land;

{ii) all mines, minerals, and guarries in and under the
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land subject to the provisions of 15-23-501 and Title 15,

chapter 23, part B; all timber belonging to individuals or

corporations growing or being on the lands of the United

States; and all rights and privileges appertaining thereto.

{o) "Research and development firm" means an entity
incorporated under the laws of this state or a foreign

corporation authorized to do business in this state whose

principal purpose 1is to engage in theoretical analysis,
exploration, and experimentation and the extensicn of
investigative findings and thecories of a scientific and
technical nature into ppactical application for experimental
and demonstration purposes, including the experimental

production and testing of models, devices, equipment,

materials, and processes.
{p) The term "taxable value" means the percentage of
market or assessed value as provided for in 15-6-131 through

15-6-14% 15-6-135, 15-6-141, 15-6-145, and 15-6-147.

(gq) The term "weighted mean assessment ratio" means
the total of the assessed values divided by the total of the
selling prices of all area sales in the stratum.

{2) The phrase "municipal corporation” or
"municipality" or “taxing unit® shall be deemed to include a
county, city, incorporated town, township, school district,
irrigation district, drainage district, or any person,

persons, or organized body authorized by law to establish
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tax levies for the purpose of raising public revenue.

{3) The term "state board" or "board* when used
without other qualification shall mean the state tax appeal
board.”

Section 102. section 15-6-133, MCA, is amended to
read:

*15-6-133. Class three property -— description -~
taxable percentage. (1) Class three property includes:

{(a) agricultural land as defined in 15-7-202v; and

{b) timberland. For the purpose of this section,

"timberland” means contiguous land that exceeds 15 acres in

one ownership and that is capable of producing timber that

can be harvested in commercial quantity.

{2) Class three property is taxed abt the-taxabie
percentage-rate-"P% 30% of its productive capacity.
$31-—-Entit-Fuiy-r;-19865;-the-—taxablie--percentage——rate
Lpu-far-ctass-three-property-is-30%<
t4¥--Prior-—to——duly-1;-19867;-the-department-ocf-revenue
shati-determine-the—taxable-percentage-rate——'Pl—applicabie
to--elass-three-property-for-the-revaination-cycte-beginning
Fannary-7-19867-as-followss
tay-—-Fhe-director-of-the-depariment-—of--revenue-—shatl
certify--to-the-governor-before-duty-17-19867-the-percentage
by-which-the-appraised-vatue-af-atx-property-~in-~the--state

classified--under--claas--three--as——sf-Janvary-7-1%867-has
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tncreased-due-to-the-reveiuation-conducted--under--15-7-131=
Phis---fiqure---is——-the-—-Ycertified--statewide--percentage
inereased;
tby--Phe-taxable-vatue-of-property-itn--ctass--threa-——is
determined-—-as---a--function--cf--the--certified--statewide
percentage—inerease--in--accordance—-with——the——tabie--shown
betows
tey——-Phis---table--iimita--the--statewide~~increase--in
taxabie-vatuation——resutting--frem--reappraisat--to——0%:-—in
caicutating--the-percentage—insreasey-the-department-may-not
consider-agricnitural-use-changes-doring-catendar-year-1985+
tdy--The--taxabie--percentage--mast-—-be--caltcutated—-by
interpotatian--te--coineitde—-with--the-—nearsst-wholte—number
certified-statewide-perceantage-increase-from-—-the—-£fottowrng
tabie:
€ertified-Statewide Etans-Fhree-Faxabie

Percentage-increase Percentage-Hp4

-8 38-00
EL: 23727
28 25500
34 23:08
49 243
59 206-00

¢5)--After--dnky--17-19867-no-adjustment-may-be-made-by

the-department-to-the-taxable-percentage-rate——Up*——until-—-pn
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revaiuation-has-been-made-as-provided-in-i5-F-11i:"

Section 103, Section 15-6-134, MCA, is amended to
read:

"15-6-134. Class four property -- description -
taxable percentage. (1) Class four property includes:

(a) all land except that specifically included in
another class;

{b} all improvements except those specifically
included in another ciass;

{c) the €first $B0,000 or less of the market value of
any improvement on real property and appurtenant land not
exceeding 5 acres owned or under coatract for deed and
actually occupied for at least 10 months a year as the
primary residential dwelling of any person whose total
income from all sources including otherwise tax-exempt
income of all types is not more than $10,000 for a single
person or $12,000 for a married couple, as adjusted
according to subsection (2){(b)(ii):

{d) all golf courses, including land and improvements
actually and necessarily used for that purpose, that coasist
of at least 9 holes and not less than 3,000 lineal yards.

(2) Class four property is taxed as follows:

{a) Except as provided in 15-24-1402 or 15-24-1501,
property described in subsections (1l}(a) and ({1)(b) is taxed

at 3-86% 3.5% of its market value.

v
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{b) (i) Property described in subsection (1l)(c) is
taxed at 3Iv06% 31,5% of its market wvalue multiplied by a
percentage figure based on income and determined from the

following table:

Income Income Percentage

Single Person Married Couple Multiplier
s 0 - % 1,000 $ 0 - $§ 1,200 0%
1,001 - 2,000 1,201 - 2,400 10%
2,001 ~ 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,200 50%
6,001 - 7,000 7,201 - 8,400 60%
7,001 - 8,000 8,401 - 9,600 70%
8,001 - 9,000 9,601 -~ 10,800 B0%
9,001 - 10,000 10,801 - 12,000 90%

{ii) The income levels contained in the table in
subsection (2)(b){i) must be adjusted for inflation annually
by the department of revenue. The adjustment to the income
levels is determined by:

(A) multiplying the appropriate dollar amount from the
table in subsection (2){b){i) by the ratio of the PCE for
the second guarter of the year prior to the vyear of
application to the PCE for the second gquarter of 1986; and

(B) rounding the product thus obtained to the nearest
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whale dollar amount.

{iil) "PCE"™ means the implicit price deflator for
personal consumption expenditures as published quarterly in
the Survey of Current Business by the bureau of economic
analysis of the U.3. department of commerce.

(c) Property described in subsection (1)(d) is taxed
at one-haif two-thirds the taxable percentage rate
established in subsection (2){a).

(3} After July 1, 1986, no adjustment may be made by
the department to the taxable percentage rate for class four
property until a revaluation has been wmade as provided in
15-7-111.

(4) Within the meaning of comparable property as
defined in 15-1-101, property assessed as commercial
property 1is comparable only to other property assessed as
commercial property, and property assessed as other than
commercial property is comparable only to other property
assessed as other than commercial property."

Section 104. section 15-6-135, MCA, is amended to
read: |

*15-6-135. Class five property -—- description -——
taxable percentage. (1) Class five property includes:

{a) all property used and owned by cooperative rural
electrical and cooperative rural telephone associations

organized under the laws of Montanay-except--property--owned
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by--ceoperative-organizations-deseribed-in-subsection-{tiythy
ef-15-6-137;

(b) air and water pollution control equipment as
defined in this section;

{gc) new industrial property as defined in this
section;

td}-—any-perssnal-or-real-properey——used--primariiy-—-in
the--preductian--af--qaschel-during-eenstroction-and-far-the
Eirat-J-years-of-its-operations

te}y--ait—-itand--and--improvements--and---ati---perasnai
property-—owned-by-a-ressarch-and-devetopment-firm;-provided
that-the--property--is-—-ackively-—-devoted--to--research—-and
developments

{f}--machinery---and--equipment--used--in--etectroiytie
reduction-facititiess

{d} electric transformers and meters; electric light

and power substation machinery; natural gas measuring and

regulating station equipment, meters, and compressor station

machinery, owned by noncentrally assessed public utilities:

and tools used in the repair and maintenance of this

propercty;

{(e) a trailer or mcbile home used as a residence

except when:

{i) held by a distributor or dealer of trailers or

mobile homes as his stock in trade; or
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{ii} specifically included in another class;

(£) the first 580,000 or less of the market value of a

trailer or mobile home used as_ a residence and actually

occupied for at least 10 months a year as the primary

residential dwelling of any person whose total income from

all sources, including otherwise tax-exempt income of all

types, is not more than $10,000 for a single person or

$12,000 for a married couple, as adjusted according to

15-6-134(2)(b){ii};

(g) all other personal property not included in any

other ¢lass in this part except personal property that is:

(i) subject to a fee in lieu of a property tax; or

(ii) exempt from taxation under Title 15, chapter &6,

part 2; and

{h) all other property used for noncommercial purposes

that is not real property or an improvement to real property

and that is not included in another class or exempt from

taxation under Title 15, chapter 6, part 2.

{2) (a) "Air and water pollution egquipment" means
facilities, machinery, or equipment used to reduce or
control water or atmospheric pollution or contamination by
removing, reducing, altering, disposing of, or stering
pollutants, contaminants, wastes, or heat. The department of
health and environmental sciences shall determine if such

utilization is being made.
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{b) The department of health and environmental

sciences' determination as to air and water pollution

equipment may be appealed to the board of health and

environmental sciences and may not be appealed to either a

county tax appéal bocard or the state tax appeal board.
However, the appraised value of the equipment as determined
by the departmen: of revenue may be appealed to the county
tax appeal board and the state tax appeal board.

{3) "New industrial property" means any new industrial
plant, including land, buildings, machinery, and Ffixtures,
used by new industries during the first 3 years of their
operation. The property may not have been assessed within

the state of Montana prior to July 1, 1961.

(4) (a} "New industry” means any person, corporation,
firm, partnership, association, or other group that
establishes a new plant in Montana for the operation of a
new industrial endeavor, as distinguished from a mere
expansion, reorganization, or merger of an existing

industry.

(b} MNew industry includes only those industries that:

(i) manufacture, mill, mine, produce, process, or
fabricate materials;

{ii) do similar work, employing capital and labor, in
which materials unserviceable in their natural state are

extracted, processed, or made fit for use or are
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substantially altered or treated s© as to create commercial
products or materials; or

{iii) engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1372 Standard
Industrial Classification Manual prepared by the United
States office of management and budget.

(5) New industrial property does not include:

(a) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or
professions;

(b) a plant that will c¢reate adverse impact on
existing state, county, or municipal services; or

{c) property used or employed in any industrial plant
that has been in operation in this state for 3 years or
longer.

{6) Class five property is taxed at-3%-cf-itas-market

valuves as follows:

{a) Property described in subsections (1)(a) through

(1)te), (2)(q), and (1)(h} is taxed at 3.5% of its market

value,

(b) Property described in subsection {1)({f) is taxed

at 3.5% of its market value multiplied by a percentage

figqure based on income and determined from the table in

15-6-134(2)(b)(i)."

-95- 5B 469

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

SB 0469/02

Section 105. section 15-6-207, MCA, is amended to
read:

*15-6-207. Agricultural exemptions. (1) The following
agricultural products are exempt from taxation:

{a) all unprocessed, perishable fruits and vegetables
in farm storage and owned by the producer;

{b) all producer-held grain in storage;

{c} all nonperishable, unprocessed agricultural
products, except livestock, held in possession of the
original producer for less than 7 months following harvest;

{d) except as provided in subsection (1)(e), livestock
which have not attained the age of 24 months as of the last
day of any month if assessed on the average inventory basis
or on March 1 if assessed as provided in 15-24-911(1)(a);

{e) swine which have not attained the age of 6 months
as of January 1

{£) poultry and the unprocessed products of poultry;
and

(g) bees and the unprocessed product of bees<;

(h) the unprocessed products of livestock and THE

UNPROCESSED PRODUCTS OF other domestic animals and wildlife

raised in domestication or a captive environment; and

(i) cats, dogs, and other household pets not raised

Eor profit.

(2) Bny beet digger, beet topper, beet gdefoliator,
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beet thinner, beet cultivator, beet planter, or beet top
saver designed exclusively to plant, cultivate, and harvest
sugar beets is exempt from taxation if such implement has
not been used to plant, cultivate, or harvest sugar beets
for the 2 years immediately preceding the current assessment
date and there are no available sugar beet contracts in the
sugar beet grower's marketing area.”

Section 106. section 15-8-111, MCA, is amended to
read:

*15-8-111. Assessment -- market wvalue standard --
exceptions. {1) All taxable property must be assessed at
100% of its market value except as otherwise provided.

{2) {a) Market value is the value at which property
would change hands between a willing buyer and a willing
seller, neither being under any compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

{b) If the department uses construction cost as one
approximation of market value, the department shall £ully
consider reduction in value caused by depreciation, whether
through physical depreciation, functional obsolescence, or
economic obsolescence.

(¢} Except as provided in subsection (3), the market
value of all motor trucks; agricultural tools, implements,
and machinery; ané vehicles of all kinds, including but not

limited to boats and all watercraft, is the average
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wholesale value shown in nationai appraisal guides and
manuals or the value of the wvehicle before receonditioning
and preofit margin. The department of revenue shall prepare
valuation schedules showing the average whelesale value when
no national appraisal guide exists.

{3) The department of revenue or its agents may not
adopt a 1lower or different standard of wvalue from market
value in making the official assessment and appraisal of the
value of property, except:

(a) the wholesale value for agricultural implements
and machinery is the 1loan value as shown in the Official
Guide, Tractor and Farm Equipment, published by the national
farm and power equipment dealers association, St. Louis,
Missouri;

{b) for agricultural implements and machinery not
listed in the official guide, the department shall prepare a
supplemental manual where the wvalues reflect the same
depreciation as those found in the official guide; and

(c) as otherwise authorized in Title 15 and Title 61.

{(4) For purposes of taxation, assessed value 1is the
same as appraised value.

{5) The taxable value for all property 1is the
percentage of market or assessed value established for each

class of property.

(6) The assessed value of properties in 15-6-131
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through 15-6-133 is as follows:

{a) Properties in 15-6-131, under <¢lass one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allewed by 15-23-503.

{b) Properties in 15-6-132, under class two, are
assessed at 100% of the annual gross proceeds.

{c) Properties in 15-6-133, under class three, are
assessed at 100% of the productive capacity of the 1lands

when walued for agricultural purposes or _at 100% of the

combined assessed value of the standing timber and grazing

productivity of the land when wvaiued as timberland. All

lands that meet the qualifications of 15-7-202 are valued as
agricultural lands for tax purposes.

td4)y--Properties-in-15-6-437-under-class-thirteeny——are
aaseased--gt--188%--of--the--combined-appratsed-vaine-of-the
standing-timber-and-grazing-produetivity-of--the--tand--when
valved-as-timbertands

{7) Land and the improvements thereon are zeparately
assessed when any of the tollowing conditions occui:

(a) ownership of the improvements is different £from
ownership of the land;

{b) the taxpayer makes a written request; or

{c) the land is outside an incorporated city or town.”

Section 107. section 15-B-205, MCA, is amended to

read:
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"15-8-205. Initial assessment of eiass-twelve-properky
mobile homes —— when. The county assessor shall assess all

ctass—---twelve---property mobile homes described in

15-6-135(1)(e)} and (1)(f) immediately upon arrival in the

county 1if the taxes have not been previously paid for that

year in another county in Montana."

NEW SECTION. Section 108. University system
funding. There is allocated from the money collected from
the sales tax and use tax to the state special revenue fund
5% 13% of the sales tax and use tax, as allocated in

[section 75(1){b){ii}], for the support, maintenance, and

improvement of the Montana university system,

vocatigonal-technical centers, and community college
districts, subject to the board of regents’' supervision.

Section 109. section 15-10-402, MCA, is amended to
read:

*"15-10-402. Property tax limited to 3986 1991 1levels.
{1) Except as provided in subsections (2} and (3), the
amount of taxes levied on property described in 15-6-133~7
and 15-6-1347-35-6-3367;-15-6-1397-15-6-1427-and-15-6-144 may
not, for any taxing jurisdiction, exceed the amount levied
for taxable year 386 1991.

{2) The limitation contained in subsection (1) does
not apply to levies for rural improvement districts, Title

7, chapter 12, part 21; special improvement districts, Title
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7, chapter 12, part 41; or bonded indebtedness.

(3] New construction or improvements to or deletions
from property described in subsection {1) are subject to
taxation at 1986 1991 levels.

{4) As used in this section, the "amount of taxes
levied® and the "amount levied"” mean the actual dollar
amount of taxes imposed on an individual piece of property,
notwithstanding an increase or decrease in value due to
inflation, reappraisal, adjustments in the percentage
multiplier used to convert appraised value to taxable valna,
changes in the aumber of mills levied, or increase or

decrease in the value of a mill.,"

SECTION 110. SECTION 15-10-411, MCA, IS AMENDED TO

READ:

*15-10-411. (Temporary) Declaration of policy —
clarification —— extension to all property classes. Section
15-10-401 is interpreted, clarified, and extended as
follows:

{1) 1In order to aveid constitutional challenges based
on discriminatory treatment of taxpayers in tax classes not
enumerated in 15-10-401 and 15-10-402, the limitation to
19086 1991 levels is extended to apply to all classes of
property described in Title 15, chapter 6, part 1.

{?) The policy declaration in 15-10-401(5) that no

further ptoﬁerty tax increases be imposed is interpreted to
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mean no further increase may be made in the tax rate applied

to property in each class in 3986 1991.
(3) No new class of property may be created solely to
circumvent the policy underiying 15-10-401 and 15-10-402. If

a new class of property is c¢reated in order to afford

preferential treatment to a category of property, the

taxable rate that applies may not exceed the rate at which
such property was taxed in #986 1991. (Terminates December

31, 1989~--sec. &, Ch. 654, L. 19B7.)"

SECTION 111. sECTION 15-10-412, MCA, IS AMENDED TO

READ:

"15-10-412. (Temporary) Property tax limited to 1986
1991 1levels -- <clarification -- extension to all property
classes. Section 15-10-402 is interpreted and c¢larified as
follows:

{1y The limitation to 1986 1991 levels is extended to
apply to all classes of property described in Title 15,

chapter &, part 1.

{(2) The limitation on the amount of taxes levied is

interpreted to mean that the actual trax 1liability for an

individual property is capped at the dollar amount due in

each taxing unit for the 1386 1991 tax year. 1In tax years
thereafter, the property must be taxed in each taxing unit
at the 1986 1991 cap or the product of the taxable value and

mills levied, whichever is less for each taxing unit.
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{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;

(¢) transfer of property into a taxing unit;

(d) subdivision of real property;

(e) reclassification of property;

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

{g} transfer of property from tax-exempt to taxable
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 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;
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{b) transfer of property intc a taxing unit;

(c) reclassification of property;

(d) increases in the amount of production or the value
of production FEor 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 from
tax-exempt to taxable status.

(5) Property in classes four, twelve, and fourteen, as

amended by [this act], is valued according to the procedures

used in 1986, or the 1991 tax vear if a revaluation pursuant

to 15-7-111 has been completed, including the designation of

1982 as the base year, or the designaticn of a new base year

if a revaluation pursuant to 15-7-111 has been completed,

until the reappraisal cycle beginning January 1, 1986, is
completed and new valuations are placed on the tax rolls and
a new 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 (5)(a) through
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{5){d) that is not class four, class twelve, or class

fourteen property, as amended by (this act], is valued

according to the procedures ugsed in 1986, or a subseguent

revaluation completed pursuant to 15-7-111, but is also

subject to the dollar cap in each taxing unit based on 1986

the mills 1levied in 1986, or in 1991 if a revaluation

pursuant to 15-7-111 has been completed subsequent to 1986.

(7) ({a) The limitation on the amount of taxes, as
clarified in this section, is intended tc leave the property
appraisal and valuation methodology of the department of
revenue intact. Determinations of county classifications,
salaries of local government cfficers, 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

taxing unit for the 1986 tax year, or the 1991 tax year if a

revaluation pursuant to 15-7-111 has been completed, unless

the taxing unit's taxable valuation decreases by 5% or more

from the previous 1986 tax year, or the 1991 tax year if a

revaluation pursuant to 15-7-111 has been completed. If a
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taxing unit‘s taxable valuation decreases by 5% or more from

the previous 1986 tax year, or the 1991 tax year if a

revaluation pursuant to 15-7-111 has been completed, it may
levy additicnal mills te compensate for the decreased
taxable valuation, but in no case may the mills levied
exceed a number calculated to egual the revenue from

property taxes for the 1986 tax year, or the 1991 tax vyear

if a revaluation pursuant to 15-7-111 has been completed, in

that taxing unit.

(b) For the purposes of this subsection (7), property

tax replacement revenue received as reimbursement from sales

tax proceeds is considered to be revenue from property

taxes.

(B) The 1limitation on the amount of taxes levied does
not apply tc 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)Y special improvement districts;

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

(d) <ity street maintenance districts;

{e) tax increment financing districts;

(f) satisfaction of Jjudgments against a taxing unit;

{g) electric company street lighting assessments; and
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{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 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;

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

(¢) 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;

(f) a summary of the aiternatives 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. (Texrminates
-107- SB 469

o O m <N Oy

10

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

25

SB 0469/02

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

Section 112. Section 15-16-611, MCA, is amended to
read:

")5-16-611, Reduction of property tax for property
destroyed by natural disaster. {1) The department of revenue
shall, upon showing by a taxpayer that some or all of the
improvements on his real property or a trailer or mobile
home as-deseribed-in-15-6-142 have been destroyed to such an
extent that such improvements have been rendered unsuitable
for their previous use by natural disaster, adjust the
taxable value on the property. accounting for the
destruction.

(2) The county treasurer shall adjust the tax due and
payable for the current year on the property under 15-16-102
as provided in subsection (3) of this section.

{3) To determine the amcunt of tax due for destroyed
property, the county treasurer shall:

{a) multiply the amount of tax levied and assessed on
the original taxable value of the property for the year by
the ratio that the number of days in the year that the
property existed before destruction bears to 3165; and

(b} multiply the amount of tax levied and assessed on
the adjusted taxable value of the property for the remainder
of the year by the ratio that the number of days remaining

in the year after the destruction of the property bears to
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365.

{4) This section does not apply to delinquent taxes
owed on the destroyed property for a year prior to the vyear
in which the property was destroyed.

(5) For the purposes of this section, "natural
disaster" includes but is not 1limited to fire, floed,
earthquake, or wind."

Section 113. section 15-16-613, MCA, is amended to
read:

"15-16-613. Refund of certain taxes paid in other
states. Subject to the provisions of 15-16-601 and upon
proof that tax was paid in another state, a taxpayer is
entitled to a refund equal to the amount of tax paid in
another state on a helicopter or pioperty that was assessed
in Montana under #5-6-%38+1¥t¢9} 15-6-135 on January 1 of the
year for which the refund is due. The refund under this
section may not exceed the tax that was paid in Montana on
the same property for the same pericd of time."

Section 114, section 15-24-301, MCA, is amended to
read:

"15-24-301. Personal property brought into the state
~- assessment —— exceptions -- custom combine equipment. (1)
Except as provided in subsections (2) through (5), property
in the following cases is subject to taxation and assessment

for all taxes levied that year in the county in which it 1is
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{including livestock)
this state at any time

in the state Ffor hire,

user is engaged in gainful
in the state; or

rest and becomes a part of

the general property of the state.

(2) The taxes on this property are levied in the same
manner and to the same extent, except as otherwise provided,
as though the property had been in the county on the regular
assessment date, provided that the property has not been
reqularly assessed for the year in some other county of the
state.

{3} Nothing in this section shall be construed to levy
a tax against a merchant or dealer within this state on
goods, wares, or merchandise brought into the county to
replenish the stock of the merchant or dealer.

(4} Any motor vehicle not subject to a fee in lieu of
tax brought, driven, or coming into this state by any
nonresident person temporarily esployed in Montana and used
exclusively for transportation of such person is subject to

taxation and assessment for taxes as Follows:

(a) The motor vehicle is taxed by the county in which
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it is located.

(b) One-fourth of the annual tax 1liability of the
motor vehicle must be paid for each guarter or pertion of a
quarter of the year that the motor vehicle is located in
Montana.

(c) The guarterly taxes are due the first day of the
quarter.

(5) Agricultural harvesting machinery citassified-under
ctass~eight7 licensed in other states;y; and operated on the
lands of persons other than the owner of the machinery under
contracts for hire shall be subject to a fee in lieu of
taxation of §$35 per machine for the calendar year in which
the fee is collected. The machines shall be subject to
taxation under--ciass--eight only if they are sold in

Montana."

Section 115. section 15-24-1102, MCA, is amended to
read:

"15-24-1102. Federal property held under coantract of
sale. When the property is held under a contract of sale or
other agreement whereby upon payment the legal title is or
may be acguired by the person, the real property shall be
assessed and taxed as defined in 15-6-13%--through—-15-6-149

Title 15, chapter &, part 1, and 15-8-111 without deducticn

on account of the whole or any part of the purchase price or

other sum due on the property remaining unpaid. The lien for
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the tax may not attach to, impair, or be enforced against
any interest of the United States in the real property.”

Section 116. section 15-24-1103, MCA, is amended to
read:

*]15-24-1103. Federal property held under lease. When
the property is held under lease, other interest, or estate
therein less than the fee, except under contract of sale,
the property shall be assessed and taxed as for the value,

as defined in #5-6-33i-threugh—15-6-14% Title 15, chapter 6,

part 1, of such leasehold, interest, or estate in the
property and the lien for the tax shall attach to and be
enforced against only the leasehold, interest, or estate in
the property. When the United States authorizes the taxation
of the property for the Ffull assessed value of the fee
thereof, the property shall be assessed for full assessed
value as defined in 15-8-111."

Section 117. Ssection 17-3-213, MCA, is amended to
read:

*17-3-213. Allocation to general road fund and
countywide school 1levies. (1) The forest reserve funds sc
apportioned to each county ahal} must be apportioned by the
county treasurer in each county between-the-aeverai-funds as
follows:

{a) to the general road fund, 66 2/3% of the total

amount received;
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{b) to the following countywide school levies, 33 1/3%
of the total sum received:

(i) the annual basic tax levy for elementary schools
provided for in 20-9-331:

(ii) the annual special tax for high schools provided
for in 20-9-333; and

{iii) the high school transportation fund provided for
in 20-10-1437

tivy-the———elementary--teacher--retirement--and--social
security-funé-provided-for-in-268-9-58%+

tvy--the-high--school--teacher--retirement-~-and--social
security-fund-provided-for-in-26-3-501.

{(2) The apportionment of money to the funds provided
for under subsection (1)(b) shali must be made by the county
superintendent based on the proportion that the mill levy of
each fund bears to the total number of mills for all the
funds. Whenever the total amount of money available for
apportionment under this section is greater than the total
requirements of a levy, the excess money and any interest
income must be retained in a separate reserve fund, to be
reapportioned in the ensuing school fiscal year to the
levies designated in subsection (1)({b).

(3) In counties wherein in which special road
districts have been created according to law, the board of

county commissioners shall distribute a proportionate share
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of the 66 2/3% of the total amount received for the general
road fund to =2uch the special rocad distriet--or districts
within the county based upon the percentage that the total
area of aueh the road district bears to the total area of

the entire county."

Section 118. section 19-4-605, MCA, is amended to
read:

*19-4-605. Pension accumulation fund -- employer's
contribution. The pension accumulation fund is the fund in
which the reserves for payment of pensions and annuities
shatt must be accumulated and from which pensions,
annuities, and benefits in lieu thereof--ahali: of pensions

and _annuities must be paid to or on account of beneficiaries

credited with prior service. Contributions to and payments
from the pension accumulation fund shatt* must be made as
follows:

(1) Each employer shall pay into the pension
accumulation fund an amount equal to 7.428% of the earned
compensation of each member employed during the whole or
part of the preceding payroll period.

t2)y-—if-the-empioyer-is-—a-district-nr-community-cotiege
diattict;——the—-trustee:——:hﬂii——budgcb——aﬁd—-pny——fer———the
empioyeris-contribubtion-under-the-proviszons-of-20-9-503+

£34{2) If the employer is the superintendent of public

instruction, a public institution of the state of Montana, a
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unit of the Montana university system, or the Montana state
school for the deaf and blind, the 1legislature shall
appropriate to the employer an adequate amount to allow the
payment of the employer's contribution.

t4¥({3} If the employer is a county, the county
commissioners shall budget and pay for the employer's
contribution in the manner provided by law for the adoption
of a county budget and for payments under the budget.

+5¥(4) All interest and other earnings realized on the
moneys money of the retirement system shaii must be credited
to the pension accumulation fund, and the amount required to
allow regular interest on the annuity savings fund shaii
must be transferred to that fund from the pensiocn
accumulation fund.

t6}[5) All pensions, annuities, and benefits in lieu

thermof-shati of pensions and annuities must be paid from

the pension accumulation fund.

+?39(6) The retirement board may, in its discretion,
transfer from the pension accumulation fund an amount
necessary to cover expenses of administration.”

Section 119. section 19-11-503, MCA, is amended to
read:

*19-11-503. Special tax levy for fund required. (1)
The purpose of this section is to provide a means by which

each disability and pension fund may be maintained at a

-115- SB 469

w N e

w o -

10
11
12
i3
14
1s
ié
17
i8
19
20
21
22
23
24

25

SB 0469/02

level egual to 3% 3.4% of the taxable valuation of all
taxable property within the limits of the city or town.

{2) Whenever the fund contains less than 3% 3.4% of
the taxable valuation of all taxable property within the
limits of the city or town, the governing body of the city
or town shall, at the time of the levy of the annual tax,
levy a special tax as provided in 19-11-504. The special tax
shall be collected as other taxes are collected and, when so
collected, shall be paid into the disability and pension
fund.

{3y If a special tax for the disability and pension
fund is levied by a third-class city or town using the
all-purpose mill levy, the special tax levy must be made in
addition to the all-purpose levy."

Section 120. Section 19-11-504, McA, is amended to
read:

*19-11-504. Amount of special tax levy. Whenever the
fund contains an amount which is less than 3% 3.4% of the
taxable waluation of all taxable property in the city or
town, the city council shall levy an annual special tax of
not less than 1 mill and not more than 4 mills on each
dollar of taxable valuation of all taxable property within

the city or town."

Section 121. Section 20-3-106, MCA, is amended to

read:
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*20-3-106. Supervision of schools — powers and
duties. The superintendent of public instruction has the
general supervision of the public schools and districts of
the state, and he shall perform the following duties or acts
in implementing and enforcing the provisions of this title:

(1) resolve any controversy resulting from the
proration of <costs by a joint board of trustees under the
provisions of 20-3-362;

(2) 1issue, renew, or deny teacher certification and
emergency authorizations of employment:

(3) negotiate reciprocal tuition agreements with other
states in accordance with the provisions of 20-5-314;

(4) serve on the teachers' retirement board in
accordance with the provisions of 2-15-1010;

{(S) approve or disapprove the orders of a high school
boundary commission in accordance with the provisions of
20-6-311;

(6) approve or disapprove the opening or regpening of
a school in accordance with the provisions of 20-6-502,
20-6-503, 20-6-504, or 20~6-505;

(7) approve or disapprove school isclation within the
limitations prescribed by 20-9-302;

(B) generally supervise the school budgeting
procedures prescribed by law in accordance with the

provisions of 20-2-102 and prescribe the school budget
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format in accordance with the provisions of 20-9-103 and
20-9-506;

{9) establisgh a system of communication for
calculating joint district revenues in accordance with the
provisions of 20-9-151;

{10) approve or disapprove the adoption of a district's
emergency budget resclution under the conditions prescribed
in 20-9-163 and publish rules for an application for
additional state aid for an emergency budget in accordance
with the approval and disbursement provisions of 20-~9-166;

{ll) generally supervise the school financial
administration provisions as prescribed by 20-9-201(2);

(12) prescribe and furnish the annual report forms to
enable the districts to report to the county superintendent
in accordance with the provisions of 20-9-213(5) and the
annual report forms to enable the county superintendents to
report to the superintendent of public inastruction in
accordance with the provisions of 20-3-209;

{13) approve, disapprove, or adjust an increase of the
average number belonging (ANB) in accordance with the
provisions of 20-9-313 and 20-9-314;

{14) distribute state equalization aid in support of
the foundation program in accordance with the provisions of

20-9-342, 20-9-346, and 20-9-347;

(15) distribute state impact aid in accordance with the
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provisions of 20-95-304;

{16) provide for the uniform and equal provision of
transportation by performing the duties prescribed by the
provisions of 20-1¢-112;

{17) approve or disapprove an adult education program
for which a district proposes to levy a tax in accordance
with the provisions of 20-7-705;

(18) regquest, accept, deposit, and expend federal
moneys money in accordance with the provisions of 20-3-603;

{19) authorize the use of federal moneys money for the
support of an interlocal cooperative agreement in accordance
with the provisions of 20-9-703 and 20-9-704:

{20} prescribe the form and contents of and approve or
disapprove interstate contracts in accordance with the
provisions of 20-9-705;

{21) approve or disapprove the conduct of school on a
Saturday or on pupil-instruction-related days in accordance
with the provisions of 20-1-303 and 20-1-304;

(22) recommend standards of accreditation for  all
schools to the board of public education and evaluate
compliance with such the standards and recommend
accreditation status of every school to the board of public
education in accordance with the provisions of 20-7-101 and
20-7-102;

(23) collect and maintain a file of curriculum guides
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and assist schools with instructional programs in accordance
with the provisions of 20-7-113 and 20-7-114;

{24) establish and maintain a library of visual, aural,
and other educational media in accordance with the
provisions of 20-7-201;

{25) license textbook dealers and initiate prosecution
of textbook dealers violating the law in accordance with the
provisions of the textbooks part of this title;

{26) as the governing agent and executive officer of
the state of Montana for K-12 vocational education. adopt
the poclicies prescribed by and in accordance with the
provisions of 20-7-301;

(27) supervise and coordinate the conduct of special
education in the state in accordance with the provisions of
20-7-403; »

{28} administer the traffic education program in
accordance with the provisicns of 20-7-502;

{29) administer the school food services program in
accordance with the provisions of 20~10-201, 20-10-202, and
20-10-203;

(30) review scheoel building plans and specifications in
accordance with the provisions of 20-6-622;

{31) prescribe the method of identification and signals
to be used by school safety patrols in accordance with the

provisions of 20-1-408;
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{32) provide schools with information and technical
assistance For compliance with the student assessment rules
provided for in 20-2-121 and collect and summarize the
results of sueh the student assessment £for the board of
public education and the legislature; and

t33)-admintster--the--distribution--of-state-revivement
eguatiration-atd-in-accordance-with-26-9-532;-and

+34¥(33) perform any other duty prescribed from time to
time by this title, any other act of the legislature, or the
policies of the board of public education. <{Subseckion-¢33}
effective-duty-17-1988--sees-87-€hs-63557-b-1987:3"

Section 122, section 20-3-324, MCA, is amended to
read:

"20-3-324. Powers and duties. As prescribed elsewhere
in this title, the trustees of each district shall have--the
power-—and-—tt——shati-be-their-duty-te-perform-the-foliowing
duties-or-acts:

{1) employ or dismiss a teacher, principal, or other
assistant upon the recommendation of the district
superintendent, the county high school principal, or other
principal as the board may--deem considers necessary,
accepting or rejecting sueh any recommendation as the
trustees shall in their sole discretion determine, in
accordance with the provisions of Title 20, chapter 4;

(2) employ and dismiss administrative personnel,
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clerks, secretaries, teacher aides, custecdians, maintenance
personnel, school bus drivers, food service pergonnel,
nurses, and any other personnel deemed considered necessary
to carry out the various services of the district;

(3) administer the attendance and tuition provisions
and otherwise govern the pupils of the district in
accordance with the provisions of the pupils chapter of this
title;

{4) call, conduct, and certify the elections of the
district in accordance with the provisions of the school
elections chapter of this title;

(5) participate in the teachers' retirement system of
the state of Montana in accordance with the provisions of
the teachers' retirement system chapter of Title 19;

{6) participate in district boundary change actions in
accordance with the provisions of the districts chapter of
this title;

(7) organize, open, close, or acguire isolation status
for the schools of the district in accordance with the
provisions of the school organization part of this title;

{8) adopt and administer the annual budget or an
emergency budget of the district in accordance with the
provisions of the school budget system part of this title;

(9) conduct the fiscal business of the district in

accordance with the provisions of the school E£financial
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administration part of this title;

(10) establish the ANB, foundation program, permissive
levy, additional levy, cash reserve, and state impact aid
amount for the general fund of the district in accordance
with the provisions of the general fund part of this title;

{11) establish, maintain, budget, and finance the
transportation program of the district in accordance with
the provisions of the transportation parts of this title;

{12) issue, refund, sell, budget, and redeem the bonds
of the district in accordance with the provisions of the
bonds parts of this title;

{13) when applicable, establish, financially
administer, and budget for the tuttton——fundy--retirement
fund; building reserve fund, adult education fund,
nonoperating fund, schocl food services fund, miscellaneous
federal programs fund, building £fund, lease or rental
agreement fund, traffic education fund, and interlocal
cooperative agreement fund in accordance with the provisicons
of the other school funds parts of this title;

(14) when applicable, administer any interlocal
cooperative agreement, gifts, legacies, or devises in
accordance with the provisions of thé miscellaneous
financial parts of this title;

{15) hold in trust, acquire, and dispose of the real

and personal property of the district in accordance with the
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provisions of the school sites and facilities part'of this
title;

(1&) operate the schools of the district in accordance
with the provisions of the school calendar part of this
title;

({17) establish and maintain the instructional services
of the schools of the district in accordance with the
provisions of the instructional services, textbacks,
vocational education, and special education parts of this
title;

{18) establish and maintain the school fo0od services of
the district in accordance with the provisions of the school
food services parts of this title;

{19) make such reports Erom time to time as the county
superintendent, superintendent of puﬁlic instruction, and
board cof public education may reguire;

(20) retain, when deemed considered advisable, a
physician or registered nurse to inspect the sanitary
conditions of the school or the general health conditions of
each pupil and, upon reguest, make available to any parent
or guardian any medical reports or health records maintained
by the district pertaining to his c¢hild;

{21) for each member of the trustees, visit each school
of the district not less than once each school fiscal year

to examine its management, conditions, and needs, except
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trustees from a first-class school district may share the
responsibility for visiting each school in the district;

(22) procure and display cutside daily in suitable
weather at each school of the district an American flag
which-shall-be that measures not less than 4 feet by 6 feet;
and

(23) perform any other duty and enforce any other
requirements for the government of the schools prescribed by
this title, the policies of the board of public education,
or the rules of the superintendent of public instruction.”

Section 123. sSection 20-5-305, MCA, is amended to
read:

"20-5-305. Elementary tuition rates. (1} Whenever a
pupil of an elementary district has been granted approval to
attend a school ocutside of the district in which he resides,
under the provisions of 20-5-301 or 20-5-302, such the
district shall pay tuition to the elementary district where
the pupil attends school. Except as provided in subsection
{2), the basis of the rate of tuition shall be determined by
the attended district. The rate of tuition shall be
determined by:

(a) totaling the actual expenditures from the district
general fundy and the debt service fund;-and;-if-the-pupii
is-a-restdent-af-another-connty;-the-retirement—£fund;

{b} dividing the amount determined in subsection
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(l1){(a) by the ANB of the district for the current fiscal
year, as determined under the provisions of 20-9-311; and

{c} subtracting the total of the per-ANB amount
allowed by 20~-9-316 through 20-9-321 that represents the
foundation program as prescribed by 20-9-303 plus the
per—ANB amount determined by dividing the state financing of
the district permissive levy by the ANB of the district,
from the amount determined in subsection (1)}{b}.

(2) The tuition for a full-time elementary special
education pupil must be determined under rules adopted by
the superintendent of public instruction for the calculation
of elementary tuition for full-time elementary special
education pupils as designated in 20-9-311 for funding

purposes, "

Section 124. section 20-5-312, MCA, 1is amended to

read:

"20-5-312. Reporting, budgeting, and payment for high
school tuition., (1) Except as provided in subsection (2}, at
the close of the school term of each school fiscal year, the
trustees of each high school district shall determine the
rate of tuition for the current school fiscal year by:

{a) totaling the actual expenditures from the district
general fundy and the debt service funds-andy-tf-the-puptd
rs-a-resitdent-of-another-countyy-the-retirement—fund;

(b) dividing the amount determined in subsection
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{l)(a) above by the ANB of the district for the current
fiscal year, as determined under the provisions of 20-9-311;
and

{c) subtracting the total of the per-ANB amount
allowed by 20-9-316 through 20-9-321 that represents the
foundation program as prescribed by 20-9-303 plus the
per—-ANB amount determined by dividing the state financing of
the district permissive levy by the ANB of the district,
from the amount determined in subsection (1)(bh) above.

(2) The tuition for a full-time high school special
education pupil must be determined under rules adopted by
the superintendent of public instruction for the calculation
of tuition for full-time high schoel special education
pupils as designated in 20-9-311 for funding purposes.

(3) Before July 15, the trustees shall report to the
county superintendent of the county in which the district is
located:

{a} the names, addresses, and resident districts of
the pupils attending the schools of the district under an
approved tuition agreement;

{b} the number of days of schocl attended by each
pupil;

(¢) the amount, if any, of each pupil’'s tuition
payment that the trustees, in their discretion, shait have

the authority to waive; and

=12i- SB 469

> W N

@ = o0 W

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

25

SB 0469/02

(d) the rate of current schoocl fiscal year tuition, as
determined under the provisions of this section.

(4) When the county superintendent receives a tuition
report from a district, he shall immediately send the
reported information to the superintendent of each district
in which the reported pupils reside.

{5) When the district superintendent receives a
tuition report or reports for high school pupils residing in
his district and attending an ouk-of-district high school
under approved tuition agreements, he shall determine the
total amount of tuition due suech the ocut-of-district high
schools on the basis of the following . per-pupil schedule:
the rate of tuition, number of pupils attending under an
approved tuition agreement, and other information provided
by each high school district where resident district pupils
have attended school.

{6) The total amount of the high school tuition, with
consideration of any tuition waivers, for pupils attending a
high school outside the county of residence shall be
financed by the county basic speclal tax for high schools as
provided in 20-9~334. In December, the county superintendent
shall cause the payment by county warrant of at least
one-half of the high school tuition obligations established
under this section out of the first moneys realized from the

county basic special tax for high schools, The remaining
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obligations must be paid by June 15 of the school fiscal
year. The payments shall be made to the county treasurer of
the county where each high school entitled to tuition is
located. The county treasurer shall credit sseh tuition
receipts to the general fund of the applicable high school
district, and the tuition receipts shall be used in
accaordance with the provisions of 20-9-141.

(7) For pupils attending a high school outside their
district of residence but within the county of residence,
the total amount of the tuition, with consideration of any
tuition waivers, must be paid during the ensuing school
fiscal year. The trustees of the sending high school
district shall include the tuition amount in the tuition
fund of the preliminary and final budgets. This budgeted
tuition amount is not subject to the budget adjustment
provisions of 206-9-132. The county superintendent shall
report the net tuition fund levy requirement for each high
school district to the county commissioners on the second
Monday of August, and a levy on the district shall be made
by the county commissioners in accordance with 20-9-142.
This levy requirement shall be calculated by subtracting
from the total expenditure amount authorized in the final
tuition Fund budget the sum of the cash balance in the
tuition fund at the end of the immediately preceding school

fiscal year plus any other anticipated money that may be
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realized in the tuition fund. The trustees shall pay by
warrants drawn on the tuition fund the tuition amounts owed
to each district included in the county superintendent's
notification. Payments shall be made whenever there is a
sufficient amount of cash available in the tuition fund but
no later than the end of the school fiscal vyear for which
the budget 1is adopted. However, if the trustees of either
the sending or receiving high school feel the transfer
privilege provided by this subsection is being abused they
may appeal to the county superintendent of schools who shall
hold a hearing and either approve or disapprove the
transfer."

Section 125. Section 20-9-141, MCA, is amended to
read:

"20-9-~141. Computation of general Eund net levy
reguirement by county superintendent. (1) The county
superintendent shall compute the levy requirement for each
district's general fund on the basis of the following
procedure:

{a) Determine the total of the funding required for
the district's final general £und budget less the amount
established by the schedules in 20-9-316 through 20-9-321 by
totaling:

(i} the district's nonisolated school foundation

program requirement to be met by a district levy as provided
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in 20-9-303;

{ii) the district's permissive levy amount as provided
in 20-9-3%52: and

{iii) any general fund budget amount adopted by the
trustees of the district under the provisions of 20-9-3513,
including any additional levies authorized by the electors
of the district.

(b) Determine the total of the moneys available for
the reduction of the property tax on the district for the
general fund by totaling:

(i) anticipated federal moneys received under the
provisions of Title I of Public Law B81-B74 or other
anticipated federal mconeys received in lieu of such federal
act;

{ii} anticipated tuition payments for out-of-district
pupils under the provisions of 20-5-303, 20-5-307, 20-5-312,
and 20-5-313;

(iii) general fund cash reappropriated, as established
under the provisions of 20-9-104;

(iv) anticipated or reappropriated state impact aid
received under the provisions of 20-9-304;

(v) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and 61-3-537;

{vi) anticipated net proceeds taxes for interim

production and new production, as defined in 15-23-601;
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(vii) anticipated interest to be earned aor
reappropriated interest earned by the investment of general
fund c¢ash in accordance with the provisions of 20-9-213(4};
and

{viii) anticipated sales tax and use tax revenue; and

tvitit(ix} any other revenue anticipated by the
trustees to be received during the ensuing school fiscal
year which may be used to finance the general Fund.

{c) Subtract the total of the moneys available to
reduce the property tax required to finance the general fund
that has been determined in subsection {1){b) from the total
requirement determined in subsection (1)!{a).

{2) The net general fund levy requirement determined
in subsection {1l}(c) shall be reported to the county
commissioners on the second Monday of August by the county
superintendent as the general fund levy requirement for the
district, and a levy shall be made by the county
commissioners in accordance with 20-9-142."

Section 126. section 20-9-201, MCA, is amended to
read:

*20-9-201. bPefinitions and application. (1) As used in
this title, unless the context clearly indicates otherwise,
"fund" means a separate detailed account of receipts and
expenditures for a specific purpose as authorized by law.

Funds are classified as follows:
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{a) A “budgeted fund" means any fund for which a
budget must be adopted in order to expend any money from
such the fund. The general fund, transportation fund, bus
depreciation reserve fund, elementary tuition fund,
retirement-—Ffundy debt service fund, leased facilities fund,
building reserve fund, adult education fund, nonoperating
fund, vocational-technical center fund, and any other funds
se designated by the legislature shati--be are budgeted
funds.

(b) A ‘"nonbudgeted Ffund" means any fund for which a
budget is not required in order to expend any money on
deposit in suech the fund. The school food services fund,
miscellanecus federal programs fund, building fund, lease or
rental agreement fund, traffic education fund, interlocal
cooperative FEund, and any other funds se designated by the
legislature shali-be are nonbudgeted funds.

{2) The school financial administration provisions of
this title apply to all money of any elementary or high
school district except the extracurricular money realized
from pupil activities. The superintendent of public
instruction has general supervisory authority as prescribed
by law over the school financial administraticn provisiens,
as they relate to elementary and high school districtsy. as
prescribed-by-taw-and He shall estabiiah-sueh adopt rules as

are necessary to secure compliance with the law."
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Section 127. Section 20-9-212, MCA, is amended to
read:

"20-9-212. Duties of county treasurer. The county
treasurer of each county shall:

(1) receive and hold all school money subject to
apportionment and Kkeep a separate accounting of its
apportionment to the several districts which are entitled to
a portion of sueh the money according to the apportionments
ordered by the county superintendent. R separate accounting
shatt must be maintained for each county fund supported by a
countywide levy for a specific, authorized purpose,
including:

{a} the basic county tax in support of the elementary
foundation programs;

{b} the basic special tax for high schools in support
of the high school foundation programs;

{c} the county tax in support of the county's high
school transportation obligation;

td}——the-—county--tax——in--support--ef--the—high-achool
ebitgations-to--the--retirement—-systems--of--the--state--of
Montanas

te¥(d) any additional county tax required by law to
provide for deficiency financing of the elementary

foundation programs;

t£y(e) any additional county tax required by law to
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provide for deficiency financing of the high school
foundation programs; and

t93{f) any other county tax for schools, including the
community colleges, which may be authorized by law and
levied by the county commissioners;

(2) whenever requested, notify the county

superintendent and the superintendent of public instruction
of the amount of county school money on deposit in =ach--of

che-funds-enumerated any fund provided for in subsection (1)

of this section and the amount of any other school money
subject to apportionment and apportion such the county and
other scheoel money to the districts in accordance with the
apportionment ordered by the county superintendent;

(1) keep a separate accounting of the expenditures for
each budgeted fund included in the final budget of each
district;

(4) keep a separate accounting of the receipts,
expenditures, and cash balances for each budgeted fund
included in the final budget of each district and for each
nonbudgeted fund established by each district;

{5) except as otherwise limited by law, pay all
warrants properly drawn on the county or district school
money and properly endorsed by their holders;

(6) receive all revenue collected by and for each

district and deposit these receipts in the fund designated
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by law or by the district if no Efund is designated by law.
Interest and penalties on delinquent school taxes shai} must
be credited to the same fund and district for which the
original taxes were levied.

(7} send all revennes revenue received for a joint
district, part of which is situated in his county, to the
county treasurer designated as the custodian of suen
revendes the revenue, no later than December 15 of each year
and every 3 months thereafter until the end of the school
fiscal year;

{8) at the direction of the trustees of a district,
assist the district in the issuance and sale of tax and
revenue anticipation notes as provided in Title 7, chapter
6, part 1l;

(9) register district warrants drawn on a budgeted
fund in accordance with 7-6-2604 when there is insufficient
money available in-—-the--sum——of-money in all funds of the
district to make payment of such the warrant. Redemption of
registered warrants shall must be made in accordance with
7-6-2116, 7-6-2605, and 7-6-2606.

(10) invest the money of any district as directed by
the trustees of the district within 3 working days of such
the direction;

{11} give each month give to the trustees of each

district an itemized report for each fund maintained by the
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district, showing the paid warrants, outstanding warrants,
registered warrants, amounts and types of revenue received,
and the cash balance; and

(12) remit promptly to the state treasurer receipts for
the county tax for a vocational-technical center when levied

by the board of county commissioners."

Section 128. section 20-%-301, MCA, is amended to
read:

"20-9-301. Purpose and definition of foundation
program and general fund. (1) A uniform system of free
public schools sufficient for the educatien of and open to
all school age children of the state shaii: must be
established and maintained throughout the state of Montana.
The state shall aid in the support of its several school
districts on the basis of their financial need as measured
by the foundation program and in the manner established in
this title.

{2) The principal budgetary vehicle for achieving the
minimum financing as established by the foundation program
shall-be is the general fund of the district. The purpose of
the general fund shati--be is to finance those general

maintenance and operaticnal costs, including employee

retirement benefits, of a district not financed by other

funds established for special purposes in this title.

(3) The amount of the general fund budget for each
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school fiscal year shai* may not exceed the Einancing
limitations established by this title but shali--be--no may
not be 1less than the amount established by law as the
foundation program. The general fund budget shatt must be
financed by the foundation program revenues and may be
supplemented by the permissive levy and additional voted
levies in the manner provided by law."

Section 129. section 20-9-331, MCA, is amended to
read:

“20-9-331. Basic county tax and other revenues for
county equalization of the elementary district foundation
program. {1) It shalt--be is the duty of the county
commissioners of each county to levy an.annual basic tax of
28 mills on the dollars of the taxable value of all taxable
property within the county, except for vehicles subject to
taxation under 61-3-504{2), for the purposes of local and
state foundation program support. The revenue to be
collected from this levy shai® must be apportioned to the
support of the foundation programs of the elementary school
districts in the county and to the state special revenue
fund, state equalization aid account, in the following
manner:

{a) In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the

estimated revenues identified in subsecticn (2) belew-—-shaii
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be is subtracted from the sum of the county elementary
transportation obligation and the total of the Ffoundation
programs of all elementary districts of the county.

(b)) If the basic 1levy prescribed by ‘this sectian
produces more revenue than is required to finance the
difference determined abave, the county treasurer shall
remit the surplus funds to the state treasurer for deposit
to the state special revenue fund, state egualization aid
account, immediately upon occurrence of a surplus balance
and each subsequent month thereafter, with any €£inal
remittance due no later than June 20 of the fiscal year for
which the levy has been set.

{2) The proceeds realized from the county's portion of
the levy prescribed by this section and the revenues from
the following sources sha::* must be used for the
equalization of the elementary district foundation programs
of the county as prescribed in 20-9-334, and a separate
accounting shatt must be kept of such the proceeds and
revenues by the county treasurer in accordance with
20-9-212(1):

{a) the portion of the federal Taylor Grazing Act
funds distributed to a county and designated for the common
school fund under the provisions of 17-3-222;

{(b) the portion of the federal flood control act funds

distributed to a county and designated for expenditure for

-139- 5B 469

& W N

W N o WU

10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

SB 0469702

the benefit of the county common schools under the
provisions of 17-3-232;

(c) all money paid into the county treasury as a
result of fines for violations of law, except money paid to
a justice's court, and the use of which is not otherwise
specified by law;

(d) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
aecount accounts for the various sources of revenue
established or referred to in this section;

{e} any [federal or state money distributed to the
county as payment in lieu of the property taxation
established by the county levy required by this section;

(f) net proceeds taxes for interim production and new
production, as defined in 15-23-601; and

{g) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2} and 61-3-537; and

{h) sales tax and use tax revenue,"

Section 130. section 20-3-333, MCA, is amended to
read:

"20-9-333. Basic special levy and other revenues for
county equalization of high school district foundation
program. (1) It shati--be is the duty of the county
commissicners of each county to levy an annual basic special

tax for high schools of 17 mills on the dollar of the
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taxable value of all taxable property within the county,
except For vehicles subject to taxation under 61-3-504(2),
for the purposes of local and state foundation program
suppert. The revenue to be collected from this levy shati
must be apportioned to the suppert of the foundation
programs of high school districts in the county and to the
state special revenue Eund, state equalization aid account,
in the following manner:

(a) In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the
estimated revenues identified in subsections ({2)(a) and
{2)(b) betow-skatl-be is subtracted from the sum of the
county's high school tuition obligation and the total of the
foundation programs of all high school districts of the
county.

{b) If the basic levy prescribed by this section
produces more revenue than 1is required to finance the
difference determined abeve, the county treasurer shall
remit the surplus funds to the state treasurer for deposit
to the state special revenue fund, state egqualization aid
account, immediately upon occurrence of a surplus balance
and each subsequent month thereafter, with any final
remittance due no later than June 20 of the fiscal year for
which the levy has been set.

(2) The proceeds realized f£rom the county's portion of
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the levy prescribed in this section and the revenues from
the following sources shati must be used for the
equalization of the high school district foundation programs
of the county as prescribed in 20-9-334, and a separate
accounting shatt must be kept of these proceeds and revenues
by the county treasurer in accordance with 20-9-212(1):

{a) any money remaining at the end of the immediately
preceding school Eiscal year in the county treasurer's
accounts for the various sources of revenue established or
referred to in this section;

(b} any federal or state moneys money distributed to
the county as & payment in lieu of the property taxation
established by the county levy required by this section;

(c) net proceeds taxes for interim production and new
production, as defined in 15-23-601; and

(d) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and 61-3-537; and

(e) sales tax and use tax revenue.”

Section 131. section 20-9-343, MCA, is amended to
read:

"20-9-343. Definition of and revenue for state
equalization aid. (1) As used in this title, the term "state
equalization aid" weans those-moneys the money deposited in
the state special revenue fund as required in this section

plus any legislative appropriation of money from other
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sources for distributicon to the public schools for the
purpose of equalization of the foundation program.

(2) The legislative appropriation for state
equalization aid shail must be made in a single sum for the
biennium. The superintendent of public instruction has
autharity-teé may spend such the appropriation, together with
the earmarked revenues provided in subsection (3), as
required for foundation program purposes throughout the
bienniym,

(3) The following shaii must be paid into the state
special revenue fund for state equalization aid to public
schools of the state:

{a) 31.8% of all money received from the collection of
income taxes under chapter 30 of Title 15;

{b) 25% of all money, except as provided in 15-31-702,
received from the collection of corporation license and
income taxes under chapter 31 of Title 15, as provided by
15-1-501;

{c} 100% of the money allocated Lo state equalization
from the collection of the severance tax on coal; 4

{d) 100% of the money received from the treasurer of
the United States as the state's shares of oil, gas, and
other mineral royalties wunder the federal Minéral Lands

Leasing Act, as amended;

{e) interest and income money described in 20-9-341
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and 20-9-342;
(£) income from the education trust fund account; and

{(g) money received from the collection of the sales

tax and use tax, as provided in [section 75{1)(b)(i)];

(h) state lottery proceeds as provided for in

23-5-1027; and

fg¥{i) in addition to these revenues, the surplus
revenues collected by the counties for foundation program
support according to 20-9-331 and 20-9-333.

{4) Any surplus revenue in the state egqualization aid
account in the second year of a bliennium may be used to
reduce the appropriaticon required for the next succeeding
biennium."

Section 132. 3section 20-9-352, MCA, is amended to
read:

®20-9-352, Permissive amount and permissive levy. {1l)
Whenever the trustees of any district shall deem it
necessary to adopt a general fund budget in excess of the
foundation program amount but not in excess of the maximum
general fund budget amount for such district as established
by the schedules in 20-9-316 through 20-%-321, the trustees
shall adopt a resolution stating the reasons and purposes
for exceeding the foundation program amount. Such excess
above the foundation prograﬁ amount shall be known as the

"permissive amount”, and it shall be financed by a levy, as
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prescribed in 20-9-141, on the taxable value of all taxable
property within the district, except for vehicles subject to
taxation under 6§1-3-504(2), supplemented with any biennial
appropriation by the legislature for this purpose. The
proceeds of such an appropriation shall be deposited to the
state special revenue fund, permissive account.

{2} The district levies to be set for the purpose of
funding the permissive amount are determined as follows:

{a) For each elementary school district, the < cunty
commissioners shall annually set a levy not exceeding 6
mills on all the taxable property in the district, except
for wvehicles subject to taxation under 61-3-504(2), for the
purpose of funding the permissive amount of the district.
The permissive levy in mills shall be obtained by
multiplying the ratio of the permissive amount to the
maximum permissive amount by 6 or by using the number of
mills which would fund the permissive amount, whichever is
less. If the ameunt--ef revenue raised by this levy, plus
anticipated revenue from vehicle property taxes imposed

under €61-3-504(2) and 61-3-5377~is and the revenue from a

sales tax and use tax are not sufficient to fund the

permissive amount in full, the amount of the deficiency
shall be paid to the district from the state special revenue
fund according to the provisions of subsections (3) and (4)

of this section,
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{b) PFor each high school district, the county
commissioners shall annually set a levy not exceeding 4
mills on all taxable property in the district, except for
vehicles subject te taxation under 61-3-504(2), for the
purpose of funding the permissive amount of the district.
The permissive levy in mills shall be obtained by
multiplying the ratio of the permissive levy to the maximum
permissive amount by 4 or by using the number of mills which
would fund the permissive amount, whichever is less. If the
amount—--maf revenue raised by this levy, plus anticipated
revenue from vehicle property taxes imposed under
61-131-504(2) and 61-3-537, and plus net proceeds taxes for

interim production and new production, as defined in

15-23-6801, %8 and the revenue from a sales tax and use tax

are not sufficient to fund the permissive amount in £full,
the amount of the deficiency shall be paid to the district
from the state special revenue fund according to the
provisions of subsections {3) and (4) of this section,

{3) The superintendent of public instruction shall, if
the appropriation by the legislature for the permissive
account for the biennium is insufficient, request the budget

director to submit a supplemental

request for a
appropriation in the second year of the biennium. The
supplemental appropriation shall provide enough revenue to

fund the permissive deficiency of the elementary and high
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school districts of the state. The proceeds of this
appropriation shall be deposited to the state special
revenue fund, permissive account, and shall be distributed
to the elementary and high school districts in accordance
with their entitlements as determined by the superintendent
of public instruction according to the provisions of
subsections (1) and (2} of this section.

(4) Distribution under this section from the state
special revenue fund shall be made in two payments. The
first payment shall be made at the same time as the Ffirst
distribution of state egualization aid is made after January
1 of the fiscal year. The second payment shall be made at
the same time as the last payment of state egualization aid
is made for ¢the fiscal year. If the appropriation is not
sufficient to finance the deficiencies of the districts as
determined according to subsection (2), each district will
receive the same percentage of its deficiency. Surplus
revenue in the second year of the biennium may be used to
reduce the appropriation required for the next succeeding
bieanium or may be transferred to the state equalization aid
state special revenue fund If revenues in that fund are

insufficient to meet foundation program requirements.™
Section 133. Section 20-9-502, MCA, is amended to
read:

#20-9-502. Purpose and authorization of a building
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reserve fund by an election. (1) The trustees of any
district, with the approval of the qualified electors of the
district, may establish a building reserve for the purpose
of raising money for the future construction, equipping, or
enlarging of school buildings or for the purpose of
purchasing land needed for school purposes in the district.
In order to submit to the qualified electors of the district
a building reserve propcsition for the establishment of or
addition to a building reserve, the trustees shall pass a
resolution that specifies:

{a}) the purpose or purposes for which the new or
addition to the building reserve will be used;

{b) the duration of time over which the new or
addition to the building reserve will be raised in annual,
egual installments;

(c) the total amount of money that will be raised
during the duration of time specified in subsection (1l)({b};
and

(d) any other reguirements under 20-20-201 for the
calling of an election.

{2) The total amount of building reserve when added to
the outstanding indebtedness of the district shall not be
more than 45% 51% of the taxable value of the taxable
property of the distriet. Such limitation shall be

determined in the manner provided in 20-9-406. A building
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reserve tax authorization shall not be for more than 20
years.

(3) The election shall be conducted in accordance with
the school election laws of this title, and the electors
qualified to vote in the election shall be qualified under
the provisions of 20-20~301. The ballot for a building
reserve proposition shall be substantiallg in the following
form:

OFFICIAL BALLOT
SCHOOL DISTRICT BUILDING RESERVE ELECTION

INSTRUCTIONS TO VOTERS: Make an X or similar mark in
the wvacant sguare before the words "BUILDING RESERVE--YES"
if you wish to vote for the establishment of a building
reserve [(addition to the building reserve); 1if you are
opposed to the establishment of a building reserve (addition
to the building reserve) make an X or similar mark in the
square before the words "BUILDING RESERVE--NO".

Shall the trustees be authorized to impose an
additional levy each year for .... years to establish a
building reserve (add to the building reserve) of this
school district to raise a total amount of .... dollars
{$.--.), for the purpose(s) .... (here state the purpose or
purposes for which the building reserve will be used)?

BUILDING RESERVE--YES.

BUILDING RESERVE--NO.

-149- SB 469

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

25

SB 0469/02

{4) The building reserve proposition shall be approved
if a majority of those electors voting at the election
approve the establishment of or addition to such building
reserve, The annual budgeting and taxation authority of the
trustees for a building reserve shall be computed by
dividing the total authorized amount by the specified number
of years. The authority of the trustees to budget and
impose the taxation for the annual amount to be raised for
the building reserve shall lapse when, at a later time, a
bond issue 1is approved by the qualified electors of the
district for the same purpose or purposes for which the
building reserve fund of the district was established.
Whenever a subseguent bond issue is made for the same
purpose or purposes of a building reserve, the money in the
building reserve shall be used for such purpose or purposes
before any money realized by the bond issue is used.™

Section 134. section 20-10-144, MCA, is amended to
read:

*20-10-144. Computation of revenues and net tax levy
requirements for the transportation fund budget. Before the
fourth Monday of July and in accordance with 20-9-123, the
county superintendent shall compute the revenue available teo
finance the transportation fund budget of each district. The
county superintendent shall compute the revenue for each

district on the following basis:
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(1) The "schedule amount™ of the preliminary budget
expenditures that is derived from the rate schedules in
20-10~-141 and 20-10-142 shall be determined by adding the
following amounts:

(a) the sum of the maximum reimbursable expenditures
for all approved school bus routes maintained by the
district (to determine the maximum reimbursable expenditure,
multiply the applicable rate per bus mile by the total
number of miles to be traveled during the ensuing school
fiscal year on each bus route approved by the county
transportation committee and maintained by such district);
plus

{b} the total of all individual transportation per
diem reimbursement rates for such district as determined
from the c¢ontracts submitted by the district multiplied by
the number of pupil-instruction days scheduled for the
ensuing school attendance year; plus

{c) any estimated costs for supervised home study or
supervised correspondence study for the ensuing school
fiscal year; plus

{d} the amount budgeted on the preliminary budget for
the contingency amount permitted in 20-10-143, except if
such amount exceeds 10% of the total of subsections (1l)(a),
{1)(b), amd (1l)¢{c) or §100, whichever 1is larger, the

contingency amount on the preliminary budget shall be
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reduced to such limitation amount and used in this
determination of the schedule amount.

(2) The schedule amount determined in subsection (1)
or the total preliminary transportation £und budget,
whichever is smaller, shall be divided by 3 and the
resulting one~third amount shall be used to determine the
available state and county revenue to be budgeted on the
Eollowing basis:

{a) the resulting one-third amount shall be the
budgeted state transportation reimbursement, except that the
state transportation reimbursement for the transportation of
special education pupils under the provisions of 20-7-442
shall be two-thirds of the schedule amount attributed to the
transportation of special education pupils;

{b) the resulting one-third amount, except as provided
for joint elementary districts in subsection (2)(e), shall
be the budgeted county transportation reimbursement for
elementary districts and shall be financed by the basic
county tax under the provisions of 20-9-334;

(¢c) the resulting ocne-third amount multiplied by 2
shall be the budgeted county transportation reimbursement
amount for high school districts financed under the
provisions of subsection {S) of this section, except as
provided fqr joint high schoal districts in subsection

(2){e), and except that the county transportation
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reimbursement for the transportation of special education
pupils under the provisions of 20-7-442 shall be one-third
of the schedule amount attributed to the transportation of
special education pupils; -

(d) when the district has a sufficient amount of cash
for reappropriation and other sources of district revenue,
as determined in subsection (3), to reduce the total
district obligation for financing to zero, any remaining
amount of such district revenue and cash reappropriated
shall be used to reduce the county financing obligation in
subsections (2)(b) or (2){c) and, if such county financing
cbligations are reduced to zero, to reduce the state
financial obligation in subsection (2){a}; and’

{e} the county revenue requirement for a joint
district, after the application of any district moneys under
subsection (2)(d} above, shall be prorated to each county
incorporated by the joint district in the same proportion as
the ANB of the joint district 1is distributed by pupil
residence in each such county.

(3) The total of the moneys available for the
reduction of property tax on the district for the
transportation fund shall be determined by totaling:

(a) anticipated federal moneys received under the
provisions o©of Title I of Public Law 81-874 or other

anticipated federal moneys received in lieu of such federal

-153- SB 469

N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

5B 0469/02

act; plus

(b) anticipated payments from other districts for
providing school bus transportation services for such
district; plué

(c) anticipated payments from a parent or guardian for
providing school bus transportation services for his child;
plus

(d) anticipated interest to be earned by the
investment of transportation fund cash in accordance with
the provisions of 20-9-213{(4); plus

{e) anticipated revenue from vehicle property taxes
imposed under 61-3-504{2) and £1-3-537; plus

(f} net proceeds taxes for interim production and new
production, as defined in 15-23-601; plus

(g) sales tax and use tax revenue; plus

tgr{h} any other revenue anticipated by the trustees
to be earned during the ensuing school fiscal year which may
be used to finance the transportation fund; plus

th¥{i) any cash available for reappropriation as
determined by subtracting the amount of the end-of-the-year
cash balance earmarked as the transportation fund cash
reserve for the ensuing achool fiscal year by the trustees
from the end-of-the-year cash balance in the transportation
fund. Such cash reserve shall not be more than 20% of the

final transportation fund budget for the ensuing school

-154- SB 469



[Z 2

["- 2N - "R S -

10
11
12
13
14
15
16
17
1g
19
20
21
22
23
24

25

SB 0469/02

fiscal year and shall be for the purpose of paying
transportation fund warrants issued by the district under
the final transportation fund budget.

(4) The district levy requirement for each district's
transportation fund shall be computed by:

(a) subtracting the schedule amount calculated in
subsection (1) from the total preliminary transportation
budget amount and, for an elementary district, adding such
difference to the district obligation to finance one-third
of the schedule amount as determined in subsection (2); and

(b) subtracting the amount of moneys available to
reduyce the property tax on the district, as determined in
subsection (3), from the amount determined in subsection
{4)(a) above,

{5) The county levy requirement for the financing of
the county transportation reimbursement to high school
districts shall be computed by adding all such requirements
for all the high school districts of the county, including
the county's obligation for reimbursements in joint high
schocl districts.

(6) The transportation fund levy requirements
determined in subsection (4) for each district and in
subsection (S) for the county shall be reported to the
county commissioners on the second Monday of August by the

county superintendent as the transportation fund levy
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requirements for the district and for the county, and such
levies shall be made by the county commissioners in
accordance with 20-9-142."

Section 135. section 20-15-311, MCA, is amended to
read:

*20-15-311. Funding sources. The annual operating
budget of a community college district shall be [financed
from the following sources:

(1) the estimated revenues to be realized from student
tuition and fees, except those related to community service
courses as defined by the board of regents;

{(2) a mandatory mill levy on the community college
district;

{3) the 1-mill adult education levy authorized under
provisions of 20-15-305;

(4) the state general fund appropriation;

(5) an optional voted levy on the community college
district that shall be submitted to the electorate in
accordance with general school election laws;

(6) all other income, revenue, balances, or reserves
not restricted by a source outside the community college
district to a specific purpose;

{(7) income, revenue, balances, or reserves restricted
by a source outside the community college district to a

specific purpose. Student fees paid for community service
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courses as defined by the board of regents shall be
considered restricted to a specific purpose:;

(8) income from a political subdivision that is
designated a community college service region under
20-15-241; and

{9) sales tax and use tax revenue.®

Section 136. Section 20-16-202, MCA, is amended to
read:

*20-16-202. Sources of Einancing for
vocational-technical center budgets —-- distribution of
funds. (1) The total of the budgets approved by the board of
regents shall constitute the total maximum approved
statewide vocational-technical center system budget which
shall be financed as follows:

(a) The primary source of financing is to be those
funds specifically designated by legislative enactment or
teferendunn by the peopie for financing vocational-technical

education in Montana, including sales tax and use tax

revenue.

{b) The board of county commissioners of each county
in which a designated vocational-technical center is located
shall levy a tax in each calendar year of 1 1/2 mills on the
dollar of all taxable property, real and perscnal, within
the county to raise the amount appropriated by the

legislature for the support and maintenance of the
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vocational-technical center system. The tax is to be
effective for property tax years beginning on or after
January 1, 1987. It is the intent of this subsection (1}(b)
that the county commissioners shall levy this tax for fiscal
year 1988 operation of the vocational-technical system and
thereafter.

(c) Designated wvocational-technical centers shall be
eligible to receive such funds from the federal government
as the board of regents may provide pursuant to applicable
acts of conqress:

(2) The board of regents shall direct the distribution
of the funds specified in subsection (1) on the basis of the
budgets approved by the board of regents. The funds earned
by the mill 1levy specified in subsection (1)(b) shall be
credited to the vocational-technical center account in the
unrestricted subfund of the current fund in the state
treasury."

Section 137. Ssection 23-5-1027, MCA, is amended to
read:

*23-5-1027. Disposition of revenue. (1) (a) As near as
possible to 45% of the money paid for tickets or chances
must be paid out as prize money, except as provided in
subsection (1){b).

(b) In the case of a regional lottery game, a maximum

of 50% of the money paid for tickets or chances may be paid
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out as prize money.

{2) Up to 15% of the gross revenue from the state
lottery may be used by the director to pay the operating
expenses of the state lottery. Commissions paid to lottery
ticket or chance sales agents are not a state lottery
operating expense.

(3) Funds to pay the operating expenses of the lottery
are statutorily appropriated as provided in 17-7-502.

{4) That part of all gross revenue not used for the
payment of prizes, commissions, and operating expenses is
net revenue and must be paid quarterly from the enterprise
fund established by 23-5-1026 to the superintendent--of
public—-instruction--fer-distribution-as-equatization-aid-te
the-retirement—fund-obligations--of state special revenue

fund for state equalization aid provided for in 20-9-343 for

equalization of the foundation program for elementary and

high school districts tn-the-manner-provided--in--20-%-532."

Section 138. section 33-7-407, MCA, is amended to
read:

*33-7-407. Taxes. Every society organized or licensed
under this chapter is hereby declared to be a charitable and
benevolent institution, and all of its funds shall be exempt
from all and every state, county, district, municipal, and
school tax other than taxes on reat--sstate--and--cffice

equipment gross receipts taxable under the sales tax and use
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tax and taxes on property subject to taxation under Title

Section 139. sSection 61-3-501, MCA, is amended to
read:
"61-3-501. When vehicle taxes and fees are due. (1)

Property All taxes, new-car—taxes;-and-fees except INCLUDING

sales taxes and use taxes paid at the time of purchase, AND

FEES must be paid on the date of registration or
reregistration of the wvehicle.

{2) If the anniversary date for reregistration of a
vehicle passes while the vehicle is owned and held for sale
by a licensed new or used car dealer, property taxes abate
on such vehicle properly reported with the department of
revenue until the vehicle is seold and thereafter the
purchaser shall pay the pro rata balance of the taxes due
and owing on the wvehicle.

(3) In the event a vehicle's registration period is
changed under 61-3-315, all taxes and other fees due thereon
shall be prorated and paid from the last day of the old
period until the first day of the new period in which the
vehicle shall be registered. Thereafter taxes and other fees
must be paid from the first day of the new period for a
minimum period of 1 year. When the change is to a later
tegistration period, taxes and fees shall be prorated and

paid based on the same tax year as the original registration
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period, Thereafter, during the appropriate anniversary
registration period, each vehicle shall again register or
reregister and shall pay all taxes and fees due thereon for

a lZ2-month period.”

SECTION 140, SECTION 61-3-502, MCA, IS AMENDED TO

READ:

*"§1-3-502, Sales tax on new motor vehicles -
exemptions, (1) In consideration of the right to use the
highways of the state, there is imposed a tax upon all sales
of new motor vehicles, excluding trailers, semitrailers, and
housetrailers, for which a license is sought and an original
application for title is made. The tax shall be paid by the
purchaser when he applies for his original Montana license
through the county treasurer.

{2) Bxeept-as—provided--in-—subseetion--t4}7—-the The
sales tax shali-bes

tat——-1-3/2% is 4% of the f.o.b. factory list price or
f.o.b. port-of-entry list pricej-during-the-first-quarter-of
the-year-or-for-a-regiseration-period-other-than-a--catendar
year-or-caltendar-quarters

tbi-—-1-1p0%-of~the—itist-price-during-che-second-quarter
of-the-year;

tey—-3f4-of-1%-during-the-third-quarter-of-the-years
+4)y--3/B--of--1%-during-the-fourth-quarter-of-the-years

$3}—-1f-the-manufasturer-or-importer—faits--to--furnish
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the-—fzorhr-~factory-iint-price-or-f;0sb--port-of-entry-iist
pricey—the-department-may-use—published-price-tistss

t4y--The-new-car-sates-tar-en-vehicltes-subjece—-to--the
provisions--of--63-3-313--khraugh--61x-3-316-ia-t-1/2h-of-the
frorbr-factory-tist-price-ar-frorthr-poart-cf-entry-tist-price
regardiess——af--the--month—-in--which--the--new--vehiele--is
purechased.

€5%(3) The proceeds from this tax shall be remitted to
the state treasurer every 310 days for credit as follows:

fay 32.5% to the state highway account of the state
special revenue fund; and

{b) 67.5% to the sales tax and use tax account

described in [section 75}.

t63{4) The new vehicle 1is not subject toc any other
assessment, fee in lieu of tax, or tax during the calendar
year in which the original application for title is made.

€#¥+(5} (a) The applicant for original registration of
any new and unused motor vehicle, or a new motor vehicle
furnished without charge by a dealer to a school district
for use as a traffic education motor vehicle by a school
district operating a state-approved traffic education
program within the state, whether or not previously licensed
or titled to the school district (except a mobile home as

defined in 15-1-101(1)}, acquired by original contract after

January 1 of any year, is required, whenever the vehicle has
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not been othervwise assessed, to pay the motor vehicle sales
tax provided by this section irrespective of whether the
vehicle was in the state of Montana on January 1 of the
year.

(b} Ko motor vehicle may be registered or licensed
under the provisions of this =subsection unless the
application for registration is accompanied by a statement
of origin to be furnished by the dealer selling the vehicle,
ghowing that the vehicle has not previously been registered
or owned, except as otherwise provided herein, by any
person, f£irm, corporation, or association that is not a new
motor vehicle dealer holding a franchise or distribution
agreement from a new car manufacturer, distributor, or
importer.

¢83({6) (a) Motor vehicles operating exclusively for
transportation of persons for hire within the limits of
incorporated cities or towns and within 15 miles from such
limits are exempt from subsection (1}.

{b} Motor vehicles brought or driven imto Montana by a
nonresident, migratory, bona fide agricultural worker
temporarily employed in agricultural work in this state
where those motor vehicles are used exclusively for
transportation of agricultural workers are also exempt £from
subsection (1).

(¢) Vehicles 1lawfully displaying a licensed dealer's
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plate as provided in 61-4-103 are exempt from subsection (1)
when moving to or from a dealer's place of business when
unloaded or loaded with dealer's praperty only, and in the
case of vehicles having a gross loaded weight of less than
24,000 pounds, while being demonstrated in the course of the
dealer's business."

NEW SECTION. Section 141. Taxable percentage rates —-
restrictions on increasing. The taxable percentage rates
provided in this part, except the percentage rate "R" in
15-6-145 or 15-6-147, may be increased only if the increase
is:

(1) adopted by vote of two-thirds of the members of
each house of the legislature; or

{(2) approved by the electorate.

NEW SECTION. Section 142. sales tax rates AND CREDITS
—— restricticn-—on-inereasing RESTRICTIONS. (1) A sales tax
rate or use tax rate imposed in [section 2] may be increased
only if the increase is approved by the electorate.

{2) THE INCOME TAX CREDIT FOR SALES TAX PAID PROVIDED

IN {SECTION 71] MAY BE DECREASED QNLY IF THE DECREASE IS

AFPPROVED BY THE ELECTORATE.

NEW SECTION. Section 143. Dpefinitions. As used in

[sections 139 through 146}, the following definitions apply:
(1) "County" means any county government, excluding

those classified as consclidated governments.
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{2) "Incorporated population™ means the number of
persons residing within the boundaries of a municipality.

(3) "Mill wvalue" means the amount of revenue that can
be raised within a county or municipality by levying 1 mill.
It is determined by multiplying a county's or municipality's
taxable valuation by 0.001.

{4) "Municipality"” means an incorporated city, town,
or city-county consolidated government.

(5) ‘"Unincorporated population" means the number of
persons not residing within a municipality,

NEW SECTION. Section 144. Local government block
grant account. (1) There is a local government block grant
account within the state special revenue fund.

(2) Fﬁnds in this account must be wused to provide
payments from the local government block grant program to
counties and municipalities.

{3) The 11% of the sales tax and use tax revenue that
is distributed under [section 75(1l)(b)(iii)] must be
deposited in the account.

. NEW _SECTION. Section 145. rLocal government block
grant program. (1) The department of commerce shall
administer the local government block grant program and
distribute funds from the 1local government block grant
account.

(2} The 1local government block grant program is
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comprised of:
{a) a block grant for counties; and

{b} a block grant for municipalities.

NEW SECTION. Section 146. pivision of block grant
funds. The division of funds within the local government
block grant account is as follows:

(1) The block grant for counties must be funded from
the percentage of funds deposited in the account that equals
the ratio of the unincorporated population to the state
population.

{2) The block grant for municipalities must be funded
from the percentage of funds deposited in the account that
equals the ratio of the incorporated population to the state
population.

NEW SECTION. Section 147. bistribution of block grant
funds to counties. Funds in the block grant account for
counties must be distributed as follows:

(1) One-half of each county's share is determined by
the ratic of the county's population to the total county
population in the state.

(2) One-half is distributed according to the following
formula in which CMV = average mill value per capita of all
counties, IMV = individual county mill value per capita, ICP

= individual county population, and CG = 1/2 total county

grant:
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CMV X ICP = county tax base factor(TBF)
NV

CG X individval county TBF = 1/2 individual county

sum of all county TBFs share

NEW SECTION. Section 148. bpistribution of block grant
funds to municipalities. (1) The block grant for
municipalities is divided into the city/town category and
the consolidated category.

{2) The consalidated category must receive a
percentage of the total municipal grant as determined by the

following formula in which PCG = population of consolidated

governments, UP = unincorporated population, TSP = total

stated population, and TSMP = total state municipal

population:

PCG_+ {PCG X UP/TSP) = consclidated category percentage
TEMP

{3) The city/town and consolidated categories must be
distributed as follows:

{a) One-half of each municipality's share is
determined by the ratic of the municipality's population to
the total municipal population of that category.

{b) One-half is distributed according to the following
formula in which MVPC = average mill value per capita for

all municipalities within each category, IVC = individual

municipality mill value per capita, IMP = jindividyal
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municipality population, and CG = 1/2 total grant for each
category:

MVPC X IMP = municipal tax base factor (TBF)

Ive

CG X individual municipality TBF = 1/2 individual

sum of all municipality TBFs municipality

share

NEW SECTION. Section 149. PpPopulation and  taxable
valuation figures to be used. (1) Population figures used in
{sections 139 through 144) must be the most recent figures
as determined by the department of commerce.

(2) Mill wvalues used in [sections 139 through 144]
must be the most recent taxable valuation figures ag
determined by the department of revenue for the fiscal year
in which payments will be made.

NEW SECTION. Section 1580. pisposition and use of
funds. (1) Disbursements £frem the local government block
grant account must be made on June 30, 1991, and on June 30
of each succeeding year.

(2) One-half of each disbursement must be used to
reduce the local government's general fund mill levy, and
one-half of the disbursement may be used for any purpose
authorized by law, 7

NEW SgcTioN. Section 151. Submission to electorate.

The guestion of whether sections 1 through 146 and 149 of
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this act will become effective shall be submitted to the
qualified electors of Montana at the election called
pursuant to section 146 by printing on the ballot the full
title of this act and the following:

[JPOR imposing a 4% sales tax and use tax, to be used
approximately as follows:

s 35% for state funding of public education, to reduce
local property taxes;

e 103 for higher education;

e 21% to reduce residential, personal, and commercial
property taxes;

e 3.5% to reduce municipal and county property taxes;

e 3.5% new revenue for muncipal and county
governmenkts;

a 12,.5% for refunds to low-income Families; and

e the remainder to be deposited in the state general
fund,

{] AGAINST imposing a 4% sales tax and use tax, to be
used approximately as follows:

e 35% for state funding of public education, to reduce
local property taxes;

e 10% for higher education;

® 21% to reduce residential, personal, and commercial
property taxes;

® 3.5% to reduce municipal and county property taxes;
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e 1.5% new revenue for municipal and county
governments;

e 12.5% for refunds tc low-income families; and

@ the remainder to be deposited in the state general
fund.

NEW SECTION. Section 152, special election. Pursuant
to Article III, sections 5 and 6, of The Constitution of the
State of Montana, {sections 1 through 146 and 149] shall be
submitted to the qualified electors of Montana for their
approval or disapproval at a statewide election to be held
November 7, 1989.

NEW SECTION. Section 153. Repealer. Sections 15-6-136
through  15-6-140, 15-6-142 through 15-6-144, 15-6-146,
15-6-148, 15-6-149, 15-6-153, 15-6-154, 20-9-501, 20-9-531,

and 20-9-532, MCA, are repealed.

NEW SECTION, Section 154. cCodification instruction.
(1) [Sections 1 through 68, 74, 75, and 138) are intended
to be codified as an integral part of Title 15, and the
provisions of Title 15 apply to [sections 1 through 68, 74,
75, and 138]).

{2) [Sections 69 through 73] are intended to be
codified as an integral part of Title 15, chapter 30, and
the provisions of Title 15, chapter 30, apply to [sections

69 through 73).

{3) [Sections 76 and 137] are intended to be codified
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as an integral part of Title 15, chapter 6, part 1, and the
provisions of Title 15, chapter &, apply to [sections 76 and
137].

{4) [Secticn 107] is intended to be codified as an
integral part of Title 20, chapter 25, and the provisions of
Title 20, chapter 25, apply to [section 107].

t5¥-—-{Sections-—-139-—-through--146}-—are--intended-to-be
codified-an-an-integrei-part-of-Fitie-F;-chapter-6y-and--the
provisions—-of--Pitie~--Fy——chapter-6;-appiy-to-itsectionas-13%
through-146}=-

NEW SECTION. Section 155. cCoordination instruction,
If--ftthis--act}--passes—and--Senate-piii-No--463-faits;-the
sates-tax-rate—imposed-in-faecction-2-of-this-acti-is-I%7-and
wherever—-the-saies-tax-of-4%-appears-in-fthis-acti;-it-——must

be--changed-~te-~3%< (1) IF [THIS ACT) IS APPROVED AT THE

ELECTION HELD PURSUANT TO [SECTION 152] AND SENATE BILL HNO.

287 IS PASSED AND APPROVED, SENATE BILL NO. 287 IS VOID.

(2) IF EITHER SENATE BILL NO. 463 OR BOUSE BILL NO.

664 IS NOT PASSED AND APPROVED, NO REFERENDUM MAY BE HELD ON

[(THIS ACT] AND [THIS ACT] 1S VOID.

NEW SECTION. Section 156. 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]}.

NEW SECTION. Section t57. Severability, If a part of
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[this act] i3 invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of [this
act} is invalid in one or more of ity applications, the part
remains in effect in all valid applications that are
severablie from the invalid applications.

NEW SECTION. Section 158. Saving clause. ([This act]
does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were begun before
[the effective date of this act].

NEW_SECTION. Section 159. Effective dates. (1) Except
as provided in subsections (2) and (3), [this act] is
effective on approval by the electorate.

{2) [Sections 147, 148, and this section) are
effective on passage by the legislature.

{3) [Section 149} is effective December 31, 1990.

NEW SECTION. Section 160. applicability. (1)
{Sections 1 through 75 and 139 through 146} are applicable
on and after July 1, 1990.

{2) [Sections 76 through 136} apply to taxable years,
fiscal years, and school fiscal years beginning after
December 31, 1989. However, all taxes, levies, fees,
assessments, and the like levied in 1989 for fiscal year

1990 must be paid and are collectible as provided by law.

NEW SECTION. SECTION 161. sSPECIAL INSTRUCTION TG CODE

COMMISSIONER. THE CODE COMMISSIONER IS INSTRUCTED TOQ MAKE
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THE NECESSARY CHANGES TO THE INTERNAL REFERENCES CAUSED BY

THE ADDITION OF ANY SECTION TO [THIS ACT] OR THE DELETION OF

ANY SECTION FROM [THIS ACT].

-End~
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SENATE BILL NO. 46%

INTRODUCED BY CRIPPEN, BRADLEY, ECK, RAMIREZ

A BILL FOR AN ACT ENTITLED: "AN-AE? THE EDUCATION AND TAX

REFORM ACT; PROVIDING FOR A 4 PERCENT SALES TAX AND USE TAX;
PROVIDING FOR CERTAIN DEDUCTIONS AND EXEMPTIONS FROM THE
TAX; GENERALLY REVISING THE CLASSIFICATION OF PROPERTY FOR
PROPERTY TAX PURPOSES; PROVIDING PROPERTY TAX RELIEF;

EXEMPTING THE FIRST $15,000 OR LESS OF MARKET VALUE OF

SINGLE-FAMILY RESIDENCES OF MONTANA RESTDENTS FROM PROPERTY

TAXATION; REVISING LOCAL GOVERNMENT BONDING AND DEBT LIMITS;
PROVIDING CREDITS AGAINST OR REFUND OF INDIVIDUAL INCOME TAX
LIABILITY; PROVIDING FOR THE DISTRIBUTION OF THE REVENUE
FROM THE SALES TAX AND USE TAX; REPEALING COUNTY MILL LEVIES

FOR TEACHER RETIREMENT; LINKING THE IMPOSITION OF A

STATEWIDE SALES TAX TO STATE INCOME TAX REFORM; AMENDING

SECTIONS 7-1-2111, 7-3-1321, 7-6-2211, 7-6-4121, 7-6-4254,
?-7-107, 7-7-108, 7-7-2101, 7-7-2203, 7-7-4201, 7-7-4202,
7-13-4103, 7-14-236, 7-14-2524, 7-14-2525, 7-14-4402,
7-16-2327, 7-16-4104, 7-31-106, 7-31-107, 7-34-2131,
15-1-101, 15-6-133 THROUGH 15-6-135, 15-6-201, 15-6-207.

15-8-111, 15-8-205, 15-10-402, 15-10-411, 15-10-412,

15-16-611, 15-16-613, 15-24-301, 15-24-1102, 15-24-1103,
17-3-213, 19-4-605, 19-11-503, 19-11-504, 20-3-106,

20-3-324, 20-5-305, 20-5-312, 20-9-141, 20-5-201, 20-9-212,
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20-9-301, 20-9-331, 20-9-333, 20-9-343, 20-9-352, 20-9-406,
20-9-407, 20-9-502, 20-10-144, '20—15*311, 20-16-202,
23-5-1027, 33-7-407, ANB 61-3-501, AND 61-3-502, MCA;
REPEALING SECTIONS 15-6-136 THROUGH 15-6-148, 15-6-142
THROUGH 15-6-144, 15-6-146, 15-6-148, 15-6-14%, 15-6-153,
15-6-154, 20-9-501, 20-9—531..AND 20-9-532; PROVIDING THAT
CERTAIN SECTIONS OF THIS ACT BE SUBMITTED TO THE QUALIFIED
ELECTORS OF THE STATE OF MONTANA: AND PROVIDING EFFECTIVE

DATES AND APPLICABILITY DATES."

STATEMENT OF INTENT

A statement of intent is reguired for this bill because
the department of revenue is granted authority to adopt
rules for the administration and enforcement of the sales
tax and use tax. The rules are intended to provide for an
efficient process for the collection of the taxes, with
minimum expense to both the taxpayer and the state.

The legislature contemplates that rules adopted by the
department should, at a minimum, address the following:

(1) the registration and issuance of permits to
persons engaging in the business of retail sales and
services;

{2) the reporting form for the payment of the taxes,
along with the requirements for the retention by the

taxpayers of the necessary records;

-2- SB 469
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(3) the required gsecurity and the acceptable forms of
security for those taxpayers required to give security for
payment of the taxes;

(4) the use of the nontaxable transaction certificate
and clarification of any exemption from or deduction of the
taxes;

(3) the necessary forms and the required procedures
for reporting the taxes; and

{6} the definition of terms and establishment of

procedures as appropriate for efficient administration of

the sales tax and use tax,

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

NEW SECTION. Section 1. Definitions. For purposes of
[sections 1 through &8 and 74}, unless the context requires
otherwise, the following definitions apply:

(1) *"Buying", “selling”, “"buy", "sell", or "sale"
means the transfer of property for consideration or the
performance of a service for consideration.

{2) "Construction" means:

(a) the building, altering, repairing, or demolishing
in the ordinary course of business of any:

(i} road, highway, bridge, parking area, or related
project;

(i1) building, stadium, or other structure;
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{iii) airport, subway, or similar facility;

(iv) park, trail, athletic field, golf course, or
similar facility;

{v) dam, reservoir, canal, ditch, or similar facility;

{vi) sewage or water treatment facility, power
generating plant, pump station, natural gas compressing
station, gas processing plant, cecal gasification plant,
refinery, distillery, or similar Ffacility;

{vii) sewage, water, gas, or other pipeline;

{viii) transmission line;

(ix) radio, television, or other tower;

(x) water, o0il, or other storage tank;

{xi) shaft, tunnel, or other mining appurtenance; or

(xii) microwave station or similar facility;

{b) the leveling or clearing of land;

(c) the excavating of earth;

{d) the drilling of wells of any type, including
seismograph shot holes or c¢ore drilling; or

{e} any similar work.

{3) "“Department" means the department of revenue.

{4) “Engaging in business" means carrying on or
causing to be carried on any activity with the purpose of
direct or indirect benefit.

(5} "Food product for human consumption”:

(a)} means food for domestic home consumption as
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defined in 7 U.S.C. 2012(g), as amended, for purposes of the
federal food stamp program as defined in 7 U.S.C. 2012(h),
as amended; and

{b) does not mean or include:

(i) medicines or preparations, in liquid, powdered,
granular, bottled, capsule, lozenge, cor pill form, sold as a
dietary supplement or adjunct not prescribed by a licensed
physician;

{ii) carbonated water marketed in containers;

{iii} chewing qum;

(iv) candies or confectioneries; or

{v) seeds and plants to grow foods.

[6) {a) "Gross receipts", in addition to the other
meanings provided in this subsection (6), means the total
amount of money or the value of other consideration received
from selling property in Montana, from leasing property used
in Mcntana, or from performing services in Montana. The term
includes all receipts from the sale of tangible personal
property handled on consignment but excludes cash discounts
allowed and taken and any type of time-price differential.

(b) In an exchange in which the money or other
consideration received does not represent the value of the
property or service exchanged, gross receipts means the
reasonable value of the property or service exchanged.

{c) (i) Except as provided in [section 54], when the
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sale of property or services 1s made under any type of
charge or conditional or time-sales contract or the leasing
of property is made under a leasing contract, the seller or
lessor shall treat all receipts, excluding any type of
time-price differential, under such contracts as gross
receipts at the time of the sale.

{ii) If the seller or lessor transfers his interest in
any such contract to a third perscon, the seller or lessor
shall pay the sales tax or use tax upon the full sale or
leasing contract amount, excluding any type of time-price
differential.

{d) Gross receipts includes all amounts paid by
members of a cooperative association or similar crganization
for sales or leases of personal property or performance of
services by the organization.

{7) "Lease™ or "“leasing" means an arrangement in
which, for consideration, property is used for or by a
person other than the owner of the property.

(8) "Manufacturing* means combining or processing

components or materials, INCLUDING THE PROCESSING FOR OQRES

IN A MILL, SMELTER, REFINERY, OR REDUCTION FACILITY, to

increase their value for sale in the ordinary course of
business. The term does not include construction.
{9) "Medical services" means a service:

(a) performed by a person licensed to practice
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medicine, osteopathy, dentistry, podiatry, optometry,

chiropractic, or psychology OR LICENSED AS A MENTAL HEALTH

PROFESSIONAL OR CHEMICAL DEPENDENCY COUNSELOR as a regular

part of his business activities; and

(b) applied externally or internally to the human body
or mind for the diagnosis, cure, mitigation, treatment, or
prevention of disease.

(10} "Medicine" or "drug" means and includes any
substance or preparation that is:

(a) intended for use by external or internal
application to the human body or mind in the diagnosis,
cure, mitigation, treatment, or prevention of disease; and

(k) reqguired by law or regulation to be prescribed by
a person licensed to prescribe such medicine or drug.

[11) "Permit" means a seller's permit as described in
[section 451,

{12) "Person" means:

{a) an individual, estate, trust, receiver,
cooperative association, <¢lub, corporation, company, firm,
partnership, joint venture, syndicate, or other entity,
including any gas, water, or electric utility owned or
operated by a county, municipality, or other political
subdivision of the state; or

(b) the United States or any agency or instrumentality

of the United States or the state of Montana or any
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political subdivision of the state.

(13) "Sales tax" and "use tax" mean the applicable tax
imposed by [section 2).

{14) {a) "Service" means an activity that is engaged in
tor another person for consideration and that is
distinguished from the sale or lease of property. The term
includes:

(1) activities performed by a person for its members
or shareholders: and

{ii) construction activities and all tangible personal
property that will become an ingredient or component part of
a construction project.

{b) In determining what a service is, the intended
use, principal objective, or ultimate objective of the
contracting parties is irrelevant.

{15} "Therapeutic and prosthetic devices” includes but
is not limited to prescription eyeglasses, contact lenses,
dentures, or artificial 1limbs, prescribed or ordered by a
person licensed to perform medical services.

(16} "Use" or "using" includes use, consumption, or
storage, other than storage for resale or for use solely

cutside this state, in the ordinary course of business.
NEW SECTION. Section 2. Imposition and rate of sales
tax and use tax. (1) Except as provided in subsection (5), a

sales tax of 4% is imposed on all gross receipts, as defined
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in [section 1}, for the privilege of engaging in business in
this state.

(2) Por the privilege of using property in this state,
there is imposed on the person using the property a use tax
equal to A% of the value of the property that was:

{a) manufactured by the perscon using the property in
this state;

{b) acquired outside this state as the result of a
transaction that would have been subject to the sales tax
had it occurred within this state; or

{c) acquired as the result of a transaction that was
not initially subject to the sales tax imposed by subsection
(1) or the use tax imposed by subsection (2)(b) but which
transaction, because of the buyer's subsequent use Of the
property, is subject to the sales tax or use tax.

{3) PFor the privilege of using services rendered in
this state, there is imposed on the person using such
services a use tax equal to 4% of the value of the services
at the time at which they were rendered. Services taxable
under this section must have been rendered as the result of
a transaction that was not initially subject to the sales
tax or use tax but that, because of the buyer's subsequent
use of the service, is subject to the sales tax or use tax.

(4) For purposes of this section, the wvalue of

property must be determined as of the time of acquisition,
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introduction inte this state, or conversion to use,
whichever is later.

{5) A sales tax of 2-1/2% 4% is imposed on the gross
receipts from the sale of any new motor wvehicle subject to
the provisions of 61-3-502. Phe-total-cf-the-tax-impesed-in
ehits-subsection-and-the-tax--impesed-—in--61-3-562--may——noe
exceed-#%<

NEW SECTION. Section 3. Presumption of taxability ——
value. (1) In order to prevent evasion of the sales tax or
use tax and to aid in its administration, it is presumed
that:

{a) all receipts of a person engaging in business are
subject to the sales tax or use tax; and

{b) all property bought or sold by any person for
delivery into this state is bought or sold for a taxable use
in this state.

{2) In determining the amount of tax due on the use of
property or services, it is presumed, in the absence of
preponderant evidence of another value, that value means the
total amount o©f property or the reasonable value of other
consideration paid for the use of the property or service,
exclusive of any type of time-price differential. However,
in an exchange in which the amount of money paid does not
represent the wvalue of the property or service purchased,

the use tax must be imposed on the reasonable value of the
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property or service purchased.

NEW SECTION. Section 4. Separate statement of tax.
(1) 1f the sales tax or use tax is stated separately on the
books of the seller or lessor and the total amount of tax
stated separately onh transactions within the reperting
period is in excess of the amount of sales tax or use tax
otherwise payable on those transactions, the excess amount
of tax otherwise payable and stated on the transactions
within the reporting period must be included in gross
receipts.

(2) If the sales tax or use tax is not stated
separately on transactions, the gross receipts for sales tax
and use tax purposes ianclude the total amounts received,
with no deduction for the sales tax or use tax.

NEW SECTION. Section 5. Liability of user for payment
of use tax. {1) A person in this state who uses property is
liable to the state for payment of the use tax if the tax is
payable on the value of the property but has not been paid.

{2) The liability imposed by this section is
discharged if the buyer has paid the use tax to the seller
for payment to the department.

NEW secTioN. Section B. Agents for collection of
sales tax and use tax -- severability. (1} (a} AR person who
performs or attempts to perform an activity within this

state that attempts to exploit this state's markets, who
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sells property or services for use iq this state, and who is
not subject to the sales tax or use tax on receipts from
these sales shall collect the sales tax or use tax from the
buyer and pay the tax collected to the department.

{b) “Activity", for the purposes of this section,
includes but is not 1limited to engaging in any of the
following in this state:

(i) maintaining an office or other place of business
that solicits orders through employees or independent
contractors;

{ii) canvassing;

{iii) demonstrating:

{iv) collecting money;

(v} warehousing or storing merchandise;

(vi) delivering or distributing products as a
consequence of an advertising or other sales program
directed at potential customers;

(vii) soliciting orders for tangible personal property
by means of a telecommunication or television shopping
system that utilizes toll-free numbers and that is intended
to be broadcast by cable television or other means to
censumers in this state;

[viili) soliciting orders, pursuant to a contract with a
broadcaster or publisher located within this state, for

tangible personal property by means of advertising
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disseminated primarily to consumers located in this state
and only secondarily to bordering jurisdictions;

{ix) soliciting orders for tangible personal property
by mail if the solicitations are substantial and recurring
and if the person engaging in such activity benefits from
any banking, financing, debt collection, telecommunication,
or marketing activities occurring in this state or benefits
from the location in this state of authorized installation,
servicing, or repair facilities; or

{x) soliciting orders, pursuant to a contract with a
cable television operator located in this state, for
tangible property by means of advertising transmitted or
distributed over a cable television system in this state.

{(2) To ensure the orderly and efficient cecllection of
the tax imposed by [sections 1 through 68 and 74], 1if any
application of this section is held invalid, the section's

application to other situations or persons is not affected,.

NEW SECTION. Section 7. Nontaxable transaction
certificate —— requirements. {1) A nontaxable transaction
certificate executed by a buyer or lessee must be in the
possession of the seller or lessor at the time a nontaxable
transaction occurs.

(2) If the seller or lessor is not in possession of a

nontaxable transaction certificate within 60 days from the

date notice of the requirement for possession of a
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nontaxable transaction certificate is given to him by the
department, all deductions claimed by him that reguire
delivery of a nontaxable transaction certificate are
disallowed.

{3} A nontaxable transaction certificate must contain
the information and be in the form prescribed by the
department.

{4y Only a buyer or lessee who has registered with the
department and whose permit is not suspended or revoked may
be allowed to execute a nontaxable transaction certificate.

{5) If the seller or lessor accepts a nontaxable
transaction certificate within the required time and
believes in good faith that the buyer or lessee will employ
the property or service transferred in a nontaxable manner,
the properly executed nontaxable transaction certificate is
considered conclusive evidence that the proceeds from the

transaction are deductible from the seller’'s or lesseor's

gross receipts.

NEW SECTION. Section 8. Receipts of government
agencies exempt. (1) Except as provided in subsection {2),
all receipts of the United States or any agency or
ihstrumentality of the United States or of this state or any
political subdivision of this state are exempt from the

sales tax and use tax,

{2) Receipts from the sale of gas, water, or
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electricity by a utility owned or operated by a political
subdivision of the state are subject to the sales tax and

use tax.

NEW SECTION. Section 9. Exemption -- food products.
(1) Except as provided in subsection (2), receipts from
sales of food products for human consumption, as defined in
[section 1({5){a)], are exempt from the sales tax.

{2) The gross receipts from food products sold in the
following manner are subject to the sales tax:

{(a) any food products served as meals on or off the
premises of the retailer;

{b) milk or cream sold as beverages commonly referred
to as milkshakes, malted milks, or any similar beverage;

(¢) food preducts furnished, prepared, or served for
consumption at tables, chairs, or counters or from trays,
glasses, dishes, or other tableware, whether provided by the
retailer or by a person with whom the retaliler contracts to
furnish, prepare, or serve food products to others;

{d} food products sold for immediate consumption on or
near a location at which parking facilities are provided
primarily for the convenience of patrons in consuming the
products purchased at the location, even though such
products are sold on a "takeout”, "tec go“, or "U-bake" order
and are actually packaged or wrapped and taken from the

premises of the retailer;
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(e) food products sold for consumption within a place
that charges an admission fee; or

{(f) food or drink vended by or through machines on
behalf of a vendar.

NEW SECTION. Section 10. Exemption — special
supplemental food program for women, infants, and children.
The receipts from the sale of food purchased under the
special supplemental food program for women, infants, and
children (WIC) as specified in 42 U.S.C. 1786, as amended,

are exempt from the sales tax.

NEW SECTION. Section 11. Exemption -~  PRESCRIBED
medicines, drugs, AND certain devicesy-—-ard -- medical
services, (1) The gross receipts from the sale, BY

PRESCRIPTION FROM A PERSON DESCRIBED IN [SECTION 1(9)(A)},

of medicines, drugs, insulin, and therapeutic and prosthetic
devices are exempt Erom the sales tax.

(2) The gross receipts from the sale of medical
services are exempt from the sales tax.

NEW SECTION. Section 12. Exemption -- wages. The

EXCEPT AS PROVIDED IN [SECTIONS 1 THROUGH 69 AND 75], THE

receipts of an employee from an employer for wages, salary,
commissions, or any other form of remuneration for personal

services are exempt from the sales tax.

NEW SECTION. Section 13. Exemption --  agricultural

products, The receipts of a grower, producer, trapper, or
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nonprofit marketing association from the sale of livestock,
live poultry, vunprocessed agricultural products, hides, or
pelts are exempt from the sales tax. Persons engaged in the
business of buying and selling wool or mohair or of buying
and selling livestock on their own account and without the
services of a broker, auctioneer, or other agent are

considered producers for the purposes of this section.

NEW SECTICN. Section 14, Exemption - livestock
feeding. A person's receipts derived from feeding,
pasturing, penning, or handling or training livestock prior
to sale are exempt from the sales tax.

NEW SECTION. Section 15. Exemption -- used tangible
personal property upon which a sales or use tax has been
paid. The receipts from the sale of used tangible personal
property upon which a tax has been paid pursuant to
[sections 1 through 68 and 74] are exempt from the sales

tax.

NEW SECTION. Section 16. Exemption — vehicles. The
receipts from the sale of any vehicle upon which a tax
pursuant to [sections 1 through &8 and 74] has been paid or
which was purchased prior to [the applicability date of this
act] are exempt from the sales tax, A registration
certificate showing that the vehicle was registered in this
state prior to [the applicability date of this act] is

conclusive proof that it was purchased before it was subject
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to taxation under [sections 1 through 6B and 74) and is

exempt under this section.

NEW SECTION. Section 17. Exempticn -- certain mobile
homes. Receipts from the resale of a mobile home may be
deducted from gross receipts if the sale is of a mobile home
that was subject to the sales tax or use tax upon its
initial sale or use in this state or was initially sold or
used in this state prior to [the applicability date of this
act]. The seller shall retain and furnish proof satisfactory
to the department of either of the following:

(1) that the sales tax or use tax was paid upon the
initial sale or use in this state of the mobile home. In the
absence of such proof, it is presumed that the tax was not
paid.

(2} that a Montana certificate of title was issued for
a mobile home prior to {the applicability date of this act].
The certificate is proof that the mobile home was initially
sold or used in this state prior to [the applicability date
of this act] and that the mobile home is exempt under this

section.

NEW SECTION. Section 18. Exemption - insurance
companies. The receipts of an insurance company or any of
its agents from premiums are exempt from the sales tax.

NEW SECTION. Section 19. Exemption -- dividends and

interest. The following are exempt from the sales tax:
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(L) interest on money lcaned cor deposited:

(2) dividends or interest from stocks, bonds, or
securities; and

(3) proceeds from the sale of stocks, bonds, or
securitlies.

NEW SECTION. Section 20. Exemption -- fuel. The
receipts from the sale of gasoline or ethanol blended for
fuel on which the Montana gascline tax has been paid under
Title 15, chapter 70, are exempt from the sales tax and use
tax.

NEW SECTION. Section 21. Exemption =-- isolated or
occasional sale or lease of property or services. The
receipts from the isolated or occasional sale or lease of
praperty or from the performance of a service by a person
who is not regularly engaged in or who does not represent
himself as engaged in the business of selling or leasing the
same or a similar property or service are exempt from the
sales tax.

NEW SECTION. Section 22. Exemption -- oil, gas, and
mineral interests. The receipts from the sale or lease of
©0il, natural gas, or mineral interests are exempt from the
sales tax.

NEW SECTION. Section 23. Exemption -- ainerals --
exception. (1) The receipts Ffrom the sale or use of a

mineral as defined in 15-38-103 are exempt from the sales
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tax and use tax.

(2} Minerals refined, reduced, polished, cut., faceted,
or otherwise processed for the purpose of being used as or
integrated into jewelry, art, or sculpture or as a
decorative embellishment or adornment, either in their own
right or in combination with other property, are not
included in the exemption provided in this section.

NEW SECTION. Section 24. Exemption -- property of
certain governmental agencies. (1) The use of property by
the United States or any agency or instrumentality of the
United States or by this state or any political subdivision
of this state is exempt from the use tax.

{2} The use of property by the governing body of an
indian tribe on a federally recognized Indian reservation is

exempt from the use tax.

NEW SECTION. Section 25. Exemption — personal
effects. The use by an individual of personal o©r household
effects brought into the state for the establishment by him
of an initial residence in this state and the use of
property brought into the state by a nonresident for his own

nonbusiness use while temporarily within this state are

exempt from the use tax.
NEW SECTION. Section 26. Exemption -- SUBSCRIPTIONS

T~ advertising services. (1} THE GROSS RECEIPTS FROM THE

SALE OF SUBSCRIPTIONS TO NEWSPAPERS, MAGAZINES, AND ALL
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OTHER PRINTED MATERIAL ARE EXEMPT FROM THE SALES TAX.

{(2) The gross receipts from the sale of advertising
services, including the actual creation or development of
the advertising, are exempt from the sales tax. For the
purpeose of this section, "advertising services" includes but
is not limited to all advertising by:

t+¥(A) newspaper, magazine, or other publication;

+23(B} radio or television:

t33(C)} billboard, banner, sign, placard, and the like;

+43{D) handbill; or

t57{E} any other advertising means, media, or method.

NEW SECTION. Section 27. Deduction - sale of
tangible personal property for resale. Receipts from the
sale of tangible personal property may be deducted from
gross receipts if:

(1) the sale is made to a buyer who delivers a
nontaxable transaction certificate to the seller; and

(2) the buyer resells or plans to resell the tangible
personal property either by itself or in combination with
other tangible personal property in the ordinary course of
business and the property will subseguently be subject to
the sales tax.

MEW SECTION. Section 28. peduction -- sale of service
for resale. Receipts from the sale of a service for resale

may be deducted from gross receipts if:
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(1) the sale is made to a Qerson who delivers a
nontaxable transaction certificate;

(2} the buyer separately states the wvalue of the
service purchased in his charge for the service on its
subsequent sale; and

{3) the subsequent sale is in the ordinary course of
business and subject to the use tax.

NEW SECTION. Section 29, peduction -- sale to MINER
OR manufacturer. Receipts from the sale of tangible personal
property to a buyer engaged in the business of MINING OR
manufacturing may be deducted from gross receipts if:

{1) the buyer delivers a nontaxable transaction
certificate to the seller; and

(2) the buyer incorporates or will incorporate the
tangible personal property as an ingredient or component
part of the product which he is in the business of MINING OR
manufacturing.

NEW SECTION. Section 30. peduction -- sale of
tangible personal property for leasing. Receipts from the
sale of tangible persconal property, other than furniture or
appliances, and from the rental or lease of property, other
than coin-operated machines and mobile homes, that is
deductible under [sections 1 through 68 and 74)

may be

deducted from gross receipts if:

(1) the sale is made to a buyer who delivers a
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nontaxable transaction certificate to the seller;

{2) the buyer is engaged in a business deriving more
than 50% of its receipts from leasing or selling tangible
personal property of the type leased; and

{3) the buyer does not use the property in any manner
other than holding it for 1lease or sale or leasing or
selling it, either by itself or in combination with other
tangible personal property, in the ordinary course of
business,

NEW SECTION. Section 31. peduction -- 1lease for
subsequent lease. Receipts from the lease of tangible
personal property., other than furniture or appliances, and
from the rental or lease of property, other than
coin-operated machines and mobile homes, that is deductible
under [sections 1 through 68 and 74) may be deducted from
gross receipts if:

{1) the lease is made to a lessee who delivers a
nontaxable transaction certificate; and

(2) the lessee does not use the property in any manner
other than for subseguent lease in the ordinary course of
business.

NEW SECTION. Section 32. peduction -- sale of
tangible persanal property to person engaged in construction
business. (1) Receipts from the sale of tangible personal

property may be deducted from gross receipts if the sale is
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made to a buyer engaged in the construction business who
delivers a nontaxable transaction certificate to the seller.

{?2) The buyer delivering the nontaxable transaction
certificate shall incorporate the tangible personal property
as:

{a) an ingredient or component part of a construction
project that is subject to the sales tax or use tax upon its
completion or upon the completion of the overall
construction project of which it is a part; or

{b) an ingredient or component part of a construction
project that is subject to the sales tax or use tax upon the
sale in the ordinary course of business cof the real property
upon which it was constructed.

NEW SECTION. Section 33. peduction —- sale of
construction service to person engaged in construction
business. (1) Receipts f£from the sale of a construction
service may be deducted from gross receipts if the sale is
made to a buyer engaged in the construction business and he
delivers a nontaxable transaction certificate to the person
pecrforming the construction service.

(2) The buyer delivering the nontaxable transaction
certificate shall have the construction services performed
upon:

(a) a construction project that is subject to the

sales tax or use tax upon its completion or upon the
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completion cof the overall construction project of which it
is a part; or

(b) a construction project that is subject to the
sales tax or use tax upon the sale in the ordinary course of
business of the real property upcn which it was constructed.

NEW SECTION, Section 34, Deduction —- sale or lease
of real property and lease of mobile homes. (1) ta} Except
as provided in subsections tt¥tb} (2) and {3+ (4}, receipts
from the sale or lease of real property, from the lease of a
mobile home, or from the rental of a mobile home for a
period of at least 1 month may be deducted from gross
receipts.

tb¥(2) (M) The portion of the gross receipts from the
sale of real property that is attributable to improvements,

OTHER THAN RESIDENTIAL IMPROVEMENTS, constructed on the real

property by the seller in the ordinary course of his
construction business may not be deducted from gross
receipts.

{B) THE PROPORTION OF THE GROSS RECEIPTS FROM THE SALE

OF REAL PROPERTY THAT IS ATTRIBUTABLE TO RESIDENTIAL

IMPROVEMENTS CONSTRUCTED ON THE REAL PROPERTY BY THE SELLER

IN THE ORDINARY COURSE OF HIS CONSTRUCTION BUSINESS MAY BE

DEDUCTED FROM GROSS RECEIPTS IN THE PROPORTICON THAT THE COST

OF THE CONSTRUCTION FOR EVERYTHING OTHER THAN MATERIALS

BEARS TO THE GROSS RECEIPTS FOR THE IMPROVEMENTS.
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t2¥(3) Receipts attributable to the inclusion of
Eurniture or appliances furnished by the landlord or lessar
as part of a leased or rented dwelling, house, mobile home,
cabin, condominium, or apartment may be deducted from gross
receipts.

t33(4) Receipts received by hotels, motels,
roominghouses, campgroundsi guest ranches, trailer parks, or
similar facilities may not be deducted for FROM gross
receipts for purposes of this-section [SECTIONS 1 THROUGH 69
AND 75] if either the operator or the user must pay tax on
the receipts under Title 15, chapter 65, AND ALL SUCH

RECEIPTS ARE SUBJECT TO THE TAX IMPOSED 1IN {SECTION 2]. The

receipts of hotels, motels, roominghouses, campgrounds,
guest ranches, trailer parks, or similar facilities are

subject to the sales tax or use tax.

{5} FOR THE PURPOSES OF THIS SECTION, "RESIDENTIAL

IMPROVEMENTS" MEANS IMPROVEMENTS TO REAL PROPERTY THAT ARE

CONSTRUCTED FOR HUMAN HABITATION IN A STRUCTURE CONTAINING

FEWER THAN THREE UNITS, THE TERM INCLUDES IMPROVEMENTS MADE

TO EXISTING RESIDENTIAL IMPROVEMENTS.

NEW SECTION. Section 35. Deduction -- transactions in
interstate commerce -- exception. (1) Receipts from a

transaction in interstate commerce may be deducted from
gross receipts to the extent that the imposition of the

sales tax or wuse tax would be unlawful under the United
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States constitution,
(2) {a) The following may be deducted £from gross
receipts:

(i) receipts from transmitting messages ar
conversations by radio, originating frem a point outside
this state and received at a point within this state; and

(ii) receipts from the =sale of radio or television
broadcast time 1f the advertising message is supplied by or
on behalf of a national or regional seller or an advertiser
not having its principal place of business in or being
incorporated under the laws of this state.

(b} Commissions received by an advertising agency for
performing services in this state may not be deducted from
gross receipts under this section.

NEW SECTION. Section 36. Deduction --  intrastate
transportation and services in interstate commerce. (1)
Receipts from the transport of persons or property from one
point within this state to another point within this state
may be deducted from gross receipts if such persons or
property, including any reasonably necessary services, are
being transported in interstate or foreign commerce under a
single contract.

{2) Receipts from handling, storage, drayage, or
packing of property or any other accessorial services on

property may be deducted from gross receipts if:
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{a) the property has been or will be moved in
interstate or foreign commerce;

{b) the services ate performed by a local agent for a
carrier or by a carrier; and

(c) the services are performed under a single cantract
in relation to transportation services.

NEW SECTION. Section 37. Dpeduction -- sale of certain
services to an out-of-state buyer. (1) Reeceipts EXCEPT AS

PROVIDED IN SUBSECTION (4), RECEIPTS from performing a

service may be deducted from gross receipts if the sale of
the service is made to a buyer who delivers to the seller
either a nontaxable transaction certificate or cther
evidence acceptable to the department that the transaction
meets the conditions set out in subsection (3).

{2) The person who delivers the ncntaxable transaction
certificate or other evidence acceptable to the department
must meet the criteria set out in subsection (3).

{3) Receipts from the performance of a service are
deductible if the buyer of the service, any of his
employees, or any person in privity with him:

fa) does not make initial use of the product or the
service in this state;

{b) does not take delivery of the product or the
service in this state; or

{¢) concurrent with the performance of the service,
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does not have a regular place of work in this state or spend
more than brief and occasional pericds of time in this state
and:

{iy does not have any communication in this state
related in any way to the subject matter, performance, or
administration of the service with the person performing the
service; or

{(ii) does not himself perform work in this state
related to the subject matter of the service.

(4) RECEIPTS FROM

PERFORMING ARCHITECTURAL,

ENGINEERING, SURVEYING, OR GRAPHIC DESIGN SERVICES MAY BE

DEDUCTED FROM GROSS RECEIPTS IF THE PRODUCT RESULTING FROM

THE SERVICE OR THE SERVICE IS USED OR APPLIED EXCLUSIVELY

QUTSIDE MONTANA. FOR THE PURPOSES OF THIS SUBSECTION, THE

PROVISIONS OF SUBSECTION (3) DO NOT APPLY.

+43({5) Receipts from performing a service that
initially qualified for the deduction provided in this
section but that no longer meets the criteria set forth |in

subsection (3) are deductible for the period prier to the

disqualification.
NEW SECTION. Section 38. Deduction - feed,
fertilizers, and agricultural supplies -- livestock

auctioneers. (1) Receipts from the sale of feed for
livestock, fish raised for human consumption, poultry.

animals raised for their hides or pelts, semen used in
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animal -husbandry, seeds, roots, bulbs, soil conditicners,
fertilizers, insecticides, insects used toc control the
population of other insects, fungicides, weedicides,
herbicides, or water for irrigation purposes may be deducted
from gross receipts if the sale is made to a perscn who

PRESENTS A NONTAXABLE TRANSACTION CERTIFICATE OR states in

writing that he is regularly engaged in the business of
farming, ranching, or the raising of animals for their hides

or pelts.

{2) RECEIPTS FRCM THE SALE OF AN AGRICULTURAL SERVICE

MAY BE DEDUCTED FROM GROSS RECEIPTS IF THE SALE IS MADE TO A

BUYER_ ENGAGED IN THE BUSINESS OF FARMING OR RANCHING OR THE

RAISING OF ANIMALS FOR THEIR HIDES OR PELTS AND WHO STATES

IN WRITING THAT HE IS REGULARLY ENGAGED IN THE BUSINESS OF

FARMING OR RANCHING QOR THE RAISING OF ANIMALS FOR THEIR

HIDES OR PELTS OR WHO DELIVERS A~ NONTAXABLE TRANSACTION

CERTIFICATE TO THE PERSON PERFORMING THE AGRICULTURAL

SERVICE. THE BUYER MAKING THE STATEMENT OR DELIVERING THE

NONTAXABLE TRANSACTION CERTLFICATE SHALL HAVE THE

AGRICULTURAL SERVICE PERFORMED UPON PROPERTY, REAL OR

PERSONAL, INCLUDING LIVESTOCK AND ANIMALS RAISED FOR THEIR

HIDES OR FELTS, THAT IS AN INTEGRAL PART OF AN AGRICULTURAL

OPERATION.

£23{(3) Receipts of auctioneers from selling livestock

or other agricultural products at auction may be deducted
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from gross receipts.

NEW SECTION., Section 39. peduction - certain

chemicals, and reagents, AND SUBSTANCES. (1) The following

may be deducted from gross receipts:
fa) receipts from the =sale of chemicals-or-resgents

ANY CHEMICAL, REAGENT, OR_OTHER SUBSTANCE to any mining

concern or milling company fer-use THAT IS USED OR CONSUMED

in THE processing OF cores or oii in a mill, smelter, or

refinery, OR REDUCTION FACILITY or in acidizing o0il wells;

and

(b) receipts from the sale of chemicals or reagents in
an amount in excess of 18 tons.

{2) Receipts from the sale of explosives, blasting
material, or dynamite may not be deducted from gross
receipts.,

NEW SECTION. Section 40. Deduction —— certain uses of
special fuel. (1) Receipts from the sale of special fuel, as
defined in 15-70-301, on which the special £fuels tax has
been paid under Title 15, chapter 70, or which is used in
agriculture or to operate machinery, equipment, or vehicles
used in a trade or. business may be deducted from gross
receipts.

(2) Receipts from the sale of special fuel used to

heat buildings for human comfort are not deductible.

NEW SECTION. Section 41. Deduction -- sale of certain
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services performed directly on product MINED OR
manufactured. (1) Receipts from sale of the service of
MINING, combining, or processing components or materials,

INCLUDING MINERALS, may be deducted from gross receipts 1if

the sale is made to a buyer who is engaged in the business
of MINING OR manufacturing and who delivers a nontaxable
transaction certificate to the seller.

{2) The buyer delivering the nontaxable transacticn
certificate shall have the service performed directly upon

tangible personal property, INCLUDING MINERALS, that he is

in the business of MINING QR manufacturing or upon
ingredients or component parts of such property.

NEW SECTION. Section 42. Deduction —- use of tangible
perscnal property for 1leasing. (1) Except as provided in
subsection (2), the value of leased property may be deducted
in computing the use tax due if the person holdiang the
tangible personal property for lease:

(a) is engaged in a business that derives a
substantial portion of its receipts from leasing or selling
property of the type leased;

{b) does not use the property in any manner other than
holding it for lease or sale or leasing or selling it either
by itself or in combination with other tangible personal
property in the ordinary course of business: and

[c) does not use the property in a manner incidental
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to the performance of a service.

(2) The deduction provided in subsection (1) does not
apply to the value of furniture or appliances furnished by
the landlord ©r lessor as part of a leased or rented
dwelling, house, cabin, condominium, or apartment or to the
lease of coin-operated machines or mobile homes.

NEW SECTION. Section 43. Deduction -- sales to
government agencies and Indian tribes. (1) Receipts from a
sale to the United States or any agency or instrumentality
of the United States or to this state or any political
subdivision of this state may be deducted £from gross
receipts.

(2) Receipts from a sale to the governing bedy of an
Indian tribe for use on a federally recognized Indian

reservation may be deducted from gross receipts.

NEWw SEcTION. SECTION 44. DEDUCTION -- COMPUTER DATA

BASE SERVICES. {1} RECEIPTS FROM THE SALE OR USE OF

COMPUTER DATA BASE SERVICES MAY BE DEDUCTED FROM CROSS

RECEIPTS.

{(2) FOR THE PURPOSES OF [SECTIONS 1 THROUGH &9 AND

751, "COMPUTER DATA BASE SERVICES" MEANS IDENTIFYING,

COMPILING, ORGANIZING, MANTPULATING, OR DELIVERING

INFORMATICON ACTUALLY CONTAINED IN OR TQ BE CONTAINED IN A

COMPUTER DATA BASE.

{(3) RECEIPTS FROM THE SALE OQF COMPUTER HARDWARE,
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SOFTWARE, SYSTEM DEVELOPMENT, DESIGN, OR INSTALLATION OR THE

SALE OF AN EXISTING COMPUTER DATA BASE (AS OPPOSED TO THE

SALE OrR USE OF A COMPUTER DATA BASE SERVICE) MAY NOT BE

DEDUCTED FROM GROSS RECEIPTS.

NEW SECTION. Section 45. credit - out-of-state
taxes. (1) If a gross receipts, sales, use, or similar tax
has been levied by another state or a political subdivision
of another state on property bought outside this state but
which will be used or consumed in this state and the tax was
paid, the amount of tax paid may be credited against any use
tax due this state on the same property.

{2) If the receipts from the sale of improvements to
real property constructed by a person in the ordinary course
of his construction business are subject to the sales tax or
use tax, the amount of tax paid by the person under
subsection {1) on materials that became an ingredient or
compenent part of the construction project and on
construction services performed upon the construction
project may be credited against the sales tax or use tax due

on the sale.

HEW SECTION., Section 46. Seller's permit. Upon an
applicant's compliance with [sections 1 through 68 and 74],
the department shall issue to the applicant a separate,
numbered seller's permit for each place of business within

Montana. A permit is valid until revoked or suspended but is
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not assignable. A permit is valid only for the person in
whose name it is issyed and for the transaction of business
at the place designated. The permit must be conspicuously
displayed at all times at the place for which it is issued.

NEW SECTION., Section 47. Permit application -
requirements — place of business -- form., (1) (a) A persocn
desiring to engage in the business of making retail sales or
providing services in Montana shall file with the department
an application for a permit. If the person has more than one
place of business, an application must be filed for each
place of business.

(i) A vending machine operator who has more than one
vending machine location is considered to have only one
place of business for purposes of this section.

(ii) An applicant who has no regular place of business
and who moves from place to place is considered to have only
one place of business and shall attach the permit to his
cart, stand, truck, or other merchandising device.

{b) Each person or class of persons obligated to file
a return under [sections 1 through 68 and 74] is required to
file application for a permit.

(2) Each application for a permit must be on a form
prescribed by the department and must set forth the name
under which the applicant intends to transact business, the

location of his place or places of business, and such other
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information as the department may require. The application
must be filed by the owner if the owner 1s a natural person,
by a member or partner if the owner is an association or
partnership, or by a person authorized to sign the

application if the owner is a corporation.

NEW SECTION. Section 48. special activities -
permits —-— penalty. {1) The operator of a flea market, craft
show, antigue show, coin show, stamp show, comic book show,
convention exhibit area, or similar selling event, as a
prerequisite to renting or leasing space on the premises
owned or controlled by the operator to & person desiring to
engage in or conduct business as a seller, shall obtain
evidence that the seller is the holder of a wvalid seller’'s
permit  issued pursuant to [section 45] or a written
statement from the seller that he is not offering for sale
any item that is taxable under [sections 1 through 68 and
741.

(2) "Flea market, craft show, antigque show, colin show,
stamp show, comic book show, convention exhibit area, or
similar selling event”, as used in this sectlon, means an
activity that involves a series of sales sufficient in
number, scope, and character to constitute a regular course
of business but does not qualify as an isclated or

occasional sale pursuant to [section 21}.

{3) An operator who fails or refuses to comply with
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the provisions of this section is subject to a penalty,
payable toc the department, of $100 per day per Seller at
each selling event at which the operator fails to obtain
evidence that a seller is the holder of a valid seller's

permit issued pursuant to [section 45].

NEW SECTION. Section 49. Revocation or suspension of
permit —- hearing -- notice -- appeal. (1) Subject to the
provisions of subsection (2); the department may, for
reasonable cause, revoke or suspend any permit held by a
person who fails to comply with the provisions of (sections
1 through 68 and 74]..

{2) ({a) The department shall hold a hearing on the
proposed revocation or suspension after giving the person 30
days' notice in writing, specifying the time and place of
the hearing and the reason for the proposed revocation or
suspension.

{b) The notice must include a requirement that the
person show cause why the permit or permits should not be
revoked or suspended.

(c) The notice must be served personally or by
certified mail.

{3) After revocation, the department may not issue a
new permit except upon application accompanied by reascnable
evidence of the intention of the applicant to comply with

the provisions of [sections 1 through 68 and 74]. The
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department may reqguire security in addition to that
authorized by [section S§6] in an amount reascnably necessary
to ensure compliance with [sections 1 through &8 and 74] as
a condition for the issuance of a new permit to such an
applicant.

{4) A person aggrieved by the department's final
decision to revoke a permit as provided in subsection (1)
may appeal the decision to the state tax appeal board within
30 days following the date on which the department issued
its final decision.

{5) A decision of the state tax appeal board may be

appealed to a court of competent jurisdiction.

MEW SECTION. Section 50. Nontaxable

transaction
certificate -- form. (1) The department shall provide for a
uniform nontaxable transaction certificate. In order to

cbtain a deduction under {sections 1 through 6B and 741, a
purchaser shall use the certificate when purchasing goods or "
services for resale.

(2) At a minimum, the certificate must provide:

(a) the number of the permit issued tc the purchaser
as provided in [section 45]};

{b) the general character of property or service sold
by the purchaser in the regular course of business;

(c) the property or service purchased for resale;

(d) the name and address of the purchaser; and
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{e) a signature line for the purchaser,

NEW SECTION. Section 51. 1Improper use of subject of
purchase obtained with nontaxable transaction certificate —-
penalty. (1) If =a purchaser who uses a nontaxable
transaction certificate utilizes the subject of the purchase
for a purpose other than one allowed as a deduction under
[sections 1 through 68 and 74), the use 1is considered a
taxable sale by the purchaser as of the time of first use by
him and the sale price he receives is considered the graoss
receipts from the sale. If the sole nonexempt use is rental
while holding for sale, the purchaser shall include in his
gross receipts the amount of the rental charged. Upon
subsequent sale of the property, the seller shall include
the entire amount of gross receipts received from the
resale, without deduction of amcunts previously received as
rentals.

{2) A person who uses a certificate for property that
will be utilized for purposes other than the purpose claimed
is subject tc a penalty, payable to the department, of $100
for each transaction ian which an improper use of an
exemption certificate has occurred.

(3) Upon a showing of goocd cause, the department may
abate or waive the penalty or a portion of the penalty.

NEW SECTION. Section 52. Commingling nontaxable

certificate goods. If a purchaser uses a ncntaxable
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transaction certificate with respect to the purchase of
fungible goods and thereafter commingles these goods with
fungible goods not so purchased but of such similarity that
the identity of the goods in the commingled mass cannot be
determined, sales from the mass of commingled goods are
considered to be sales of the gocas purchased with the
certificate until the gquantity of commingled goods sold
equals the quantity of goods originally purchased under the

certificate.

NEW SECTION. Section 53. Liability for payment of tax
-— security for retailer without place of business -—-
penalty. (1) Liability for the payment of the sales tax and
use tax is not extinguished until the taxes have been paid
to the department.

{2) A retailer who does not maintain a place of
business in this state is liable for the sales tax or use
tax in accordance with [sections 1 through 68 and 74] and
shall furnish adequate security as required in [section 56}
to ensure collection and payment of the taxes. When so
authorized and except as otherwise provided in [sections 1
through 68 and 74], the retai}er is 1liable for the taxes
upon all tangible property sold that is to be used within
this state in the same manner as a retailer who maintains a
place of business within this state. The permit provided

for in [section 45] may be canceled at any time if the
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department considers the security inadequate or believes
that the taxes can be collected more effectively in another
manner.

(3) No agent, canvasser, or employee of a retailer
doing business in this state who is not authorized by permit
from the department may sell, solicit orders for, or deliver
any tangible personal property in Montana. If such an agent,
canvasser, or employee violates the provisions of [sections
1 threough 68 and 74), he is subject to a fine of not more

than $100 for each separate transaction or event.

NEW SECTION. Section 54. eommen INTERSTATE AND

INTRASTATE carriers as retailers. A person engaged in the
business of intrastate or interstate transportation by-moter
vehicle of tangible personal property or passengers shall
register as a -retailer and pay the taxes imposed by
[sections 1 through 6B and 74}.

NEW SECTION. Section 55. Application for permission
to report on accrual basis. (1) A perscn who has a permit
issued pursuant to [section 45] may apply te the department
for permission to report and pay the sales tax or use tax an
an accrual basis.

{2) The application must be made on a form prescribed
by the department that contains such information as the
department may require.

(3) A person may not report or pay the sales tax or
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use tax on an accrual basis unless he has received written

.

permission Efrom the department.

NEW SECTION. Section 56. Returns --  payment  —-—
authority of department. (1) Except as provided in
subsection (2), on or before the 25th day of each month in
which the tax imposed by [sections 1 through 68 and 74] is
payable, a return, on a form provided by the department, and
payment of the tax, LESS THE VENDOR ALLOWANCE PROVIDED IN

SUBSECTION {5), for the preceding month must be filed with

the department. Each return must contain a confession of
judgment for the amount of the tax shown due, to the extent
not timely paid. A person making retail sales at two or more
places of business may file a consolidated return, subject
to rules prescribed by the department.

(2) A person who has a tax 1liability that averages
less than $100 per month and who has been granted the
authority to report and pay the tax imposed by [sections 1
through 68 and 74] on a gquarterly basis shall file a return
with payment on or before the 25th day of the month
following the end of the quarter.

{3) (a) For the purposes of the sales tax or use tax,
a return must be filed by:

(i) a retailer required to pay such tax; and

{ii) a person:

(A) purchasing any items the storage, use, or other
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consumption of which is subject to the sales tax or use tax;
and

(B} who has not paid the tax to a retailer required to
pay the tax.

{b) Each return must be signed by the person filing
the return or by his agent duly authorized in writing.

(4} ta) A person liable for the taxes imposed by
[sections 1 through 68 and 74] shall keep records, render
statements, make returns, and comply with the provisions of
[sections 1 through 68 and 74] and the rules prescribed by
the department. Each return or statement must include the
information required by the rules of the department.

{b) For the purpose of determining compliance with the
provisions of this section, the department is authorized to
examine or cause to be examined any books, papers, records,
or memoranda relevant to making a determination of the
amount of tax due, whether the books, papers, records, or
memoranda are the property of or in the possession of the
person filing the return or another person. The department
may also:

(1} require the attendance of a person having
knowledge or information relevant to a return;

{ii) compel the production of books, papers, records,
or memoranda by a person required to attend;

(iii) take testimony on matters material to the
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determination; and
(iv) administer ocaths or affirmations.

{5) A PERSOM FILING A RETURNK UNDER THIS SECTION MAY

ANNUALLY DEDUCT FROM THE AMOUNT OF TAX TO BE REMITTED TO THE

STATE AND RETURN AS A VENDER ALLOWANCE 3% OF THE TAX

DETERMINED TQ BE PAYABLE TO THE STATE OR 351,200, WHICHEVER

18 LESS.

t5+{6) The returns due for July. August, and September
of 1990 are due on or before October 25, 19%0.

NEW SECTICN. Section 57. security -- limitations —-—
sale of security deposit at auction -~ bond., (1) The
department may reguire a retailer to deposit with the
department security in 2 form and amount the department
determines appropriate. The deposit may not be more than
twice the estimated average liability for the pericd for
which the return is required to be filed or $10,000,
whichever is less. The amcunt of security may be increased
or decreased by the department, subject to the limitations
provided in this section.

{2) {a) If necessary, the department may sell property
deposited as security at public auction to recover any sales
tax or use tax or amount required to be collected, including
interest and penalties.

(b) Notice of the sale must be served personally or by

certified mail upon the person who deposited the security.
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{(c) After the sale, any surplus above the amount due
and that is not required as security under this section must
be returned to the person who deposited the security.

{3) 1In lieu of security, the department may require a
retailer to file a bond, issued by a surety company
authorized to transact business in this state, to guarantee
solvency and responsibility.

(4) In addition to the other requirements of this
section, the department may require the corporate officers,
directors, or shareholders of a corporation to provide a
personal guaranty and assumption of liability Efor the
payment of the tax due under [sections 1 through 68 and 74].

NEW SECTION. Section 58. Extensions. (1 The
department may extend the time fo; filing a return and
remittance of tax, deficiencies, and penalties for a period
not to exceed 60 days from the date a return was due and may
require both an estimated return at the time fixed for
Eiling the regularly required return and the payment of tax
on the basis of the estimated return,

7(2) If an extension of time for payment has been
granted under this section, interest at the rate provided in
[section 62({2)] is payable from the date on which payment
was first due without extension until the tax is paid.

NEW SECTION. Section 59. Examination of return —-

adjustments -- delivery of notices and demands. (1) The
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department may examine a return and make an investigation or
examination of the records and accounts of a person making
the return if the department considers it necessary to
determine the accuracy of the return.

(2) To determine the accuracy o©of a return, the
department may examine the records and accounts, using
statistical or other sampling techniﬁues consistent with
generally accepted accounting principles.

(3) If the department determines that the amount of
tax due is different from the amount reported, the amount of
tax computed on the basis of the examination conducted
pursuant to subsections (1} and (2) constitutes the tax to
be paid.

(4) If the tax due exceeds the amount of tax reported
as due on the taxpayer's return, the excess must be paid to
the department within 60 days after notice of the amount and
demand for payment is mailed or delivered to the person
making the return. If the amount of the tax found due by the
department is less than that reported as due on the return
and has been paid, the excess must be refunded to the person
making the return in the manner provided in 15-1-503.

(5) The notice and demand provided for in this section
must contain a statement of the computation of the tax and

must be:

{a) sent by mail to the taxpayer at the address given

-46- 5B 469



w O ® N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

SB 0469/03

in his return, if any, or to his last-known address; or

(k) served personally upon the taxpayer.

NEW SECTION. Section 60. Penalties and interest for
violation. (1) (a) If a person, without purposely or
knowingly violating any requirement imposed by [sections 1}
through 68 and 74], fails to file a return and pay the tax
on or before the due date there must be imposed a penalty of
5% of any balance of debt unpaid with respect to such a
return as of the date due, but in no event may the penalty
for failure to file a return by its due date be 1less than
§5. The department may abate the penalty if the person
establishes that the failure to file on time was due to
reasonable cause and was not due to neglect on his part.

{b) If a person, without purposely or knowingly
violating any requirement imposed by fsections 1 through 68
and 74], fails to pay a debt on or before its due date,
there must be added to the debt a penalty of 10% of the
debt, but not less than $5, and interest must accrue on the
debt at a rate of 12% per annum for the entire period it
remains unpaid. The department may abate the penalty if the
perscn establishes that the failure to pay was due to
reasonable cause and was not due to neglect on his part.

{2) If a person purposely or knowingly violates any
requirements imposed by [(sections 1 through 68 and 74] by

failing to file a return or to pay a debt, if one is due at
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the time, required by or under the provisions of [section
55}, there must be added to the debt an additional amount
egual to 25% thereof, but not less than $25, and interest at
1% for each month or fraction of a month during which the
debt remains unpaid.

NEW SECTION. Section 61. wWarrants for distraint. If a
tax imposed by [sections 1 through €8 and 74} or any portion
of such tax is not paid when due, the department may issue a
warrant for distraint as provided in Title 15, chapter 1,
part 7.

NEW SECTION. Section 62. A;.xthotity to collect
delinquent taxes. (1) The department shall collect taxes
that are delinguent as determined under [sections 1 through
68 and 74].

(2) To collect delinquent taxes after the time for
appeal has expired, the department may direct the offset of
tax refunds or other funds due the taxpayer from the state,
except wages subject to the provisicons of 25-13-614 and
retirement benefits,

{3} As provided in 15-1-705, the taxpayer has the
right to a hearing on the tax liability prior to any offset
by the department.

{4) The department may file a claim for state funds on
behalf of the taxpayer if a claim is reguired before funds

are available for offset,
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(5) The department shall provide the taxpayer with
written notice of the right to request a hearing under the
contested case procedures of Title 2, chapter 4, on the
matter of the offset action or the department's intent to
file a claim on behalf of the taxpayer. A written reqﬁest
for a hearing must be made within 30 days of the date of the
notice, and the hearing must be held within 30 days
following receipt by the department of the written request.

MNEW SECTION, Section 63. Penalty For deficiency.
(1) (a) If the payment of a tax deficiency is not made
within 60 days after it is due and payable and if the
deficiency 1is due to negligence on the part of the taxpayer
but without fraud, there must be added to the amount of the
deficlency a penalty of 10% of the tax.

(b) Interest accrues on the unpaid taxes at the rate
of 1% for each month or part thereof during which the taxes
remain unpaid. The interest must be computed from the date
the return and tax were originally due.

(¢} In no event may the penalty imposed under
subsection (l)(a) exceed 253% of the total tax due.

{2) If the time for filing a return is extended, the
taxpayer shall pay, in addition to the tax due, interest
thereon at the rate of 1% for each month cor part thereof
from the date the return was originally required to be filed

to the time of payment.
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{3) The department may not assess a penalty until such
time as the penalty equals $10 or more for any one tax
period or the period covered by any return or statement.

NEW SECTION. Section 64. Limitations. Except in the
case of a person who, with intent o evade the tax,
purposely or knowingly files a false or fraudulent return
violating the provisions of [sections 1 through 68 and 74},
the amount of tax due under any return must be determined by
the department within 5 years after the return was made. The
department is barred from revising a return ar recomputing
the tax due thereon, and no proceeding in court for the
collection of the tax may be instituted unless notice of an
additional tax was provided within the period described in
this section.

MEW SECTION. Section 65. Refunds. A claim for a
refund made for taxes collected under [sections 1 through 68
and 74] must be in accordance with the procedure and time
limits provided in 15-1-503.

NEw SECTION. Section 66. Administration —- rules. The
department shall:

(1) administer and enforce the provisions of [sections
1 through 68 and 741);

(2) cause to be prepared and distributed such forms
and information as may be necessary to administer the

provisions of [sections 1 through 68 and 741; and
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(3) promulgate such rules as may be appropriate to
administer and enforce the provisions of [sections 1 through

68 and 74].

NEW SECTION. Section 67. Revocation of corporate
license. (1) If a corporation authorized to do business in
this state and required to pay the taxes imposed under
[sections 1 through 68 and 74] fails to comply with any of
the provisions of [sections 1 through £8 and 74] or any rule
of the depacrtment, the department may, for reasonable cause,
vertify to the secretary of state a copy of an order finding
that the corporation has failed to comply with specific
statutory provisions or rules.

(2) The secretary of state shall, upon receipt of the
certification, revoke the license authorizing the
corporation to do business in this state and may issue a new
license onrly when the corporation has cbtained from the
department an order finding that the corporation has
complied with its obligations under [sections 1 through 68
and 74].

{3) No order authorized in this section may be made
until the corporation is given an opportunity to be heard
and to show cause at a contested case hearing before the
department  why such order should not be made. The
corporation must be given 30 days' notice of the time and

place of the hearing and the reason for the proposed order.
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NEW SECTION. Section 68. Tax as debt. (1) The taxes
imposed by [sections 1 through 68 and 74) and related
interest and penalties become a personal debt of the person
required to file a return from the time the liability
arises, regardless of when the time £for payment of such
liability occurs.

{2) In the case of an executor or administrator of the
estate of a decedent or in the case of a fiduciary, the debt
is that of the person in his official or fiduciary capacity
only. However, if he has voluntarily distributed the assets
held in such capacity without reserving sufficient assets to
ﬁay the taxes, interest, and penalties, he is personally
liable for any deficiency.

{3) This section also applies to those corporate
officers, directors, or shareholders required by the
department to personally guarantee the payment of the taxes
for their corporations.

NEW SECTION. Section 63. Information -
confidentiality -- agreements with another state. (1} {(a)
Except as provided in subsections (1)(b} and (2), it is
unlawful for an employee of the department or any other
public official or public employee to divulge or otherwise
make known any information disclosed in a report or return
required to be filed under [sections 1 through 68 and 74] or

any information concerning the affairs of the person making
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the return that is acquired Efrom his records, officers, or
employees in an examination or audit.

{(b) Subsection (1){a) does not apply to information
cbtained from the taxpayer making the report or return in
connection with a proceeding involving taxes due under
[sections 1 through 6B and 74] or to compliance with the
provisions of subsection (2).

{(¢) Nothing in this section may be construed to
prohibit the department from publishing statistics if they
are classified in a way that does not disclose the identity
and content of any particular return or report. A person
violating the provisions of this section is subject to the
penalty provided in 15-30-303 for violating the
confidentiality of individual income tax information.

(2) (a) The department may enter into an agreement
with the taxing officials of another state for the
interpretation and administration of the laws of their state
that provide for the collection of sales taxes or use taxes
in order to promcte fair and equitable administration of
such laws and to eliminate double taxation.

(b) The department, in order to implement the
provisions of [sectiocns 1 through 68 and 74], may furnish
information on a reciprocal basis to the taxing officials of
another s&tate or to the taxing officials of a municipality

of this state that has a local sales tax or use tax.
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(3) In order to facilitate processing of returns and
payments of taxes required by [sections 1 through 6B and
741, the department may contract with vendors and may
disclose data to the vendors. The data disclosed must be
administered by the vendor in a manner consistent with this
section.

NEW SECTION. Section 70. cCredit for sales tax and use
tax —- definitions. As used in [sections 6% through 73], the
following definitions apply:

(1) "Claimant" means an indiwvidual natural person who
is eligible to file a claim under [section 70].

(2) “Department” means the department of revenue.

{3) "Gross household income" means all monetary
benefits of any kind received by each individual member of
the household, without regard to losses of any kind and
without regard to whether the benefits are taxable income
under state or [federal income tax laws. Such income
includes but is not limited to the following:

{a) 100% of the gains on all sales;

(b} alimony, child support, or any other type of
maintenance payments;

(c) cash public assistance and relief (EXCLUDING THE

FACE VALUE OF ALL FOOD STAMPS RECEIVED]:

{d} life insurance and endowment contracts;

{e) social security and the gross amount of any
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pension or annuity (including railroad retirement benefits
and veterans' disability benefits);

(£) unemployment and workers' compensation benefits;

{g) all tax refunds; and

(h) any monetary benefits defined as income in the
Internal Revenue Code or by this chapter.

(4) T"Household® means an association of persons who
live in the same dwelling, sharing its Eurnishings,
facilities, accommodations, and expenses. The term does not
include bona fide lessees, tenants, or roomers and boarders

on contract.

NEW SECTION. Section 71. Credit for sales tax and use
tax. (1) Except as provided in subsection (2), there is
allowed a credit against tax liability for each resident who
files an individual Montana income tax return under this
chapter as provided in subsection {3}. The credit may be
claimed even though the resident has no taxable income under
Title 15, chapter 30.

(2) A claim for the tax credit provided in this
section may not be filed by a resident who:

(a) is an inmate of a public institution for more than
6 months during the tax year for which the tax credit is
claimed; or

{b) is not physically present in Montana for at least

6 months during the tax year For which the tax credit is
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claimed.
{3) For each exemption claimed under 15-30-112(2) and

{5}, a credit is allowed aeesrdinrg--to--the--following

schedutes

Gress-Househoid-income Eredit-per-Exemption

§o——— 8--—-%25999 53106
-137660---347990 ~~58
-157988---197999 --25
-20;7;088-ar-more- -——

IN THE AMOUNT OF $90 PER EXEMPTION, PROVIDED THAT GROSS

HOUSEHOLD INCOME IS LESS THAN $13,000.

(4) If the amount of credit allowed in this section
exceeds the amount of tax liability under this chapter by $§1
or more, the department shall refund the amount in excess.
If the excess 1s less than $1, the department may not make a
refund.

NEW SECTION. Section 72. cCredit for sales tax and use
tax -- filing date -- extension. (1) Except as provided in
subsection (2), a clalm for a credit must be submitted at
the same time the claimaant's individual income tax return is
due. For an individual not required to file a tax return, a
claim for relief must be submitted on or before April 15 of
the year following the year for which relief is sought. In
submitting a claim for the credit, the taxpayer shall

provide the social security number for each person claimed
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as an exemption, except dependent children under_z years of
age, for which the credit is claimed.

(2) The department may grant a reasonable extension
for £iling a claim whenever in its judgment good cause
exists. The department shall keep a record of each extension
and the reason for granting the extension.

¢(3) In the event that an individual who would have a
claim under (sections 6% through 73] dies before filing the
claim, the personal representative of the estate of the
decedent may File the claim.

NEW SECTION. Section 73. Examination of credit claims
-~ adjustments -- delivery of notices and demands. (1) The
department may examine a claim for credit and may make an
investigation of the records and accounts of a person making
the claim if the department considers it necessary to
determine the accuracy of the claim.

{2) If the department determines that the amount of
the credit due is different from the amount reported, the
amount of credit computed on the basis of the examination
conducted pursuant to Subsection (1) constitutes the amcunt
of credit due.

{3) If the credit due is less than the amount claimed
as due by the claimant, the excess must be paid to the
department within 60 days after notice of the amount and

demand Eor payment is mailed to the person making the claim.
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(4) The notice and demand provided for in this section
must contain a statement of the computation of the credit
and must be:

{a) sent to the claimant at the address given on his
claim, if any, or to his last-known address; or

{b} served personally upon the taxpayer.

NEW SECTION. Section 74. Penalties For violation. (1)
If a person, without purposely or knowingly violating the
provisions of [sections 70 and 71)], claims credits for which
he 1is not entitled, there must be added a penalty of 10% of
the amount of excess, but in no case may the penalty be less
than $5. Interest in the amount of 12% per annum must be
added to the penalty on the amount of excess until the debt
is satisfied. )

(2) If a claimant, purposely or knowingly violates the
provisions of [sections 70 and 71], Ffuture claims for

credits may be denied by the department.

MEW SECTION. Section 75. Sales tax and use tax
account. (1) There is within the state special revenue fund
a sales tax and use tax account.

(2) All money collected under [sections 1 through 68
and 74] must be paid by the department intc the sales tax
and use tax account.

{3) There must be retained in the sales tax and use

tax account the amounts necessary under {sections 1 through
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75] to repay overpayments, pay any erroneous receipts
illegally assessed or collected or that are excessive in
amount, and pay any other refunds otherwise reguired.

HEW SECTION. Section 76. Disposition of sales tax and
use tax revenue —— legislative appropriation. {l1) Sales tax
and use tax revenue is allocated as follows:

{a) the amount determined under [section 76(3)) to
provide property tax replacement revenue for each taxing
jurisdiction;

(B) THE TOTAL AMOUNT CLATIMED UNDER [SECTION 72), WHICH

AMOURT MUST BE FURTHER ALLOCATED IN THE SAME MANNER AS

INCOME TAX REVENUE IS5 ALLOCATED UNDER 15-1-501(2);

tB¥(C) the amount of sales tax and use tax revenue
remaining after the atteecatien ALLOCATIONS in subsectien
SUBSECTIONS (1}{a) AND {1)(B) is distributed as follows:

(i) 53% 52% 59% to state equalization aid as provided
in 20-9-343;

(ii) #5% 33% 15% tc the state special revenue fund for
the support, maintenance, and improvement of the Montana
university system, vocational-technical centers, and
community college districts, subject to the board of
regents' supervision, as provided in [section 107); and

(iii) #¥% 5% 6% to the local government block grant

account in the state special revenue Ffund as provided in

fsection 140): and
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+e¥(D) the remainder to the state general fund.

(2) This section provides Eor the disposition of sales
tax and use tax tevénue. No allocations may be made from the
sales tax and use tax account until appropriated by the
legislature.

NEW SECTION, Section 77. Pproperty tax replacement
revenue. (1) For the taxable year beginning January 1, 1989,
the department of revenue shall determine for each taxing
jurisdiction in each county the taxable value of all
property in the following categories, calculated at the
taxable rate in effect on January 1, 1985:

{a) class Eour through class ten;

{b) class twelve; and

{c) class fourteen through class.nineteen.

{2} For the taxable year beginning Januwary 1, 1990,
the department shall determine for each taxing jurisdiction
in each county the taxable value c¢f all property in the
following cateqories:

(a)y class four and class five;

(b) class fifteen; and

(¢) class seventeen.

{3) PFor each taxing jurisdiction in each county, the
department shall:

{a) subtract the taxable value for the taxable year

beginning January 1, 1990, as described under subsection
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(2), from the taxable value for the taxable year beginning
January 1, 1989, as described under subsection (1):

(b} multiply the amount resulting from the subtraction
by the certified state and local mill levies for 1990; and

{(c) distribute to each county and the appropriate
state accounts, beginning in 1990 and esach year thereafter,
the amount resulting Efrom the calculations made in
subsections (3){(a) and (3)(b) in two installments for each
taxing jurisdiction, for distribution on or before November
30 and May 31 in each fiscal year.

{4y On or before May 31, 1990, the department shall
remit to the county treasurer of each county 30% of the
reimbursement amount computed by the department. The
department shall base the reimbursement on the reduction in
personal property tax revenues due to the reduction in
personal property tax rates for class five property as
provided in 15-6-135 and agricultural exemptions as provided
in 15-6-207. The reimbursement revenue must be based on the
county's taxable value and mill levies for taxable year
1989.

(5} Upcn receipt of the Funds distributed according to
this section, the county treasurer shall distribuite the
funds for county, school district, municipal, CONSERVATION
DISTRICT, and special district purposes in the same manner

as property taxes are distributeds but ignoring SHALL
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DISREGARD state property tax levies.,

(6) FOR THE PURPOSES OF 15-10-412(7), PROPERTY TAX

REPLACEMENT REVENUE RECEIVED BY A TAXING JURISDICTION UNDER

THIS SECTION IS CONSIDERED TO BE REVENUE FROM PROPERTY

TAXES.

Section 78. section 7-1-2111, MCA, is amended to read:

"7-1-2111, Classification of counties. (1} For the
purpose of regulating the compensation and salaries of all
county officers, not otherwise provided for, and for fixing
the penalties of officers’' bonds, the several counties of
this state shall be classified according to that percentage
of the true and full wvaluation of the property therein upon
which the tax levy is made, except for vehicles subject to
taxation under 61-3-504{(2), as follows:

{a) first class--all counties having such a taxable
valuation of $50 million or over;

(b} second class--all counties having such a taxable
valuation of more than $30 million and 1less than $50
million;

(c) third class--all counties having such a taxable
valuation of more than $20 million and 1less than $30
million;

{d) fourth c¢lass--all counties having such a taxable

valuation of more than §15 million and 1less than §$20

million;

-62- 5B 469



o W

W ® = o

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

25

SB 0469703

(e) fifth class--all counties having such a taxable
valuation of more than $10 million and less than $15
million;

(f£) sixth class--all counties having such a taxable
valuation of more than $5 million and less than $10 million;

{g) seventh class--all counties having such a taxable
valuation of less than 55 million.

{2) As used in this section, taxable valuation means
the taxable wvalue of taxable property in the county as of
the time of determination plus:

{a) that portion of the taxable value cf the county on
December 31, 1981, attributable to automobiles and trucks
having a rated capacity of three-quarters of a ton or less;

(b) the amount of interim production and new
production taxes levied, as provided in 15-23-607, divided
by the appropriate tax rates described in 15-23-607(2){a) or
{2)(b) and multiplied by 60%; and

{c) the amount of value represented by new production
exempted from tax as provided in 15-23-612; and

{d) 12.9% of the total taxable value of the county on

December 31, 1990."

Section 79. sSection 7-3-1321, MCA, is amended to read:
®"7-3-132}, Authorization to incur indebtedness -
limitation. (1) The consolidated municipality may borrow

money aor issue bonds for any municipal purpose to the extent
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and in the manner provided by the constitution and laws of
Montana for the borrowing of money or issuing of bonds by
counties and cities and towns.

{2) The municipality may not become indebted in any
manner or Eor any purpose to an amount, including existing
indebtedness, in the aggregate exceeding 28% 32% of the
taxable value of the taxable property therein, as
ascertained by the last assessment for state and county
taxes prior to incurring such indebtedness. All warrants,
bonds, or obligations in excess of such amount given by or
on behalf of the municipality shall be void."

Section 80. Section 7-6-2211, MCA, is amended to read:

®7-6-2211. Authorization to conduct county business on
a cash basis. (1) In case the total indebtedness of a
county, lawful when incurred, exceeds the limit of 23% 26%
established in 7-7-2101 by reason of great diminution of
taxable value, the county may conduct its business affairs
on a cash basis and pay the reascnable and necessary current
expenses of the county out of the cash in the county
treasury derived from its current revenue and under such
restrictions and regulations as may be imposed by the boazd
of county commissioners of the county by a resolution duly
adopted and included in the minutes of the board.

{2} Nothing in this section restricts the right of the

board to make the necessary tax levies for interest and
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sinking fund purposes, and nothing in this section affects
the right of any creditor of the county to pursue any remedy
now given him by law to obtain payment of his claim.™

Section 81. section 7-6-4121, MCA, is amended to read:

"7-6-4121. Authorization to conduct municipal business
on a cash basis. {l) In case the total indebtedness of a
city or town has reached 7% 19% of the total taxable value
of the property of the city or town subject to taxation, as
ascertained by the last assessment for state and county
taxes, the city or town may cenduct its affairs and business
on a cash basis as provided by subsection (2).

{(2) (a) wWhenever a city or town 1is conducting its
business affairs on a cash basis, the reasonable and
necessary current expenses of the city or town may be paid
out of the cash in the city or town treasury and derived
from its current revenues, under such restrictions and
regulations as the city or town council may by ordinance
prescribe.

{b) In the event that payment is made in advance, the
city or town may require a cash deposit as collateral
security and indemnity, equal in amount to such payment, and
may hold the same as a special deposit with the city
treasurer or town clerk, in package form, as a pledge for
the fulfillment and performance of the contract or

obligation for which the advance is made.
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{c) Before the payment of the current expenses
mentioned above, the <¢ity or town council shall first set
apart sufficient money to pay the interest upon its legal,
valid, and outstanding bonded indebtedness and any sinking
funds therein provided for and shall be authorized to pay
all wvalid claims against funds raised by tax especially
authorized by law for the purpose of paying such claims.”™

Section B82. Section 7-6-4254, MCA, is amended to read:

"7-6-4254. Limitation on amount of emergency budgets
and appropriations. (1) The total of all emergency budgets
and appropriations made therein in any one year and to be
paid from any city fund may not exceed 38% 43% of the total
amount which could be produced for such city fund by a
maximum levy authorized by law to be made for such fund, as
shown by the last completed assessment roll of the county.

{2) The term "taxable property", as used herein, means
the percentage of the wvalue at which such property is
assessed and which percentage is used for the purposes of
computing taxes and does not mean the assessed value of such
property as the same appears on the assessment roll.”

Section 83. sSection 7-7-107, MCA, is amended to read:

"7-7-107. Limitation on amount of bonds for
city-county consolidated wunits. (1) Except as provided in
7-7-108, no city-county consolidated 1local government may

issue bonds for any purpcse which, with all ocutstanding
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indebtedness, may exceed 39% 44% of the taxable value of the
property therein subject to taxation as 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.”

Section 84. section 7-7-108, MCA, is amended to read:

“7-7-108. Authorization for additional indebtedness
for water or sewer aystems. (1) For the purpose of
constructing a sewer system or procuring a water supply or
constructing or acquiring a water system for a city—-county
consolidated government which shall own and control such
water supply and water system and devote the revenues
therefrom to the payment of the debt, a city-county
consclidated government may incur an additional indebtedness
by borrowing money or issuing bonds.

{2) The additional indebtedness which may be incurred
by borrowing money or issuing bonds for the construction of
a sewer system or for the procurement of a water supply or
for both such purposes may not in the aggregate exceed 10%
over and above the 39% 44% referred to in 7-7-107 of the
taxable value of the property therein subject to taxation as

ascertained by the 1last assessment for state and county

taxes."
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Section 85. section 7-7-2101, MCA, is amended to read:

"7-7-2101. Limitation on amount of county
indebtedness. (1) No county may become indebted in any
manner or for any purpose to an amount, including existing
indebtedness, in the aggregate exceeding 23% 26% of the
total of the taxable value of the property therein 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, as ascertained
by the last assessment for state and county taxes previous
to the incurring of such indebtedness.

{2) Mo county may incur indebtedness or liability for
any single purpose to an amount exceeding $500,000 without
the approval of a majority of the electors thereof voting at
an election to be provided by law, except as provided in
7-21-3413 and 7-21-3414.

{3} Nothing in this section shall apply to the
acquisition of conservation easements as set forth in Title
76, chapter 6."

Section 86. 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
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for any purpose which, with all outstanding bonds and
warrants except county high school bonds and emergency
bonds, will exceed 11s25% 12.5% 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
15-23-612, to be ascertained by the last assessment for
state and county taxes prior to the proposed lissuance 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 2#+75% 31% of the total
of the taxable value of the property in the county subject
te 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 thereon and furnishing and equipping the same for
county high school purposes.

{3) In addition to the bonds allowed by subsections

-69- SB 469

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

25

SB 0469/03

(1) and (2}, a county may issue bonds for the construction
or improvement of a jail which will not exceed t2+5% 14% of
the taxable value of the property in the county subject to
taxation.

(4) The limitation in subsection (1) shall not apply
to refunding bonds issued for the purpose of paying or
retiring county bonds lawfully issued prior to January 1,
1932."

Section 87. sSection 7-7-4201, MCA, is amended to read:

"7-7-4201. Limitation on amount of bonded
indebtedness. (l) Except as otherwise provided, no city or
town may issue bonds or incur other indebtedness for any
purpose in an amount which with all cutstanding and unpaid
indebtedness will exceed 28% 32% of thé 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 ocutstanding warrants or bonds is not the incurring
of a new or additional indebtedness bhut is merely the

changing of the evidence of outstanding indebtedness.”
Section 88. section 7-7-4202, MCA, is amended to read:
"7-7-4202. Special provisions relating to water and

sewer systems, (1) Notwithstanding the provisions of

7-7-420', for the purpose of constructing a sewer system,

procuring a water supply, or constructing or acquiring a
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water system for a city or town which owns and controls the
water supply and water system and devotas the revenues
therefrom to the payment of the debt, a city or town may
incur an additional indebtedness by borrowing money or
issuing bonds.

(2) The additional total indebtedness that may be
incurred by borrowing money or issuing bonds for the
construction of a sewer system, for the procurement of a
water supply, or for both such purposes, incliuding all
indebtedness theretofore contracted which is wunpaid or
cutstanding, may not in the aggregate exceed 55% over and
above the 28B% 32%, referred teo in 7-7-4201, of the taxable
value of the property therein subject to taxatien as
ascertained by the last assessment for state and county

taxes.”

Section 89. section 7-13-4103, MCA, is amended to
read:

*7-13-4103. Limitation on indebtedness for acquisition
of mnatural gas system. The total amount of indebtedness
authorized to be contracted in any form, including the
then-existing indebtedness, must not at any time exceed 7%
19% of the total taxable value of the property of the city
or town subject to taxation as ascertained by the last

assessment for state and county taxes."

Section 90. section 7-14-236, MCA, is amended to read:
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n7-14-236. Limitation on bonqed indebtedness. The
amount of bonds issued to provide Eunds for the district and
outstanding at any time shall not exceed 28% 323% of the
taxable value of taxable property therein as ascertained by
the last assessment for state and county taxes previous to
the issuance of such bonds."

Section 91. sSection 7-14-2524, MCA, is amended to
read:

*7-14-2524. Limitation on amount of bonds issued -—-
excess void. (1} Except as otherwise provided hereafter and
in 7-7-2203 and 7-7-2204, no county shall issue bonds which,
with all outstanding bonds and warrants except county high
school bonds and emergency bonds, will exceed 3%¥+25% 12.5%
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 15-23-612. The taxable property and the
amount of interim production and new production taxes levied
shall be ascertained by the last assessment for state and
county taxes prior to the issuance of such bonds.

(2) A county may issue bonds which, with all
outstanding bonds and warrants except county high school

bonds, will exceed 3}+25% 12.5% but will not exceed 22:5%
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25.5% of the total of the taxable value of such property,

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 for the purpose
of replacing, rebuilding, o¢r repairing county buildings,
bridges, or highways which have been destroyed or damaged by
an act of God, disaster, catastrophe, or accident.

{(3) The wvalue of the bonds issued and all other
outstanding indebtedness of the county, except county high
school bonds, shall not exceed 22:5% 25.5% of the total of
the taxable value of the property within the county, 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)ib} and multiplied by 60%, plus the
amount of value represented by new production exempted from
tax as provided in 15-23-612, as ascertained by the last
preceding general assessment.”

Section 92. Section 7-14-2525, MCA, is amended to
read:

"7-14-2525., Refunding agreements and refunding bonds
authorized. (1) Whenever the total indebtedness of a county
exceeds 22+5% 25.5% of the total of the taxable value of the

property therein, plus the amount of interim production and
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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, and
the board determines that the county is unable to pay such
indebtedness in full, the board may:

{a) negotiate with the bondheolders for an agreement
whereby the bondholders agree to accept less than the full
amount of the bonds and the accrued unpaid interest thereon
in satisfaction thereof;

{b) enter into such agreement;

(c) issue refunding bonds for the amount agreed upon.

{2) These bonds may be issued in more than one series,
and each series may be either amortization or serial bonds.

{3} The plan agreed upon between the bcard and the
boendholders shall be embodied in  full in the resclution

providing for the issue of the bonds.™

Section 93. section 7-14-4402, MCA, is amended to

read:

"7-14-4402. Limit on indebtedness to provide bus
service. The total amount of indebtedness authorized under
7-14-4401(1) to be contracted in any form, including the
then-existing indebtedness, may not at any time exceed 28%
32% of the total taxable value of the property of the city

or town subject to taxation as ascertained by the last
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assessment for state and county taxes. No money may be
borrowed or bonds issued for the purpecses specified in
7-14-4401(1) until the proposition has been submitted to the
vote of the taxpayers of the city or town and the majority
vote cast in its Favor."

Section 94. section 7-16-2327, MCA, is amended to
read:

"7-16-2327. Indebtednesgs for park purposes. (1)
Subject to the provisions of gubsection (2), a county park
board, in addition to powers and duties now given under law,
shall have the power and duty to contract an indebtedness in
behalf of a county, upon the credit thereof, for the
purposes of 7-16-2321(1) and (2).

{2) {a) The total amount of indebtedness authorized to
be contracted in any form, including the then-existing
indebtedness, must not at any time exceed 3% 15% of the
total of the taxable value of the taxable property in the
county, 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, ascertained by
the Jlast assessment for state and county taxes previous to
the incurring of such indebtedness.

(b} No money may be borrowed on bonds issued for the
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purchase of lands and improving same for any such purpose
until the proposition has been submitted to the vote of
those gualified under the provisions of the state
constitution to vote at such election in the county affected
thereby and a majority vote is cast in favor thereof."

Section 95. secrion 7-16-4104, MCA, is amended to
read:

*7-16-4104. Authorization for municipal indebtedness
for various cultural, social, and recreational purposes. (1}
A city or town council or commission may contract an
indebtedness on behalf of the city or town, upon the credit
therecf, by borrowing money or issuing bonds:

{a} for the purpose of purchasing and improving lands
for public parks and grounds;

{b} for procuring by purchase, construction, or
otherwise swimming pools, athletic fields, skating rinks,
playgrounds, museums, a golf course, a site and building for
a civic center, a youth center, or combination therecf: and

{c) for furnishing and equipping the same.

{2) The total amount of indebtedness authorized to be
contracted in any form, including the then-existing
indebtedness, may not at any time exceed ¥6-5% 19% of the
taxable value of the taxable property of the city or town as
ascertained by the last assessment for state and county

taxes previous to the incurring of such indebtedness. No
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money may be borrowed on bonds issued for the purchase of
lands and improving the same for any such purpose until the
proposition has been submitted to the vote of the qualified
electors of the city or town and a majority vote is cast in
favor thereof.”

Section 96. section 7-31-106, MCA, is amended to read:

“7-31-106. Authorization £for county to issue bonds —-—
election required. {1) If the petition is presented to the
board of <c¢ounty commissioners, it shall be the duty of the
board, for the purpose of raising money to meet the payments
under the terms and conditions of said contract and other
necessary and proper expenses in and about the same and for
the approval or disapproval thereof:

(a) to ascertain, within 30 days after submission of
the petition, the existing indebtedness of the county in the
aggregate; and

{b) to submit, within 60 days after ascertaining the
same, to the electors of such county the proposition to
approve or disapprove the contract and the issuance of bonds
necessary to carry out the same.

(2) The amount of the bonds authorized by this section
may not exceed 22-5% 25% of the taxable value of the taxable
property therein, inclusive of the existing indebtedness
thereof, to be ascertained by the last assessment for state

and county taxes previous to the issuance of said bonds and

=77~ SB 469

wu

~l

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

22

23

24

25

SB 0469/03

incurring of said indebtedness.”

Section 97. Ssection 7-31-107, MCA, is amended to read:

“7-31-107. Authorization for municipality to issue
bonds -- election required. (1) If said petition is
presented to the council of any incorporated city or town,
the council, for the purpose of raising money to meet the
payments under the terms and conditions of said contract and
other necessary and proper expenses in and about the same
and for the approval or disapproval thereof:

{a) shall ascertain, within 30 days after submission
of the petition, the aggregate indebtedness of such city or
town; and

(b) shall submit, within &0 days after ascertaining
the same, to the electors of such c¢ity or town the
proposition to approve or disapprove said contract and the
issuance of bonds necessary to carry out the same.

(2) The amount of the bonds authorized by this section
may not exceed ¥6:5% 19% of the taxable value of the taxable
properky therein, inclusive of the existing indebtedness

thereof, to be ascertained in the manner provided in this

part."

Section 98B. sSection 7-34-2131, Mca, is amended to

read:

“7-34-2131. Hospital district bonds authorized. (1)} A

hospital district may borrow money by the issuance of its
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boends to provide funds for payment of part or all of the
cost of acquisition, furnishing, equipment, improvement,
extension, and betterment of hospital facilities and to
provide an adequate working capital for a new hospital.

{2) The amount of bonds issued for such purpose and
cutstanding at any time may not exceed 22-5% 25.5% of the
taxable value of the property therein as ascertained by the
last assessment for state and county taxes previous to the
issuance of such bonds.

(3) Such bonds shall be authorized, sold, and issued
and provisions made for their payment in the manner and
subject to the conditions and 1limitations prescribed for
bonds ©of school districts by Title 20, chapter 9, part 4.

{4) Nothing herein shall be construed to preclude the
provisions of Title 50, chapter 6, part 1, allowing the
state to apply for and accept federal funds."

Section 99. section 20-9-406, MCA, is awended 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, including all
indebtedness represented Dby outstanding bonds of previous
issues and registered warrants, is 45% 51% 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% 51% maximum, however, may not pertain to indebtedness
imposed by special improvement district obligations or
assessments against the school 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 schoel district
has reached the 45% 51% 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) wWhenever bonds are issued for the purpose of
refunding bonds, any moneys to the credit of the debt
service fund for the payment of the boﬁds to be refunded are
applied towards the payment of such bonds and the refunding
bond issue is decreased accordingly."

Section 100, section 20-9-407, MCA, is amended to
read:

"20-9-407. Industrial facility agreement for bond
issue in excess of maximum. (1) In a school diskrict within
which a new major industrial facility which seeks to qualify
for taxation as class five property under 15-6-135 is being
constructed or is about to be constructed, the school
district may require, as a precondition of the new major

industrial facility qualifying as class five property, that

-80- 5B 469



®» -

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

25

SB 0469/03

the owners of the proposed industrial facility enter into an
agreement with the school district concerning the issuing of
bonds in excess of the #5% 51% limitation prescribed in
20-5-406. Under such an agreement, the school district may,
with the approval of the voters, issue bonds which exceed
the limitation prescribed in this section by a maximum of
45% 51% of the estimated taxable value of the property of
the new major industrial facility subject to taxation when
completed. The estimated taxable value of the property of
the new major industrial facility subject to taxation shall
be computed by the departmernt of revenue when regquested to
do so by a resolution of the board of trustees of the school
district. A copy of the department's statement of estimated
taxable wvalue shall be printed on each ballot used to vote
on a bond issue proposed under this section.

(2} Pursuant to the agreement between the new major
industrial facility and the school district and as a
precondition to qualifying as class five property, the new
major industrial facility and its owners shall pay, in
addition to the taxes imposed by the school district on
property owners generally, so much of the principal and
interest on the bonds provided for under this section as
represents payment on an indebtedness in excess of the
limitation prescribed in 20-9-406. After the completion of

the new major indusktrial facility and when the indebtedness
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of the school district no longer e}ceeds the limitation
prescribed in this section, the new major industrial
facility shall be entitled, after all the current
indebtedness of the school district has been paid, to a tax
credit over a period of no more than 20 years. The credit
shall as a total amount be equal to the amount which the
facility paid the principal and interest of the school
digtrict's bonds in excess of its general liability as a
taxpayer within the district.

(3) A major industrial facility is a facility subject
Lo the taxing power of the school district, whose
construction or operation will increase the population of
the district, imposing a significant burden upon the
resources of the district and requiring construction of new
school facilities. A significant burden is an increase in
ANB of at least 20% in a single year.”

Section 101, section 15-1-101, MCA, is amended to
read:

®15-1-101. Definitions. (1) Except as otherwise
specifically provided, when terms mentioned in this section
are used in connection with taxation, they are defined in
the following manner:

{a) The term "agricultural" refers tc the raising of
livestock, poultry, bees, and other species of domestic

animals and wildlife in domestication or a captive
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environment, and the raising of field crops, fruit, and
other animal and vegetable matter for food or fiber.

{b) The term "assessed value” means the value of
property as defined in 15-B-~111.

(c) The term "average wholesale value" means the value
to a dealer prior to reconditicning and profit margin shown
in national appraisal guides and manuals or the wvaluation
schedules of the department of revenue.

(d} (i) The term "commercial®, when used to describe
property, means any property used or owned by a business, a
trade, or a nonprefit corporation as defined in 35-2-102 or
used Eor the production of income, except that property
described in subsection (ii).

{ii) The following types of property are not
commercial:

{A) agricultural lands and timberlands;

tB}--timberiandss

t€3{B) single-family residences and ancillary
improvements and improvements necessary to the function of a
bona fide farm, ranch, or stock operétion:

tB}¥(C) mobile homes used exclusively as a residence
except when held by a distributor or dealer of trailers or
mobile homes as his stock in trade; and

tE}{DP) all property described in 15-6-135{1){h).~

tF}-~-mli-property-described-in-15-6-136;-and
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t6y——ali-property-described-in-15-6-146<

{e) The term “"comparable property” means property that
has similar wuse, functicn, and utility; that is influenced
by the same set of economic trends and physical,
governmental, and social factors; and that has the potential
of a similar highest and best use.

{£) The term “"credit” means solvent debts, secured or
unsecured, owing to a person.

(g) The term "improvements" includes all buildings,
structures, fences, and improvements situated upon, erected
upon, or affixed to land. When the department of revenue or
its agent determines that the permanency of location ¢f a
mobile home or housetrailer has been established, the mobile
home or housetrailer is presumed to be an improvement to
real property. A mobile home or housetrailer may be
determined to be permanently located only when 1t is
attached to a foundation which cannot feasibly be relocated
and only when the wheels are removed.

{h) The term "leasehold improvements" means
improvements to mobile homes and mobile homes located on
land owned by another person. This property is assessed
under the appropriate classification and the taxes are due
and payable in two payments as provided in 15-24-202.
Delinquent taxes on such leasehold improvements are a lien

only on such leasehold improvements.
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(i} The term "livestock" means cattle, sheep, swine,
goats, horses, mules, and asses,

{j) The term "mobile home" means forms of housing
known as "trailers”, "housetrailers", or "trailer coaches"
exceeding 8 feet in width or 45 feet in length, designed to
be moved Erom one place to another by an independent power
connected to them, or any “trailer", "housetrailer", or
"trailer coach" up to 8 feet in width or 45 feet 1in 1length
used as a principal residence.

{k) The term "“personal property" includes everything
that is the subject of ownership but that 1is not included
within the meaning of the terms "real estate" and
"improvements",

(1) The term “"poultry" includes all chickens, turkeys.
geese, ducks, and other birds raised in domestication to
produce food or feathers.

(m) The term "property" includes moneys, credits,
bonds, stocks, franchises, and all other matters and things,
real, personal, and mixed, capable of private ownership.
This definition must not be construed to authorize the
taxation of the stocks of any company or corporation when
the property of such company or corporation represented by
the stocks is within the state and has been taxed.

{tn] The term "real estate"” includes:

{i) the possession of, c¢laim to, ownership of, or
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right to the possession of land;

(i1) all mines, minerals, and quarries in and under the
land subject to the provisions of 15-23-5301 and Title 15,
chapter 23, part 8; all timber belonging to individuals or
corporations growing or being on the lands of the United
States; and all rights and privileges appertaining thereto.

{0} "Research and development firm” means an entity
incorporated under the laws of this state or a foreign
corperation authorized to do business in this state whose

principal purpose is to engage in thecretical analysis,

exploration, and experimentation and the extension of

investigative findings and theories of a scientific and
technical nature into practical application for experimental
and demonstration purposes, including the experimental
production and testing of models, devices, equipment,
materials, and processes.

(p) The term "taxable value" means the percentage of
market or assessed value as provided for in 15-6-131 through

15-6-149 15-6-135, 15-6-141, 15-6-145, and 15-6-147.

(g} The term "weighted mean assessment ratio" means
the total of the assessed values divided by the total of the
selling prices of all area sales in the stratum.

(2} The phrase "municipal corporation" or
"municipality" or "taxing unit" shall be deemed to include a

county, city, incorporated town, township, school district,
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irrigation district, drainage district, or any person,
persons, or organized body authorized by law to establish
tax levies for the purpose of raising public revenue.

(3) The term "state board" or "board" when used
without other qualification shall mean the state tax appeal
board."

Section 102. section 15-6-133, MCA, is amended to
read:

"15-6-133. Class three property -- description --
taxable percentage. (1) Class three property includes:

{a) agricultural land as defined in 15-7-202-; and

{b) timberland. For the purpose of this section,

"timberland" means contiquous land that exceeds 15 acres in

one ownership and that is capable of producing timber that

can be harvested in commercial quantity.

{2) Class three property is taxed at the--taxabte
percentage-rate-34p4 30% of its productive capacity.
£3y--8ntit--July--3;—-19B67;-the-taxabie-percentage-rate
spi-for-ciass-three-property-is-38%<
té4y--Prior-to-duty-17;-190867-the-dapartment--of--revenue
ahati--determine—-the-taxabie-percentage-rate-“pP'-applticabie
to-class-three-property-for-the-revaination-cycte--beginning
danuary-:;-1986r-as-folltowar
tay--Phe--direcror--aé--the-deparement-sf-revenue-shait

cereify-to-the-governar-bhefoare—Jduly-1;-19867-the--perecentage

-87- 5B 469

10
11
12
13
14
i5
16
17
18
19
20
21
22
23
24
25

SB 0469,/03

by--which—~the--appratsed-vaiue-of-all-property-in-the-state
ciassified-under-ctass-thres-as-—of--dJanuary--+7--19865--has
tncreased--due-~to-the-revatuation-condueted-under-15-2-%13<
Phis—-figure—-is——-the---tcertified-—-statewide---pereentage
inereassis
tb}--Phe--taxable--vaine--sf-property-in-ciass-three-is
determined--as--a--~funetion--cf--che-—-certifred---atatewrde
perecentage—-increase——in--acecordance——with—-the--tabie-shown
belows
te}-—Phis--tabre--timtts--the--statewide--itnereass———in
taxable--vatustion--resunlting--from--reappratsal-—-to--8%--In
eatentating-the-percentage-increase;-the-department-may-—-not
eansider-agrieniturat-use-changes-during-catendar-year-1585+
tdy-—-Phe--taxable--percentage--must--ba--catcuiated--by
interpotation-to-ceincide--with--the--nearest--whoie--nomber
certified——stntewide~—percentuge—incren:e-Ercm—thg—foiiowing
tabtes
€ertified-Statewide €iasa-—Phree-Faxabie

Percentage—Inerease Percentage-"p4

-8 J4-68
0 27-27
20 25-480
30 £3:66
40 243
56 z2e< 60
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¢5}--After~duity-ir-15867-no-adiustment-may-be--made--by
the--department--to--the-taxabie-percentage-rate-tpl-untii-a
revatuation-has-been-made-as-provided-in-15-3-113;"

Section 103. section 15-6-134, MCA, is amended to
read:

“15-6-134. Class four property -- description --
taxable percentage. (1) Class four property includes:

{a) all land except that specifically included in
another class;

(b) all improvements except those specifically
included in another class;

{c) the first $80,000 or less of the market wvalue of
any improvement on real property and appurtenant land not
exceeding S acres owned or under contract for deed and
actually occupied £for at least 10 months a year as the
primary residential dwelling of any person whose total
income from all sources including otherwise tax—exempt
income of all types is not more than 510,000 for a single
person or $12,000 for a married couple, as adjusted
according to subsection (2)(b){ii);

{d) all golf courses, including land and improvements
actually and necessarily used for that purpose, that consist
of at least 9 holes and not less than 3,000 lineal yards,

(2) Class four property is taxed as follows:

{(a) Except as provided in 15-24-1402 or 15-24-1501,
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property described in subsections (1)(a) and (1){b) is taxed
at 3rB86% 3.5% of its market value,

(b) (i) Property described in subsection (l){c} is
taxed at 3-86% 3.5% of its market value multiplied by a
percentage figure based on income and determined from the

following table:

Income income Percentage

Single Person Marcied Couple Multiplier
$ 0 - $ 1,000 3 0 - % 1,200 0%
1,001 - 2,000 1,201 - 2,400 10%
2,001 - 3,000 2,401 - 3,600 20%
3,001 - 4,000 3,601 - 4,800 30%
4,001 - 5,000 4,801 - 6,000 40%
5,001 - 6,000 6,001 - 7,200 50%
6,001 - 7,000 7,201 - 8,400 60%
7,001 - 8,000 8,401 - 9,600 70%
B,001 - 9,000 9,601 - 10,800 80%
9,001 - 10,000 10,801 - 12,000 90%

{ii) The income levels contained in the table in
subsection (2)(b)(i) must be adjusted for inflation annually
by the department of revenue. The adjustment to the income
levels is determined by:

{A) multiplying the appropriate dollar amcunt from the
table in subsection (2)(b}(i) by the ratio of the PCE for

the second quarter of the year prior to the year of
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application to the PCE for the second quarter of 1986; and

(B} rounding the product thus obtained to the nearest
whole dollar amount.

{iii) "PCE" means the implicit price deflator for
personal consumption expenditures as published guarterly in
the Survey of Current Business by the bureau of economic
analysis of the U.S. department of commerce.

{¢) Property described in subsection {1){(d} is taxed
at one-hatf two-thirds the taxable percentage rate
established in subsection {2){a).

[3) After July 1, 1986, no adjustment may be made by
the department to the taxable percentage rate for class four
property until a revaluation has been made as provided in
15-7-111.

(4) Within the meaning of comparable property as
defined in 15-1-101, property assessed as commercial
property is comparable only to other property assessed as
commercial property, and property assessed as other than
commercial property is comparable only tc other property
assessed as other than commercial property."

Section 104. section 15-6-135, MCA, is amended to
read:

*15-6~-135. Class five property -- description -
taxable percentage. {1) Class five property includes:

{a) all property used and owned by cooperative rural
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electrical and cooperative rural 'telephone associations
organized under the laws of Montanar-except-property-swned
by-cooperative-organizations-deseribed-in-sybaectian--t11{by
of-315-6-13%;

{b) air and water pollution control equlipment as
defined in this section:

(c) new industrial property as defined in this
section;

tdy--any—-perscnal--or--reat-property-used-primactiy-in
the-production-of-~gaschot~during-constructron--and--for--the
first-3-years-of-rts-operations

tej——art---tand---and--imprevementa-—-and-—-—ali--peraonal
property-owned-hy-a-research-and-develepment-£firm;-—provided
ehat--the--property--is—-mctively--deveted--teo--research-and
develcpment;

{tf3--machinery-—and--eguipment--usecd--in---ectectrokytie
reduction-factiitiess

(d} electric transformers and meters; electric light

and power substation machinery; natural gas measuring and

requlating station eguipment, meters, and compressor station

machinery, owned by noncentrally assessed public utilities;

and tools used in_ the repair and maintenance of this

property;

(e} a trailer or mobile home used as a residence

except when:
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{i} held by a distributor or dealer of trailers or

mobile homes as his stock in trade; or

{ii) specifically included in another class;

(£) the first $80,000 or iess of the market value of a

trailer or mobile home used as a residence and actually

occupied for at least 10 months a year as the primary

residential  dwelling of any person whose total income from

all sources, including otherwise tax-exempt income of all

types., is not more than $10,000 for a single person or

$12,000 for a married couple, as adjusted according to

15-6-134(2)(b){ii};

{g) all other personal property not included in any

other class in this part except personal property that is:

(i} subject to a fee in lieu of a property kax; or

{ii) exempt from taxation wunder Title 15, chapter 6,

part 2; and

{h) all other property used for noncommercial purposes

that is not real property or an improvement to real property

and that is not included in another class or exempt from

taxation under Title 15, chapter 6, part 2.

(2} (a} "Air and water pollution eguipment” means
facilities, machinery, or equipment used to reduce or
control water or atmospheric pollution or contamination by
removing, reducing, altering, disposing of, or storing

pollutants, contaminants, wastes, or heat. The department of
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health and envirenmental sciences shall determine if such
utilization is being made.

(b} The department of health and environmental
sciences' determination as to air and water pellution
equipment may be appealed to the board of health and
environmental sciences and may not be appealed to either a
county tax appeal board or the state tax appeal board.
However, the appraised value of the eguipment as determined
by the department of revenue may be appealed t¢c the county
tax appeal board and the state tax appeal board.

(3) "New industrial property" means any new industrial
plant, including land, buildings, machinery, and fixtures,
used by new industries during the first 3 vyears of their
operation. The property may not have been assessed within
the state of Montana prior to July 1, 196l.

(4) (a) "New industry" means any person, corporation,
Eirm, partnership, assaciation, or other group that
establishes a new plant in Montana for the operation of a
new industrial endeavor, as distinguished from a mere
expansion, reorganization, or merger of an existing
industry.

{b) New industry includes cnly those industries that:

{i} manufacture, mill, mine, produce, process, oOr

fabricate materials;

(ii) do similar work, employing capital and labor, in
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which materials unserviceable in their natural state are
extracted, processed, or made fit for use or are
substantially altered or treated so as to create commercial
products or materials; or

{iii) engage in the mechanical or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Classification Manual prepared by the United
States office of management and budget.

(5) New industrial property does not include:

(a) property used by retail or wholesale merchants,
commercial services of any type, agriculture, trades, or
professions;

(b} a plant that will create adverse impact on
existing state, county, or municipal services; or

(¢} property used or employed in any industrial pilant
that bhas been in operation in this state for 3 years or
longer.

{6) Class five property is taxed at-3%-eof--its--market

vatuer as follows:

{a) Property described in subsections (l){a} through

titey (1)(D), (1)(g), and (1)(h} is taxed at 3:5% 4% of its

market value.

{B) PROPERTY DESCRIBED IN SUBSECTION (1)(E} IS TAXED

AT 3.5% OF ITS MARKET VALUE.
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£b¥(C) Property described in subsection (1)(f} is

taxed at 3.5% of its market value multiplied by a percentage

figure based on_income _and determined from the table in

15-6-134(2) (b)(i}."

SECTION 105. SPCTION 15-6-201, MCA, IS AMENDED TO

READ:

"15-6-201. Exempt categories. (1) The following
categories of property are exempt from taxation:

{a) the property of:

(i) the United States, the state, counties, cities,
towns, Sschool districts, except, if congress passes
legislation that allows the state to tax property owned by
an agency created by congress. to transmit or distribute
electrical enerqy, the property constructed, owned, or
operated by a public agency created by the congress to
transmit or distribute electric energy produced at privately
owned generating facilities (not including rural electric
cooperatives);

(ii) irrigation districts organized under the laws of
Montana and not operating for profit;

{iii) municipal corporations; and

{iv)} public libraries;

(b} buildings, with land they occupy and furnishings
therein, owned by a church and used for actual religious

worship or for residences of the clergy, together with
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adjacent land reasonably necessary for convenient use of
such buildings;

{c) property wused exclusively for agricultural and
horticultural societies, for educational purposes, and for
nonprofit health care Efacilities, as defined in 50-3-101,
licensed by the department of health and environmental
sciences and organized under Title 35, chapter 2 or 3. A
health care facility that is not licensed by the department
of health and environmental sclences and organized under
Titie 35, chapter 2 or 3, is not exempt.

(d) property that meets the following conditions:

{i} is owned and held by any association or
corporation organized under Title 35, chapter 2, 3, 20, or
21;

{(ii) is devoted exclusively to use in connection with a
cemetery or cemeteries for which a permanent care and
improvement Ffund has been established as provided for in
Title 3%, chapter 20, part 3; and

{iii) is not maintained and operated for private or
corporate profit;

{e) institutions of purely public charity;

(f) evidence of debt secured by mortgages of record
upon real or personal property in the state of Montana;

{g) public art galleries and public observatories not

used or held for private or corporate profit;
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{h) all household goods and furniture, including but
not limited to clocks, musical instruments, sewing machines,
and wearing apparel of members of the family, used by the
owner for personal and domestic purposes or feor furnishing
or equipping the family residence;

(i) a truck canopy cover or topper weighing less than
300 pounds and having no accommodations attached. Such
property is alsoc exempt from taxation under 61-3-504(2) and
61-3-537.

(j) a bicycle, as definmed in 61L-1-123, used by the
owner for personal transportation purposes:

{k)} motor homes, travel trailers, and campers;

{1) all watercraft;

(m) 1land, fixtures, buildings, and improvements owned
by a cooperative association or nonprofit corporation
organized to furnish potable water to its members or
customers for uses other than the irrigation of agricultural
land;

(n) the right of entry that is a property right
reserved in land or received by mesne conveyance (exclusive
of leasehold interests), devise, or succession to enter land
whose surface title is held by another to explore, prospect,
or dig for oil, gas, coal, or minerals;

(o) property owned and used by a corporation or

association organized and operated exclusively for the care
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of the developmentally disabled, mentally i1l1, or
vocationally handicapped as defined in 18-5-101, which is
not operated for gain or profit;

(p) all farm buildings with a market value of less
than $500 and all agricultural implements and machinery with
a market value of less than $100; and

{q) property awned by a nonprofit corporation
organized to provide facilities primarily for training and
practice for or competition in international sports and
athletic events and not held or used for private or
corporate gain or profit. For purposes of this subsection
(1}(gq), ™"nonprofit corporation" means an organization exempt
from taxation under section 50l(c) of the Internal Revenue
Code and incorporated and admitted under the Montana
Nonprofit Corporation Act; and

(r) the first ¢15,000 or less of market value of any

single-family owner-occupied residence owned by a Montana

resident.

(2) (a) The term “institutions of purely public
charity” includes organizations owning and operating
facilities for the care o¢f the retired or aged or
chronically ill, which are not cperated for gain or profit.

{b) The terms “public art galleries" and "public
observatories” include only those art galleries and

observatories, whether of public or private ownership, that
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are open to the public without charge at all reascnable
hours and are used for the purpcse of education only.

{3) The following portions of the appraised value of a
capital investment made after January 1, 1979, in a
recognized nonfossil form of enerqgy generation, as defined
in 15-32-102, are exempt from taxation for a peried of 10
years following installation of the property:

{a) $20,000 in the case of a single-family residential
dwelling;

(b} $100,000 in the case of a multifamily residential
dwelling or a nonresidential structure. [Subsection (1) (c)
applicable to taxable years beginning after December 311,
1987--sec. 4, Ch, 455, L. 1987.)"

Section 106. section 15-6-207, MCA, is amended to
read:

“15-6-207. BAgricultural exemptions. (1) The following
agricultural products are exempt from taxation:

(a) all unprocessed, perishable fruits and vegetables
in farm storage and owned by the producer;

{b) &ll producer-held grain in storage;

{e) ali nonperishable, unprocessed agricultural
products, except 1livestock, held in possession of the
original producer for less than 7 months following harvest;

{d) except as provided in subsection {li(e}, livestock

which have not attained the age of 24 months as of the last
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day of any month if assessed on the average inventory basis
or on March 1 if assessed as provided in 15-24-911(1)(a);
(e) swine which have not attained the age of 6 months
as of January 1;
(£) poultry and the unprocessed products of poultry;

and

(g) bees and the unprocessed product of beest;

(h) the unprocessed products of livestock and THE

UNPROCESSED PRODUCTS OF other domestic animals and wildlife

raised in domestication or a captive environment; and

(i) cats, dogs, and other household pets not raised

Eor profit.

{2) Any beet digger, beet topper, beet defoliator,
beet thinner, beet cultivator, beet planter, or beet top
saver designed exclusively to plant, cultivate, and harvest
sugar beets 1is exempt from taxation if such implement has
not been used to plant, cultivate, or harvest sugar beets
for the 2 years immediately preceding the current assessment
date and there are no available sugar beet contracts in the
sugar beet grower's marketing area."

Section 107. section 15-8-111, MCA, is amended to
read:

“15-8-111. Assessment -- market value standard —
exceptions. (l) All taxable property must be assessed at

100% of its market value except as otherwise provided.

-101- SB 469

v D 0~

10
11
12
13
14
15
i6
17
18
19
20
21
22
23
24

25

SB 0469/03

(2) (a) Market value is the‘value at which property
would change hands between a willing buy=sc and a willing
seller, neither being under any compulsion to buy or to sell
and both having reasonable knowledge of relevant facts.

(b) If the department uses construction cost as one
approximation of market value, the department shall fully
consider reduction in value caused by depreciation, whether
through physical depreciation, functional obsolescence, or
economnic obsolescence.

(c) Except as provided in subsection (3). the market
value of all motor trucks; agricultural tools, implements,
and machinery; and vehicles of all kinds, including but not
limited to boats and all watercraft, |is tﬁe average
wholesale wvalue shown in national appraisal guides and
manuals or the value of the wvehicle before reconditioning
and profit margin. The department of revenue shall prepare
valuation schedules showing the average wheolesale value when
no national appraisal guide exists.

{3} The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property, except:

(a) the wholesale value for agricultural implements
and machinery is the loan value as shown in the Official

Guide, Tractor and Farm Equipment, published by the national
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farm and power equipment dealers association, St. Louis,
Missouri;

(b) for agricultural implements and machinery not
listed in the official gquide, the department shall prepare a
supplemental manual where the values reflect the same
depreciation as those found in the official guide; and

(c) as otherwise authorized in Title 15 and Title 61.

(4) For purposes of taxation, assessed value 1is the
same as appraised wvalue.

(5) The taxable value for all property 1is the
percentage of market or assessed value established for each
class of property.

{6) The assessed wvalue of properties in 15-6-131
through 15-6-133 is as follows:

(a) Properties in 15-6-131, wunder class one, are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

(b) Properties in 15-6-132, under <c¢lass two, are
assessed at 100% of the annual gross proceeds.

{c) Properties in 15-6-133, under class three, are
assessed at 100% of the precductive capacity of the lands

when wvalued For agricultural purposes or _at 100% of the

combined assessed value of the standing timber and grazing

productivity of the land when valued as timberland. All

lands that meet the qualifications of 15-7-202 are valued as
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agricultural lands for tax purposes.

fd}-—Prepettie:—in—is-e-1437—under—e1nss-bhirteenT——are
assessed-—-at--1004-~of—ghe-—combined-appraised-valne-of-the
standing-timber-and-grazing-productivity-of-—the--iand--when
valued-as-timberiands

{(7) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

(a) ownership of the improvements is different from
ownership of the land;

(b) the taxpayer makes a written reguest; or

{c) the land is outside an inceorporated city or town.™

Section 108. section 15-8-205, MCA, is amended to
read:

"15-8-205. Initial assessment of ciass-tweive-property
mobile homes -- when. The county assessor shall assess all

class—---twelve-~-property mobile homes described in

15-6-135(1}(e) and (1)({£f) immediately upon arrival in the

county if the taxes have not been previously paid for that

year in another county in Montana."

NEW SECTION. Section 109. University system
funding. There 1is allocated from the money collected from
the sales tax and use tax to the state special revenue fund
¥5% 3% 15% of the sales tax and use tax, as allocated in
[section 75({1)({b}{ii)])., for the support, maintenance, and

improvement of the Montana university system,
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vocational-technical centers, and community college

districts, subject to the board of regents' supervision.

Section 110, section 15-10-402, MCA, is amended to
read:

"15-10-402. Property tax limited to $986& 1991 levels.
{l) Except as provided 1in subsections ({2) and (3), the
amount of taxes levied on property described in 15-6-1337
and 15-6-1347-15-6-%365-15-6-1397-35-6-1427-and-¥5-6-144 may
not, for any taxing jurisdiction, exceed the amount levied
for taxable year 1986 1991.

(2) The limitation contained in subsection (1} does
not apply to levies for rural improvement districts, Title
7, chapter 12, part 21:; special improvement districts, Title
7., chapter 12, part 41; or bonded indebtedness.

(3} New construction or improvements to or deletions
from property described in subsection {1) are subject to
taxation at 1986 1991 levels.

{(4) As used in this section, the "amount of taxes
levied® and the "amount 1levied" mean the actual dollar
amount of taxes imposed on an individual piece of property,
notwithstanding an increase or decrease in value due to
inflation, reappraisal, adjustments in the percentage

muitiplier used to convert appraised value to taxable wvalue,

changes in the number of mills levied, or increase or

decrease in the value of a mill."
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SECTION 111. SecTION 15-10-4l1l, MCA, IS AMENDED TO

READ:

"15-10-411. (Temporary) Declaration of policy --
clarification -~ extension to all property classes. Section
15-10-401 is interpreted, clarified, and extended as
follows:

(1) 1In order to avoid constitutional challenges based
on discriminatory treatment of taxpayers in tax classes not
enumerated in 15-10-401 and 15-10-402, the limitation to
3586 1991 levels 1is extended to apply to all classes of
property described in Title 1%, chapter &, part 1.

{2) The policy declaration in 15-10-401(5) that no
further property tax increases be imposed is interpreted to
mean no further increase may be made in the tax rate applied
to property in each class in 1986 1991.

{3} ¥No new class of property may be created solely to
circumvent the policy underlying 15-10-401 and 15-10-402. If
a new class of property is created in order to afford
preferential treatment to a category of property, the
taxable rate that applies may not exceed the rate at which
such property was taxed in 3966 199]. (Terminates December

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

SECTION 112. secTioN  15-10-412, MCA, IS AMENDED TO

READ:

"15-10-412. {Temporary) Property tax limited to 1986
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1991 lewvels -- clarification —- extension to all property
classes. Section 15-10-402 is interpreted and clarified as
follows:

(1) The limitation to 3386 1991 levels is extended to
apply to all classes of property 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 liability for an
individual property is capped at the dollar amount due in
each taxing unit for the 366 1991 tax year. In tax years
thereafter, the property must be taxed in each taxing unit
at the %86 1991 cap or the product of the taxable value and
mills ievied, whichever is less for each taxing unit.

{3) The limitation on the amount of taxes levied does
not mean that no fugther 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
improvemeats;

(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
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15-6-132;

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

th) revaluations caused by:

(i) eyclical reappraisal; or

{ii) expansion, addition, replacement, or remcdeling of
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;

{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

(f) conversion af the individual propecty from
tax-exempt to taxable status.

(5) Property in classes four, twelve, and fourteen, as

amended by [this act], is valued according to the procedures

used in 1986, or the 1991 tax year if a revaluation pursuant
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to 15-7-111 has been completed, including the designation of

1982 as the base year, or the designation of a new base year

if a revaluation pursuant to 15-7-111 has been completed,

until the reappraisal cycle beginning January 1, 1986, is
completed and new valuations are placed on the tax rolls and
a new 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 (5)(a) through
(5)(d) that is not class four, c¢lass twelve, or class

fourteen property, as amended by [this act]l, is valued

according to the procedures used in 1986, or a subseguent

revaluation completed pursuant to 15-7-111, but is also

subject to the dollar cap in each taxing unit based on 1386

the mills levied in 1986, or in 1991 if a revaluation

pursuant to 15-7-111 has been completed subsequent to 1986.

{7) {a) The limitation 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 classifications,

salaries of local government officers, and all other matters
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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 miils levied, a taxpayer's

liability may not exceed the dollar amount due in each

taxing unit for the 1986 tax year, or the 1391 tax year if a

revaluation pursuant to 15-7-111 has been completed, unless

the taxing unic's taxable valuation decreases by 5% vr more

from the previous 1986 tax year, or the 1391 tax year if a

revaluation pursuant to 15-7~111 has been completed. If a

taxing unit's taxable valuation decreases by 5% or more from

the previous 1986 tax year, or the 1981 tax year if a

revaluation pursuant to 15-7-111 has been completed, 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, or the 1991 tax year

if a revaluation pursuant to 15-7-111 has been completed, in

that taxing unit.

{b) For the purposes of this subsection (7), property

tax replacement revenue received as reimbursement from sales

tax proceeds is considered to be revenue from property
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taxes.

(8) The limitdtion 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;

(@) 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
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 resolution
of the governing body of the taxing unit centaining:

{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
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expected by the taxing unit;

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

() 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 limitation on the amount of taxes levied does
not apply to 1levies reguired to address the funding of
relief of suffering of inhabitants caused by famine,
conflagration, or other public calamity. (Terminates
December 31, 1989--sec. 6, Ch. €654, L. 1987.)"

Section 113. section 15-16-611, MCA, is amended to
read:

"15-16-611. Reduction of property tax Ffor property
destroyed by natural disaster. (1) The department of revenue
shall, upon showing by a taxpayer that sowme or all af the
improvements on his real property or a trailer or mobile
home as-described-in-15-6-342 have been destroyed to such an
extent that such improvements have been rendered wunsuitable
for their previous use by natural disaster, adjust the
taxable wvalue on the property, accounting for the

destruction.
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(2) The county treasurer shall adjust the tax due and
payable for the current year on the property under 15-16-102
as provided in subsection (3) of this section.

(3) To determiné the amount of tax due for destroyed
property, the county treasurer shall:

{(a) multiply the amount of tax levied and assessed on
the original taxable value of the property for the year by
the ratio that the number of days in the year that the
property existed before destruction bears to 365; and

{b) multiply the amount of tax levied and assessed on
the adjusted taxable value of the property for the remainder
of the year by the ratio that the number of days remaining
in the year after the destruction of the property bears to
365.

(4) This section does not apply to delinquent taxes
owed on the destroyed property for a year prior to the year
in which the property was destroyed.

(5) For the purposes of this section, "natural
disaster" includes but is not limited to fire, Elood,
earthquake, or wind."

Section 114. Section 15-16-613, MCcA, 1is amended to
read:

*15-16-613., Refund of certain taxes paid in other
states. Subject to the provisions of 15-16-601 and upon

proof that tax was paid in another state, a taxpayer is
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entitled to a refund equal to the amount of tax paid in
another state on a helicopter or property that was assessed
in Montana under 15-6-138¢tiY¢tgy 15-6-119 on January 1 of the
year for which the refund 1is due. The refund under this
section may not exceed the tax that was paid in Montana on
the same property for the same period of time."

Section 115. section 15-24-301, MCA, is amended to
read:

"15-24-301., Personal property brought into the state
-- assessment —— exceptions -- custom combine equipment. (1)
Except as provided in subsections (2) through (5), ptoperty
in the following cases is subject to taxation and assessment
for all taxes levied that year in the county in which it is
located:

(a) any personal property (including livestock)
brought, driven, or coming into this state at any time
during the vyear that is used in the state for hire,
compensation, or profit;

{b} property whose owner or user is engaged in gainful
cccupation or business enterprise in the state; or

(c) property which comes to rest and becomes a part of
the general property of the state.

{2) The taxes on this property are levied in the same
manner and to the same extent, except as otherwise provided,

as though the property had been in the county on the regular
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assessment date, provided that the property has not been
regularly assessed for the year in some other county of the
state.

{3) Nothing in this section shall be construed to levy
a tax against a merchant or dealer within this state on
goods, wares, or merchandise brought into the county to
replenish the stock of the merchant or dealer.

{4) Any motor vehicle not subject to a fee in lieu of
tax brought, driven, or coming into this state by any
nonresident person temporarily employed in Montana and used
exclusively for transportation of such person is subject to
taxation and assessment for taxes as follows:

(a} The motor vehicle is taxed by the county in which
it is located.

(b) One-~fourth of the annual tax liability of the
motor vehicle must be paid for each quarter or portion of a
quarter of the year that the motor wvehicle is located in
Montana.

(c) The guarterly taxes are due the first day of the
quarter.

{5) Agricultural harvesting machinery ciass:fred-under
etass-eighty licensed in other statesy and operated on the
lands of persons other than the owner of the machinery under
contracts for hire shall be subject to a fee in lieu of

taxation of $35 per machine for the calendar year in which
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the fee is collected. The machines shall be subject to
taxation wunder--etass-—-eight only if they are sold in
Montana."

Section 116. section 15-24-1102, MCA, is amended to
read:

"15-24-1102. Federal property held under contract of
sale. When the property is held under a coentract of sale or
other agreement whereby upon payment the legal title is or
may be acquired by the person, the real propecrty shall be
assessed and taxed as defined in 35-6-13i--threngh--:5-6-149

Title 15, chapter 6, part 1, and 15-8-111 without deduction

on account of the whole or any part of the purchase price ar
other sum due on the property remaining unpaid. The lien for
the tax may not attach to, impair, or be enforced against
any interest of the United States in the real property."

Section 117. Section 15-24-1103, MCA, is amended to
read:

"15-24-1103. Federal property held under 1lease. When
the property is held under lease, other interest, or estate
therein less than the fee, except under contract of sale,
the property shall be assessed and taxed as for the value,

as defined in ¥5-6-%3%-threugh-35-6-349 Title 15, chapter 6,

part 1, of such leasehold, interest, or estate in the
property and the 1lien E£or the tax shall attach to and be

enforced against only the leasehold, interest, or estate in
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the property. When the United States authorizes the taxation
of the property for the £full assessed value of the fee
thereof, the property shall be assessed for full assessed
value as defined in 15-8-111."

Section 118. Ssection 17-3-213, MCA, is amended to
read:

*17-3-213. Allocation tc general road fund and
countywide school levies, (1) The forest reserve funds ae
apportioned to each county shatt must be apportioned by the
county treasurer in each county between-the-several-funds as
follows:

(a} to the general rocad fund, 66 2/3% of the total
amcunt received;

(b) to the following countywide school levies, 33 1/3%
of the total sum received:

{i) the annual basic tax levy for elementary schools
provided for in 20-9-331;

(ii) the annual special tax for high schools provided
for in 20-9-333; and

{iii) the high school transportation fund provided for
in 20-10-143+

tivy-the--—-elementary--teacher——retirement--and--sectal
security-fund-provided-for-in-20-9-501;

tvy-—-the-higah--scheel--teacher——retirement--and--secial

security-fund-provided-for-+n-206-3-548%.
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{2) The apportionment of money to the funds provided
for under subsection (1)(b) shatt must be made by the county
superintendent based on the proportion that the mill levy of
each fund bears to the total number of mills for all the
funds. wWhepever the total amount of money available for
apportionment under this section is greater than the total
requirements of a levy, the excess money and any interest
income must be retained in a separate reserve fund, to be
reapportioned in the ensuing school fiscal vyear to the
levies designated in subsection (1l}ib).

{(3) In counties wherein in which special road
districts have been created according to law, the board of
county commissioners shall distribute a proporticnate share
of the 66 2/3% of the total amount received for the general
road fund to sueh the special road distriet--or districts
within the county based upon the percentage that the total
area of such the road district bears to the total area of

the entire county."”

Section 119. sSection 19-4-605, MCA, is amended to
read:

*"19-4-605. Pension accumulation fund — employer's
contribution. The pension accumulation fund is the fund in
which the reserves for payment of pensions and annuities
shatt must be accumulated and from which pensions,

annuities, and benefits in lieu therecof--shait of pensions
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and annuities must be paid to or on account of beneficiaries

credited with prior service. Contributions to and payments
from the pension accumulation fund shatt must be made as
follows:

(1) Each employer shall pay into the pension
accumulation fund an amount equal to 7.428% of the earned
compensation of each member employed during the whole or
part of the preceding payroll period.

{t2y--2f-the-empioyer-ta-a-diatrict-or-communibty-cotiege
ditserictr-—the--trustees--shalti--budget--and--pay--for-—-the
employertas-coneribution-under-che-provistens-of-20-9-581=

+3¥(2) If the employer is the superintendent of public
instruction, a public institution of the state of Mcontana, a
unit of the Montana university system, or the Montana state
school for the deaf and blind, the legislature shall
appropriate to the employer an adeguate amount to allow the
payment of the employer's contribution.

t44(3) If the employer is a county, the county
commissioners shall budget and pay for the employer's
contribution in the manner provided by law for the adoption
of a county budget and for payments under the budget.

#53(4) All interest and other earnings realized on the
moneys money of the retirement system shali must be credited
to the pension accumulation fund, and the amount required to

allow regular interest on the annuity savings fund shalil
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must be transferred to that fund from the pension
accumulation Fund.
t6¥(5) All pensions, annuities, and benefits in lieu

thereof-shatt of pensions and annuities must be paid from

the pension accumulation fund.
+7¥{6) The retirement board may, in its discretion,
transfer from Lthe pension accumulation £fund an amount

necessary to cover expenses of administration."

Section 120. Ssection 19-11-503, MCA, is amended to
read;

"19-11-503. Special tax levy for fund requirted. (1)
The purpose of this section is to provide a means by which
each disability and pension fund may be maintained at a
level equal to 3% 3.4% of the taxable valuation of all
taxable property within the limits of the city or town.

(2) whenever the fund contains less than 3% 3.4% of
the taxable wvaluation of all taxable property within the
limits of the city or town, the governing body of the city
or town shall, at the time of the levy of the annual tax,
levy a special tax as provided in 19-11-504. The special tax
5hall be collected as other taxes are collected and, when so
collected, shall be paid into the disability and pension
fund.

(3) If a special tax for the disability and pension

fund is levied by a third-class city or town using the
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all-purpose mill levy, the special tax levy must be made in
addition to the all-purpose levy."

Section 121. section 19-11-504, MCA, is amended to
read:

“19-11-504. Amount of special tax levy. Whenever the
fund contains an amount which is less than 3% 3.4% o©f the
taxable wvaluation of all taxable property in the city or
tawn, the city council shall levy an annual special tax of
not less than 1 mill and not more than 4 mills on each
dollar of taxable valuation of all taxable property within
the city or town."

Section 122. section 20-3-106, MCA, is amended to
read:

"20-3-106. Supervision of schools -- powers and
duties. The superintendent of publie instruction has the
general supervision of the public schools and districts of
the state, and he shall perform the following duties or acts
in implementing and enforcing the provisions of this title:

{l1) resolve any controversy resulting from the
proration of costs by a joint board of trustees under the
provisions of 20-3-362;

{2) 1issue, renew, or deny teacher certification and
emergency authorizations of employment;

(3) negotiate reciprocal tuition agreements with other

states in accordance with the provisions of 20-5-314;
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(1) serve on the teachers" retirement board in
accordance with the provisions of 2-15-1010;

{5) approve or disapprove the orders of a high school
boundary commission in accordance with the provisions of
20-6-311;

(6) approve or disapprove the opening or reopening of
a school in accordance with the provisions of 20-6-502,
20-6-503, 20-6-504, or 20-6-505;

{(7) approve or disapprove school isolation within the
limitations prescribed by 20-9-302;

(8) generally supervise the school budgeting
procedures prescribed by law in accordance with the
provisions of 20-9-102 and prescribe the school budget
format in accordance with the provisions of 20-9-103 and
20-9-506;

(9} establish a system of communication for
calculating joint district revenues in accordance with the
provisions of 20-9-151;

(10) approve or disapprove the adoption of a district's
emergency budget resolution under the conditions prescribed
in 20-9-163 and publish rules for an applicaticon Eor
additional state aid for an emergency budget in accordance
with the approval and disbursement provisions of 20-9-166;

{11) generally supervise the school financial

administration provisions as prescribed by 20-9-201(2);
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{12) prescribe and furnish the annual report forms to
enable the districts to report to the county superintendent
in accordance with the provisions of 20-9-213(5) and the
annual report forms to enable the county superintendents tc
report to the superintendent of publiec instruction in
accordance with the provisions of 20-3-209;

(13} approve, disapprove, or adjust an increase of the
average number belonging (ANB) in accordance with the
provisions of 20-9-313 and 20-9-314;

(14} distribute state equalization aid in support of
the foundation program in accordance with the provisions of
20-9-342, 20-9-346, and 20-9-347;

(15) distribute state impact aid in accordance with the
provisions of 20-3-304;

(16) provide for the uniform and equal provision of
transportation by performing the duties prescribed by the
provisions of 20~10-112;

(17) approve or disapprove an adult education program
for which a district proposes to levy a tax in accordance
with the provisions of 20-7-705;

(18) request, accept, deposit, and expend federal
moneys money in accordance with the provisions of 20-9-603;

(19) authorize the use of federal moneys money for the
support of an interlocal cooperative agreement in accordance

with the provisions of 20-9-703 and 20-9-704;
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(20) prescribe the form and contents of and approve Or
disapprove interstate contracts in accordance with the
provisions of 20-9-705;

(21) approve or disapprove the conduct of school on a
Saturday or on pupil-instruction-related days in accordance
with the provisions of 20~1-303 and 20-1-304;

{22) recommend standards o¢f accreditation for all
schools to the board of public education and evaluate
compliance - with such the  standards and recommend
accreditation status of every school to the beoard of public
educaticn in accordance with the provisions of 20-7-101 and
20-7-102;

(23) collect and maintain a file of curriculum guides
and assist schools with instructional programs in accordance
with the prowvisions of 20-7-113 and 20-7-114;

(24) establish and maintain a library of visual, aural,
and other educational media 1in accordance with the
provisions of 20-7-201;

(25) license textbook dealers and initiate prosecution
of textbook dealers violating the law in accordance with the
provisions of the textbooks part of this title;

{26) as the governing agent and executive officer of
the state of Montana for K-12 vocaticnal education, adapt
the policies prescribed by and in accordance with the

provisions of 20-7-301;
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(27) supervise and coordinate the conduct of special
education in the state in accordance with the provisions of
20-7-403;

(28) administer the traffic education program in
accordance with the provisions of 20-7-502;

(29) administer the school food services program in
accordance with the provisions of 20-10-201, 20-10-202, and
20-10-203;

(30) review school building plans and specifications in
accordance with the provisions of 20-6-622;

{31) prescribe the method of identification and signals
to be used by school safety patrols in accordance with the
provisions of 20-1-408;

{32) provide schools with information and technical
assistance for compliance with the student assessment rules
provided for in 20-2-121 and collect and summarize the
results of auch the student assessment £for the board of
public education and the legislature; and

+33y-admintster——the--distributton--of-state-retirement
equaiiaatien-aid—in—acco:dance—with~26-9—5327—and

+343(33) pecrform any other duty prescribed from time to
time by this title, any other act of the legislature, or the
policies of the board of public education. tSubsection-{33¢
effective-July-17-1988--seer-87-Ehr-6357-bhs-1367<}"

Section 123. section 20-3-324, MCA, is amended to
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read:

"20-3-324. Powers and duties. As prescribed elsewhere
in this title, the trustees of each district shall have--the
power-—-and--it--shati-be-thetr-duty-to-perform-the-foliowing
duties-or-acts:

(1) employ or dismiss a teacher, principal, or other
assistant upon the recommendation of the district
superintendent, the county high school principal, or other
principal as the board may--deem considers necessary,
accepting or rejecting sueh any recommendation as the
trustees shall in their sole discretion determine, in
accordance with the provisions of Title 20, chapter 4;

(2} employ and dismiss administrative personnel,
clerks, secretaries, teacher aides, custodians, maintenance
personnel, school bus drivers, £Egod serviqe persoennel,
nurses, and any other personnel deemed considered necessary
to carry out the various services of the district;

(3) administer the attendance and tuition provisions
and otherwise govern the pupils of the district in
accordance with the provisions of the pupils chapter of this
title;

{4) call, conduct, and certify the elections of the
district in accordance with the provisions of the school
elections chapter of this title;

(5) participate in the teachers' retirement system of
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the state of Montana in accordance with the provisions of
the teachers' retirement system chapter of Title 19;

(6} participate in district boundary change actions in
accordance with the provisions of the districts chapter of
this title;

{7) organize, open, close, or acquire isclation status
for the schools of the district in accordance with the
provisions of the school organization part of this title;

(8) adopt and administer the annual budget or an
emergency budget of the district in accordance with the
provisions of the school budget system part of this title;

(9) conduct the fiscal business of the district in
accordance with the provisions of the school financial
administration part of this title;

{10) establish Fhe ANB, foundation program, permissive
levy, additional levy, cash reserve, and state impact aid
amount for the general fund of the district in accordance
with the provisions of the general fund part of this title;

(11) establish, maintain, budget, and finance the
transportation program of the district in accordance with
the provisions of the transportation parts of this title;

(12) issue, refund, sell, budget, and redeem the bonds
of the district in accordance with the provisions of the
bonds parts of this title;

{13) when applicable,

establish, financially
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administer, and budget for the tuitton--fundy-—-retirement
€nndy building reserve fund, adult education fund,
nonoperating fund, school focd services fund, miscellaneous
federal programs fund, building fund, lease or rental
agreement fund, traffic education fund, and interlocal
cooperative agreement fund in accordance with the provisions
of the other school‘funds parts of this title;

{14) when applicable, administer any interlocal
cooperative agreement, gifts, legacies, or devises in
accordance with the provisions of the miscellaneous
financial parts of this title;

{15) hold in trust, acquire, and dispose of the real
and personal propecty of the district in accordance with the
provisions of the school sites and facilities part of this
title;

(16) operate the schools of the district in accordance
with the provisions of the school calendar part of this
title;

(17) establish and maintain the instructicnal services
of the schools of the district in accordance with the
provisions of the instructional services, textbhooks,
vocational education, and special education parts of this
title;

{18) establish and maintain the school food services of

the district in accordance with the provisions of the school
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food services parts of this title;

{19) make smuch reports from time to time as the county
superintendent, superintendent of public instruction, and
board of public education may require;

{20) retain, when deemed considered advisable, a
physician or registered nurse to inspect the sanitary
conditions of the schoel or the general health conditions of
each pupil and, upon reguest, make available to any parent
or guardian any medical repdrts or health records maintained
by the district pertaining to his child;

{21) for each member of the trustees, visit each school
of the district not less than once each school fiscal year
to examine its management, conditions, and needs, except
trustees from a first-class school district may share the
responsibility for visiting each school in the district;

{22) procure and display outside daily in suitable
weather at each school of the district an American flag
which-shatt-be that measures not less than 4 feet by 6 feet;
and

(23) pecform any other duty and enforce any other
requirements for the government of the schools prescribed by
this title, the policies of the board of public education,

or the rules of the superintendent of public instruction."
Section 124. section 20-5-305, MCA, is amended to

read:
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"20-5-305. Elementary tuition rates, (1) Whenever a
pupil of an elementary district has been granted approval to
attend a school outside of the district in which he resides,
under the provisions of 20-5-301 or 20-5-302, 3uch the
district shall pay tuition tec the elementary district where
the pupil attends school. Except as provided in subsection
{2), the basis of the rate of tuition shall be determined by
the attended district. The rate of tuition shall be
determined by:

{a) totaling the actual expenditures from the district
general fundy and the debt service fundr-andz-tf-the-pupsd
is-a-resident-of-another-county;-the-retirement-£fund;

{b) dividing the amount determined in subsection
{1){a) by the ANB of the district for the current fiscal
year, as determined under the provisions of 20-9-311; and

{c}) subtracting the total of the per-ANB amounk
allowed by 20-9-316 through 20-9-321 that represents the
foundation program as prescribed by 20-9-303 plus the
per-ANB amount determined by dividing the state financing of
the district permissive levy by the ANB of the district,
from the amount determined in subsection {1}(b).

{2) The tuition for a full-time elementary special
education pupil must be determined under rules adopted by
the superintendent of public instruction for the calculation

of elementary tuition for full-time elementary special

=130 SB 469



14
15
16
17
18
19
20
21
22
23
24

25

SB 0469%/03

education pupils as designated in 20-9-311 for Funding
purposes."”

Section 125. section 20-5-312, MCA, is amended to
read:

"20-5-3112. Reporting, budgeting, and payment f£or high
school tuition. {1} Except as provided in subsection (2), at
the close of the school term of each school fiscal year, the
trustees of each high school district shall determine the
rate of tuition for the current school fiscal year by:

{a) totaling the actual expenditures from the district
general fundy and the debt service fundy-mndr;-itf-the-pupti
is—a-resident-of-another-county;-the-petirement-fund;

{b) 4dividing the amount determined in subsection
{l)(a) above by the ANB of the district for the current
fiscal year, as determined under the provisions of 20~9-311;
and

(¢) subtracting the total of the per-ANB amount
allowed by 20-9-31& through 20-9-321 that represents the
foundation program as prescribed by 20-9-303 plus the
per-ANB amount determined by dividing the state financing of
the district permissive levy by the ANB of the district,
from the amount determined in subsection (1)(b) above.

(2) The tuition for a full-time high school special
education pupil must be determined under rules adopted by

the superintendent of public instruction for the calculation
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of tuition for full-time high school special education
pupils as designated in 20~95-31) for }unding purposes.

(3) Before July 15, the trustees shall report to the
county superintendent of the county in which the district is
located:

(a) the names, addresses, and resident districts of
the pupils attending the schools of the district under an
approved tuition agreement;

(b) the number of days of school attended by each
pupil;

{c) the amount, if any, of each pupil's tuition
payment that the trustees, in their discretion, shal}® have
the authority to waive; and

(d) the rate of current school fiscal year tuition, as
determined under the provisions of this section.

(4) When the county superintendent receives a tuition
report from a district, he shall immediately send the
reported information to the superintendent of each district
in which the reported pupils reside.

(5) When the district superintendent receives a
tuition report or reports for high school pupils residing in
his diskrict and attending an out-of-district high school
under approved tuition agreements, he shall determine the
total amount of tuition due sueh the out-pf-district high

schools on the basis of the following per-pupil schedule:
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the rate of tuition, number of pupils attending under an
approved tuition agreement, and other information provided
by each high school district where resident district pupils
have attended school.

(6) The total amount of the high schoeol tuition, with
consideration of any tuition waivers, for pupils attending a
high school outside the county of residence shall be
financed by the county basic special tax for high schools as
provided in 20-9-334. In December, the county superintendent
shall cause the payment by county warrant of at least
one-half of the high school tuition obligations established
under this section out of the First moneys realized from the
county basic special tax for high schools, Thg remaining
obligations must be paid by June 15 of the school fiscal
year. The payments shall be made to the county treasurer of
the county where each high school entitled to tuition is
located. The county treasurer shall credit suaeh tuition
receipts to the general Fund of the applicable high school
district, and the tuition receipts shall be used in
accordance with the pravisions of 20-9-141.

{7) For pupils attending a high school outside their
district of residence but within the county of residence,
the total amount of the tuition, with consideration of any
tuition waivers, must be paid during the ensuing school

fiscal year., The trustees of the sending high school
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district shall include the tuition amount in the tuition
fund of the preliminary and final budgets. This budgeted
tuition amount is not subject to the budget adjustment
provisions of 20-5-132, The county superintendent shall
report the net tuition fund levy requirement for each high
school district to the county commissioners on the second
Monday of ARugust, and a levy on the district shall be made
by the county commissioners in accordance with 20-9-142.
This levy requirement shall be calculated by subtracting
from the total expenditure amount authorized in the fimal
tuition fund budget the sum of the cash balance in the
tuition fund at the end of the immediately preceding school
fiscal year plus any cther anticipated money that may be
realized in the tuition fund. The trustees shall pay by
warrants drawn on the tuition fund the tuition amounts owed
to each district included in the county superintendent's
notification. Payments shall be made whenever there is a
sufficient amount of cash available in the tuition fund but
no later than the end of the school fiscal year for which
the budget is adopted. However, if the trustees of either
the sending or receiving high school feel the transfer
privilege provided by this subsection is being abused they
may appeal to the county superintendent of schools who shall

hold a hearing and either approve or disapprove the

transfer.,"
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Section 126. section 20-9-141, MCA, is amended to

read:

"20-9-141. Computation of general Fund net levy
requirement by county superintendent. (1) The county
superintendent shall compute the levy requirement Ffor each
district's general fund on the basis of the following
procedure:

(a} Determine the total of the funding required FEor
the district's final general fund budget less the amount
established by the schedules in 20-9-318 through 20-9-321 by
totaling:

{i) the district's nonisolated school foundation
program requirement to be met by a district levy as provided
in 20-9-303;

(ii) the district's permissive levy amount as provided
in 20-9-352; and

(iii) any general fund budget amcunt adopted by the
trustees of the district under the provisions of 20-9-353,
including any additional levies authorized by the electors
of the district.

{b} Determine the total of the moneys available for
the reduction of the property tax on the district for the
general fund by totaling:

{i) anticipated federal moneys received under the

provisions of Title 1 of Public Law 8&1-874 or other
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anticipated federal moneys received in lieu of such federal
act;

{ii) anticipated tuition payments for out-of-district
pupils under the provisions of 20-5-303, 20-5-307, 20-5-312,
and 20-5-313;

{iii) general fund cash reappropriated, as established
under the provisions of 20-9-104;

(iv) anticipated or reappropriated state impact aidg
received under the provisions of 20-9-304;

{v) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and 61-3-537;

{vi) anticipated net proceeds taxes for interim
production and new production, as defined in 15-23-601;

{vii) anticipated interest to be earned or
reappropriated interest earned by the investment of general
fund cash in accordance with the provisions of 20-9-213(4);

and

(viii) anticipated sales tax and use tax revenue; and

tviity(ix) any other revenue anticipated by the
trustees to be received during the ensuing school fiscal
year which may be used to finance the general fund.

(c} Subtract the total of the moneys available to
reduce the property tax required to finance the general fund
that has been determined in subsection {1)(b) Erom the total

requirement determined in subsection (l)({(a).
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{2) The net general fund levy requirement determined
in subsection (l)(c) shall be reported to the county
commissioners on the second Monday of August by the county

superintendent as the general fund levy requirement for the

district, and a 1levy shall be made by the county

commissioners in accordance with 20-9-142.¢

Section 127. Section 20-9-201, MCA, is amended to

read:

"20-9-201. Definitions and application. {1l) As used in

this title, unless the context clearly indicates otherwise,

“fund" means a separate detailed account of receipts and

expenditures for a apecific purpose as authorized by law.
Funds are classified as follows:

{a) A "budgeted Fund" means any Ffund for which a

budget must be adopted in order to expend any money from

sueh the Eund. The general fund, transportation fund, bus

depreciation reserve fund, elementary tuition fund,

rerivament--fund; debt service fund, leased facilities fund,

building reserve fund, adult education fund, nonoperating

fund, wvocational-technical center fund, and any other funds

se designated by the legislature shali--be are budgeted

funds.

{b) A “nonbudgeted fund" means any fund for which a

budget is not required in order to expend any money on

deposit in such the fund. The school food services fung,
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miscellaneous federal programs fund, building fund, lease or

rental agreement fund, traffic education fund, interlocal

cooperative fund,

and any other funds =o designated by the
legislature shali-be are nonbudgeted funds.
{2} The school financial administration provisions of

this title apply to all money of any elementary or high

school district except the extracurricular money realized

from pupil activities, The superintendent of public
instruction has general supervisory authority as prescribed

by law over the school financial administration provisions,
as they relate to elementary and high school districtsy. as
prescribed-by-taw-and He shall estabiish-such adopt rules as

are necessary to secure compliance with the law.”

Section 128. Section 20-9-212, MCA, is amended to

read;

"20-9-212. Duties of c¢ounty treasurer. The county

treasurer of each county shall:

(1) receive and hold all school money subject to

apportionment and keep a separate accounting of its

apportionment to the severai districts which are entitled to
a portion of smeh the money according to the apportionments

ordered by the county superintendent. A separate accounting

shail must be maintained for each county Fund supported by a
countywide levy for a

specific, authorized purpose,

including:
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{a} the basic county tax in support of the elementary
foundation programs;

(b) the baaic special tax for high schools in support
of the high school foundation programs;

ic} the county tax in support of the county's high
school transportation obligation;

td}--the--gounty--tax-—-in--support--of--the-high-scheot
ebligations—te-—-the--retirement--systems——of--the--state--of
Montana ;-

tey{d) any additional county tax required by law to
provide for deficiency financing of the elementary
foundation programs;

t€y(e} any additional county tax required by law to
provide for deficiency financing of the high schoal
foundation programs; and

tg¥(f) any other county tax for schools, including the
community colleges, which may be authorized by law and
levied by the county commissioners;

{2) whenever requested, notify the county
superintendent and the superintendent of public instruction

of the amount of county school money on deposit in each--of

the-funds-enumerated any fund provided for in subsection (1)

of this section and the amount of any other school money
subject to apportionment and apportion sueh the county and

other school money to the districts in accordance with the
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apportionment ordered by the county superintendent;

(3) xeep a separate accounting of the expenditures for
each budgeted fund included in the final budget of each
district;

(4) keep a separate accounting of the receipts,
expenditures, and cash balances for each budgeted fund
included in the final budget of each district and for each
nonbudgeted fund established by each district; '

(5) except as otherwise 1limited by law, pay all
warrants properly drawn on the county or district school
money and properly endorsed by their holders;

{6) receive all revenue collected by and for each
district and deposit these receipts in the fund designated
by law or by the district if no fund is designated by law.
Interest and penalties on delinquent school taxes shall must
be credited to the same fund and district for which the
original taxes were levied.

(7) send all revenues revenue received for a joint
district, part of which is situated in his county, to the
county treasurer designated as the custodian of such
revenues the revenue, no later than December 15 of each year
and every 3 months thereafter until the end of the school
fiscal year;

(B) at the direction of the trustees of a district,

assist the district in the issuance and sale of tax and
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revenue anticipation notes as provided in Title 7, chapter
6, part 11:

(9) register district warrants drawn on a budgeted
fund in accordance with 7-6-2604 when there is insufficient
money available in--the--sum——of-money in all funds of the
district to make payment of suech the warrant. Redemption of
registered warrants shait must be made in accordance with
7-6-2116, 7-6-2605, and 7-6-2606.

{10) invest the money of any district as directed by
the trustees of the district within 3 working days of such
the direction;

(11) give each month give to the trustees of each
district an itemized report for each fund maintained by the
district, showing the paid warrants, outstanding warrants,
registered warrants, amounts and types of revenue received,
and the cash balance; and

(12) remit promptly to the state treasurer receipts for
the county tax for a vocational-technical center when levied
by the board of county commissioners."”

Section 129. Section 20-9-301, MCA, is amended to
read:

"30-9-301, Purpese and definition of foundation
program and general fund. (1) A uniform system of free
public schools sufficient for the education of and open to

all school age children of the state shat¥ must be
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established and maintained throughout the state of Montana.
The state shall aid in the support of its several school
districts on the basis of their financial need as measured
by the foundation program and in the manner established in
this title.

{2) The principal budgetary wvehicle for achieving the
minimum financing as established by the foundation program
shaltt-be is the general fund of the district. The purpcse of
the general fund shaii--be is to finance those general

maintenance and operational costs, inéluding employvee

retirement benefits, of a district not financed by other

funds established for special purposes in this title.

(3) The amount of the general fund budget for each
school fEiscal year shait may not exceed the financing
limitations established by this title but shaii--be--ns may
not be 1less than the amount established by law as the
foundation program. The general fund budget shai: must be
financed by the foundation program revenues and may be
supplemented by the permissive levy and additiconal voted

levies in the manner provided by law."

Section 130. section 20-3-331, MCA, is amended to
read:

"20-9-331l. Basic county tax and other revenues for
county equalization of the elementary district foundation

program. (1) It shati--be 1is the duty of the county
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commissioners of each county te levy an annual basic tax of
2B mills on the dollars of the taxable value of all taxable
property within the county, except for vehicles subject to
taxation under 61-3-504(2), for the purposes of 1local and
state foundation program support. The revenue to be
collected from this levy shall must be apportioned to the
support of the foundation programs of the elementary school
districts in the county and to the state special revenue
fund, state equalization aid account, in the following
manner

{a) 1In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the
estimated revenues identified in subsection (2) belew——-shali
be is subtracted from the sum of the county elementary
transportation obligation and the total of the foundation
preograms of all elementary districts of the county.

{b}) If the basic levy prescribed by this section
produces more revenue than is required to finance the
difference dJdetermined abeve, the county treasurer shall
remit the surplus funds to the state treasurer for deposit
to the state special revenue fund, state equalization aid
account, immediately upon occurrence of a surplus balance
and each subsequent month thereafter, with any final
remittance due no later than June 20 of the fiscal year for

which the levy has been set.
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{2) The proceeds realized from the county's portion of
the levy prescribed by this section and the revenues from
the following sources shait must  be used for the
equalization of the elementary district foundation programs
of the county as prescribed in 20-9-334, and a separate
accounting sha}: must be kept of seuenh the proceeds and
revenues by the county treasurer in accordance with
20-9-212(1):

fa) the portion of the federal Taylor Grazing Act
funds distributed to a county and designated for the common
schoocl fund under the provisions of 17-3-222;

{b) the portion of the federal Elood control act funds
distributed to a county and designated for expenditure for
the benefit of the county common schools under the
provisions of 17-3-232;

{c}) all money paid inte the c¢ounty treasury as a
result of fines for violations of law, except money paid to
a Jjustice's court, and the use of which is not otherwise
specified by law:

{d) any money remaining at the end of the immediately
preceding school fiscal year in the county treasurer's
accopnt accounts for the wvarious sources of revenue
established or referred to in this section;

(e) any federal or state money distributed to the

county as payment in lieu of the property taxation
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established by the county levy reguired by this section;

(€£) net proceeds taxes for interim production and new
production, as defined in 15-23-601; ané

{g) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and 61-3-537; and

(h) sales tax and use tax revenue."

Section 131. Section 20-9-333, MCA, is amended to
read:

"20-9-333. Basic special levy and other revenues for
county equalization of high school distriect foundatioen
program. (1) It shail--be is the duty of the county
commissioners of each county to levy an annual basic special
tax for high schools of 17 mills on the doliar of the
taxable value of all taxable property within the county,
except for vehicles subject to taxation under 6£1-3-504(2},
for the purposes of local and state Foundation program
support. The revenue to be collected from this levy shaii
must be apportioned to the support of the foundation
programs of high school districts in the county and to the
state special revenue fund, state equalization aid account,
in the following manner:

{a} In order to determine the amount of revenue raised
by this levy which is retained by the county, the sum of the
estimated revenues identified in subsections (2)(a) and

{2)(b) betow-shati-be is subtracted from the sum of the
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county's high school tuition obligation and the total of the
foundation programs of all high school districts of the
county.

{by If the basic levy prescribed by this section
produces more revenue than is required to finance the

difference determined abeve, the county treasurer shall

remit the surplus funds to the state treasurer for deposit
to the state special revenue fund, state equalization aid
account, immediately upon occurrence of a surplus balance
and each subsequent month thereafter, with any final
remittance due no later than June 20 of the fiscal year Eor

which the levy has been set,

{2) The proceeds realized from the county's portion of
the levy prescribed in this section and the revenues from
the following sources shati must be wused for the
equalization of the high school district foundation programs
of the county as prescribed in 20-9-334, and a separate
accounting shatl must be kept of these proceeds and revenues

by the county treasurer in accordance with 20-9-212(1):

(a) any money remaining at the end of the immediately

preceding school fiscal year in the county treasurer's

accounts for the various sources of revenue established or

referred to in this section;

(b) any federal or state moneys money distributed to

the county as & payment in lieu of the property taxation
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established by the county levy required by this section;

(¢) net proceeds taxes for interim production and new
production, as defined in 15-23-601; and

(d) anticipated revenue from vehicle property taxes
imposed under 61-3-504(2) and 61-3-537; and

(e) sales tax and use tax revenue."

Section 132. section 20-9-343, MCA, is amended to
read:

*20-9-343. Defirnition of and revenue for state
equalization aid. (1) As used in this title, the term "state
equalization aid" means those-moneys the money deposited in
the state special revenue fund as required in this section
plus any legislative appropriation of money from other
sources for distribution to the public schools for the
purpose of equalization of the foundation program,

(2) The legiélative appropriation for state
equalization aid shat® must be made in a single sum for the
biennium. The superintendent of public instruction has
sutherity-ts may spend such the appropriation, together with
the earmarked revenues provided in subsection (3), as
required for foundation program purposes throughout the
biennium,

(3 The following shati must be paid into the state
special revenue fund for state egualization aid to public

schools of the state:
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{a) 31.8% of all money received from the collection of
income taxes under chapter 30 of Title 15;

{b) 25% of all money, except as provided in 15-31-702,
received from the collection of corporation license and
income taxes under chapter 31 of Title 15, as provided by
15-1-501;

(c}y 100% of the money allocated to state egualization
from the collection of the severance tax on coal;

(d) 100% of the money received from the treasurer of
the Unjited States as the state's shares of oil, gas, and
other mineral royalties under the federal Mineral Lands
Leasing Act, as amended;

{(e) 1interest and income money described in 20-9-341
and 20-9-342;

(f) income from the education trust fund account; and

(g) money received from the collection of the sales

tax and use tax, as provided in [section 75(1}(b)(i)};

(h) state lottery proceeds as provided for in

23-5-1027; and

te¥(i) in addition teo these revenues, the surplus
revenues collected by the counties for foundation program
support according to 20-9-331 and 20-9%-13313.

{4) Any surplus revenue in the state equalization aid
account in the second year of a biennium may be used to

reduce the appropriation required for the next succeeding
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biennium.”

Section 133. section 20-9-352, MCA, is amended to
read:

"20-9-352. Permissive amount and permissive levy. (1)
Whenever the trustees of any district shall deem it
necessary to adopt a general Eund budget in excess of the

foundation program amount but not in excess of the maximum

general fund budget amount for such district as established

by the schedules in 20-9-316 through 20-9-321, the trustees
shall adopt a resolution stating the reasoans and purposes
for exceeding the foundation program amount. Such excess
above the foundation program amount shall be known as the
"permissive amount™, and it shall be financed by & levy, as
prescribed in 20-9-141, on the taxable value of all taxable
property within the district, except for vehicles subject to
taxation under 61-3-504(2), supplemented with any biennial
appropriation by the legislature for this purpose. The
proceeds of such an appropriation shall be deposited to the
state special revenue fund, permissive account.

{2) The district 1levies to be set for the purpose of
funding the permissive amount are determined as follows:

(a} For each elementary school district, the county
commissioners shall annually set a levy not exceeding 6
mills on all the taxable property in the district, except

for wvehicles subject to taxation under 61-3-504(2), for the
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purpose of funding the permissive amount of the district.
The permissive levy in mills shall be obtained by
multiplying the ratio of the permissive amount to the
maximum permissive amount by 6 or by using the number of
mills which would fund the permissive amount, whichever |is
less. If the amount--of revenue raised by this levy, plus
anticipated revenue from vehicle property taxes imposed

under 61-3-504{(2) and 61-3-537y~ts and the revenue from a

sales tax and use tax are not sufficient to fund the

permissive amount in full, the amount of the deficiency
shall be paid to the district from the state special revenue
fund according to the provisions of subsections (3) and (4)
of this section.

(b) For each high school district, the county
commissioners shall annually set a 1levy not exceeding 4
mills on all taxable property in the district, except for
vehicles subject to taxation under 61-3-504(2), £for the
purpese of funding the permissive amount of the district.
The permissive levy in mills shall be obtained by
multiplying the ratio of the permissive levy to the maximum
permissive amount by 4 or by using the number of mills which
would fund the permissive amount, whichever is less. If the
ameunt--of revenue raised by this levy, plus anticipated
revenue from vehicle property taxes imposed under

61-3-504(2) and 61-3-537, anrd plus net proceeds taxes for
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interim production and new production, as defined in

15-23-601, += and the revenue from a sales tax and use tax

are not sufficient to fund the permissive amount in full,
the amount of the deficiency shall be paid to the district
from the state special revenue fund according to the
provisions cf subsections (3) and (4) cf this section.

(3) The superintendent of public instruction shall, if
the appropriation by the legislature for the permissive
account for the biennium is insufficient, request the budget
director to submit a request for a supplemental
appropriation in the second vyear of the biennium. The
supplemental appropriation shall provide encugh revenue to
fund the permissive deficiency of the elementary and high
school districts of the state. The proceeds of this
appropriation shall be deposited to the state special
revenue fund, permissive account, and shall be distributed
to the elementary and high scheool districts in accordance
with their entitlements as determined by the superintendent
of public instruction according to the provisions of
subsections (1) and (2) of this section.

{(4) Distribution under this section £from the state
special revenue fund shall be made in two payments., The
first payment shall be made at the same time as the first
distribution of state egualization aid is made after January

1 of the fiscal year. The second payment shall be made at
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the same time as the last payment of state equalization aid
is made for the fiscal year., If the appropriation is not
sufficient to finance the deficiencies of the districts as
determined according to subsection (2), each district will
receive the same percentage of its deficiency. Surplus
revenue in the secand year of the biennium may be used to
reduce the appropriation required for the next succeeding
biennium or may be transferred to the state egqualization aid
state special revenue fund if revenues in that fund are
insufficient to meet foundation program requirements.”

Section 134. section 20-9-502, MCA, is amended to
read:

"20-9-502. Purpose and authorization of a building
reserve fund by an election. (1) The trustees of any
district, with the approval of the qualified electors of the
district, may establish a building reserve for the purpose
of raising money for the future construction, equlpplng, or
enlarging of school buildings or for the purpose of
purchasing land needed for school purposes in the district.
In order to submit to the qualified electors of the district
a building reserve proposition for the establishment of or
addition to a building reserve, the trustees shall pass a
resclution that specifies:

(a) the purpose or purposes for which the new or

addition to the building reserve will be used;
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(b) the duration of time over which the new or
addition to the buitlding reserve will be raised in annual,
equal installments;

{c) the total amount of money that will be raised
during the duration of time specified in subsection (1){b};
and

{d} any other requirements under 20-20-201 for the
calling of an election.

{2) The total amcunt of building reserve when added to
the outstanding Iindebtedness of the district shall not be
more than 45% 51% of the taxable value of the taxable
property of the district. Such limitation shall be
determined in the manner provided in 20-9-406. A building
reserve tax authorization shall not be for more than 20
years.

{3) The election shall be conducted in accordance with
the school election laws of this title, and the electors
qualified to vote in the election shall be qualified under
the provisions of 20-20-301. The ballot for a building
reserve proposition shall be substantially in the following
Eorm:

OFFICIAL BALLOT
SCHOOL DISTRICT BUILDING RESERVE ELECTION
INSTRUCTIONS TO VOTERS: Make an X or similar mark in

the vacant square before the words "BUILDING RESERVE--YES"
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if you wish to vote for the establishment of a building
reserve f(addition to the building reserve); if you are
opposed to the establishment of a building reserve (addition
to the bullding reserve) make an X or similar mark in the
square before the words "BUILDING RESERVE--NO".

Shall the trustees be authorized to impose an
additicnal levy each year for .... years to establish a
building reserve (add to the building reserve) of this
school district to raise a total amount of .... dollars
($....), FL[or the purpose(s) (here state the purpose or
purposes for which the building reserve will be used)?

[] BUILDING RESERVE--YES.
{7 BUILDING RESERVE--NO.

{4) The building reserve proposition shall be approved
if a majority of those electors voting at the election
approve the establishment of or addition to such building
reserve. The annual budgeting and taxation authority of the
trustees for a building reserve shall be computed by
dividing the total autharized amcount by the specified number
of years. The authority of the trustees to budget and
impose the taxation for the annual amount to be raised for
the building reserve shall lapse when, at a later time, a
bond issue is approved by the qualified electors of the
district for the same purpose or purposes for which the

building reserve fund of the district was established.
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Whenever a subsequent bond issue is made for the same
purpose or purposes of a building reserve, the money in the
building reserve shall be used for such purpose Oor purposes

before any money realized by the bond issue is used.”

Section 135. section 20-10-144, MCA, is amended to
read:

"20-10-144, Computation of revenues and net tax levy
requirements for the transportation fund budget. Before the
fourth Monday of July and in accordance with 20-%-123, the
county superintendent shall compute the revenue available to
finance the transportation fund budget of each district, The
county superintendent shall compute the revenue for each
district on the following basis:

(1) The "schedule amount® of the preliminary budget
expenditures that 1is derived from the rate schedules in
20-10-141 and 20-10-142 shall be determined by adding the
following amcunts:

(a} the sum of the maximum reimbursable expenditures
for all approved school bus tfoutes maintained by the
district (to determine the maximum reimbursable expenditure,
multiply the applicable rate per bus mile by the total
number of miles to be traveled during the ensuing school
fiscal year on each bus route approved by the county
transportation committee and maintained by such district);

plus
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(b} the total of all individual transpertation per
diem reimbursement rates for such district as determined
from the contracts submitted by the district multiplied by
the number of pupil-instruction days scheduled for the
ensuing schoocl attendance year; plus

{c) any estimated costs for supervised home study or
supervised correspondence study for the ensuing school
Fiscal year; plus

(d} the amount budgeted on the preliminary budget for
the contingency amount permitted in 20-10-143, except if
such amount exceeds 10% of the total of subsections (l)(a),
[1){b), and (1){c) or 5100, whichever 1is larger, the
contingency amount on the preliminary budget shall be
reduced to such 1limitation amount and wused in this
determination of the schedule amount.

{2) The schedule amount determined in subsection (1)
or the total preliminary transportation fund budget,
whichever 1s smaller, shall be divided by 3 and the
resulting one-third amount shall be used to determine the
available state and county revenue to be budgeted on the
following basis:

(a} the resuiting one-third amount shall be the
budgeted state transportation reimbursement, except that the
state transportation reimbursement for the transportation of

special education pupils under the provisions of 20-7-442
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shall be two-thirds of the schedule amount attributed to the
transportation of special education pupils;

(b) the resulting one-third amount, except as provided
Eor joint elementary districts in subsection (2)(e), shall
be the budgeted county transportation reimbursement for
elementary districts and shall be financed by the basic
county tax under the provisions of 20-9-334;

{c) the resulting one-third amount multiplied by 2
shall be the budgeted county transpertation reimbursement
amount for high school districts f£inanced under the
provisions of subsection (5) of this section, except as
provided for joint high school districts in subsection
{2){e)}, and except that the county transportation
reimbursement for the transportation of special education
pupils under the provisions of 20-7-442 shall be one-third
of the schedule améunt attributed to the transportation of
special education pupils;

{d) when the district has a sufficient amount of cash
for reappropriation and other sources of district revenue,
as determlned in subsection (3), to reduce the total
district obligation for E£inancing to zero, any remaining
amount of such district revenue and cash reappropriated
shall be used to reduce the county financing obligation in
subsections {2){b) or (2)(c) and, if such county financing

obligations are reduced to zero, to reduce the state
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financial obligation in subsection (2)(a); and

(e) the county revenue requirement for EY joint
district, after the application of any district moneys under
subsection (2)(d) above, shall be prorated to each county
incorporated by the joint district in the same proportion as
the ANB of the Jjoint district is distributed by pupil
residence in each such county.

{3} The total of the meneys available for the
reduction of property tax on the district for the
transportation fund shall be determined by totaling:

(a) anticipated federal moneys received under the
provisions of Title I of Public Law 81-874 or other
anticipated federal moneys received in lieu of such federal
act; plus

(b) anticipated payments from other districts for
providing school bus transportation services for such
district; plus

(c) anticipated payments from a parent or guardian for
providing scheol bus transpoitation services for his child;
plus

(d) anticipated interest to be earned by the
investment of transportation fund cash in accordance with
the provisions of 20-9-213{4); plus

(e) anticipated revenue from vehicle property taxes

imposed under 61-3-504(2) and 61-3-537; plus
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(f) net proceeds taxes for interim production and new
production, as defined in 15-23-601; plus

(g) sales tax and use tax revenue; plus

fg¥(h} any other revenue anticipated by the trustees
to be earned during the ensuing school fiscal year which may
be used to finance the transportation fund; plus

th¥{i) any cash available for reappropriation as
determined by subtracting the amount of the end-of-the-year
cash balance earmarked as the transportation £fund cash
reserve for the ensuing schogl fiscal year by the trustees
from the end-of-the-year cash balance in the transportation
fund. Such cash reserve shall not be more than 20% cf the
final transportation fund budget for the ensuing school
fiscal year and shall be for the purpose of paying
transportation fund warrants lssued by the d:strict under
the final transpertation fund budget.

(4} The district levy requirement for each district's
transportation fund shall be computed by:

fa) subtracting the schedule amount c¢alculated in
subsection (1)} from the total preliminary transportation
budget amount and, for an elementary district, adding such
difference to the district obligation to finance one-thicd
of the schedule amount as determined in subsection (2):; and

(b} subtracting the amount of moneys available to

reduce the property tax on the district, as determined in
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subsection (3), from the amount determined in subsection
(4)(a) above.

(5) The county levy requirement for the financing of
the county transportation reimbursement to high school
districts shall be computed by adding all such reguirements
for all the high school districts of the county, including
the county's obligation for reimbursements in jeint high
school districts.

(6) The transportation fund levy requirements
determined in subsection (4) for each district and 1in
subsection (5) £for the county shall be reported to the
county commissioners on the second Monday of August by the
county superintendent as the transportation fund levy
reguirements for the district and for ghe county, and such
levies shall be made by the c¢ounty commissioners 1in
accordance with 20-9-142."

Section 136. section 20-15-311, MCA, is amended to
read:

"20-15-311i. Funding sources. The annual operating
budget of a community college district shall be financed
from the following sources:

{1) the estimated revenues toc be realized from student
tuition and fees, except those related to community service
courses as defined by the board of regents;

(2) a mandatory mill levy on the community college
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district;

(3) the 1-mill adult education levy authorized under
provisions of 20-15-305;

{4) the state general fund appropriation;

(5) an optional voted levy on the community college
district that shall be submitted to the electorate in
accordance with general school election laws;

(6) all other income, revenue, balances, or reserves
not restricted by a source outside the community ccllege
district to a specific purpose;

{7) income, revenue, balances, or reserves restricted
by a source outside the community college district to a
specific purpose. Student fees paid for community service
courses as defined by the board of regents shall be
considered restricted to a specific purpose;

{8) income from a political subdivision that is
designated a community college service region under
20-15-241; and

(9) sales tax and use tax revenue.”

Section 137. section 20-16-202, MCA, is amended to
read:

“20-16-202. Sources of f€inancing for
vocational—-technical center budgets -- distribution of

funds. (1) The total of the budgets approved by the board of

regents shall constitute the teotal maximum approyed
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statewide vocational-technical center, system budget which
shall he financed as follows:

{a) The primary source of financing is to be those
funds specifically designated by legislative enactment or
referendum by the people for financing vocational-technical

education in Montana, including sales tax and use tax

revenue.

(b) The board of county commissioners of each county
in which a designated vocational-technical center is located
shall levy a tax in each calendar year of 1 1/2 mills on the
dollar of all taxable property, real and personal, within
the county to raise the amount appropriated by the
legislature for the support and maintenance of the
vocational-technical center system. The tax is to be
effective for property tax vyears beginning on or after
January 1, 1987. It is the intent of this subsection (1)(b)
that the county commissioners shall levy this tax for fiscal
year 1988 operation of the vocational-technical system and
thereafter.

{c} Designated vocational-technical centers shall be
eligible to receive such funds from the federal government
as the board of regents may provide pursuant to applicable
acts of congress.

{(2) The board of regents shall direct the distribution

of the funds specified in subsection (1) on the basis of the
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budgets approved by the board of regents. The funds earned
by the mill levy specified in subsection (1}(b) shall be
credited to the vocational-~technical center account in the
unrestricted subfund of the current fund in the state
treasury.”

Section 138. section 23-5-1027, MCA, is amended to
read:

"231-5-1027. Disposition of revenue. (1) (a) As near as
possible to 45% of the money paid for tickets or chances
must be paid out as prize money, except as provided in
subsection (1)(b).

(b) In the case of a regional lottery game, a maximum
of 50% of the money paid fFur tickets or chances may be paid
out as prize money.

{2) Up to 15% of the gross revenue from the state
lottery may be used by the director to pay the operating
expenses of the state lottery. Commissions paid to lottery
ticket or chance sales agents are not a state lottery
operating expense.

(3} Funds to pay the operating expenses of the lottery
are statutorily appropriated as provided in 17-7-502.

(4) That part of all gross revenue not used for the
payment of prizes, commissicns, and operating expenses is
net revenue and must be paid quarterly from the enterprise

fund established by 23-5-1026 to the superintendent--of
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publie——instruction--for-distribution-as-equatization-aid-te

the-retirement-fund-obtigations—-of state special revenue

fund for state eqgualization aid provided for in 20-9-343 for

equalization of the Efoundation program for elementary and

high school districts ta-the-manner-provided--in-—-20-3-532."

Section 139. section 33-7-407, MCA, is amended to
read:

"33-7-407. Taxes., Every society organized or licensed
under this chapter is hereby declared tc be a charitable and
benevclent institution, and all of its funds shall be exempt
from all and every state, county, dilstrict, municipal, and

scheocal tax cother than taxes on reai--estate--and--effice

equipment gross receipts taxable under the sales tax and use

tax and taxes on property subject to taxation under Title

15."

Section 140. section 61-3-501, MCA, is amended to
read:
*61-3-501. When vehicle taxes and fees are due. (1)

Property All taxes, new-car-taxesy-and-fees except INCLUDING

sales taxes and use taxes paid at the time of purchase, AND
FEES  must be paid on the date of registration or
reregistration of the vehicle.

(2) If the anniversary date for reregistration of a
vehicle passes while the vehicle is owned and held for sale

by a licensed new or used car dealer, property taxes abate
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on such wvehicle properly reported with the department of
revenue until the vehicle is sold and thereafter the
purchaser shall pay the pro rata balance of the taxes due
and gwing on the vehicle.

(3) In the event a vehicle's registration period is
changed under 61-3-315, all taxes and other fees due thereon
shall be prorated and paid from the last day of the old
period until the first day of the new period in which the
vehicle shall be registered. Thereafter taxes and other fees
must be paid from the first day of the new period for a
minimum period of 1 year. When the change is to a later
registration period, taxes and Eees shall be prorated and
paid based on the same tax year as the original registration
period. Thereafter, during the appropriate anniversary
registration period, each vehicle shall again register or
reregister and shall pay all taxes and fees due thereon for

a 12-month peried.™

SECTION 141. SECTION 61-3-502, MCA, IS AMENDED _TO

READ:

"61-3-502. Sales tax on new motor vehicles -
exemptions. {1) In consideration of the right to use the
highways of the state, there is imposed a tax upon all sales
of new motor vehicles, excluding trailers, semitrailers, and
housetrailers, for which a license is scught and an original

application for title is made. The tax shall be paid by the
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purchaser when he applies for his original Montana license
through the county treasurer.

(2) Except-as-provided--imn--subsection--f4)7--the The
sales tax sha¥i-ber

tay--1-1#2% is 4% of the f.o.b. factory list price or
E.o.b. port-of-entry list price;-during-the-first-guarter-of
the-year-or-for-a-registration-period-cther-than-a--caltendar
year—-er-¢atendar-quarters

th}--1-1/8%-of-the-tist-price-during-the-second-quarter
of-the-years

te}r--37/4-0f-t%-during-the-third-quarter-sf-the-years

td}--3/8--ef--1%-during-the-feurth-quarter-of-the-years

t3y--If-the-manufacturer-or-imperter-fatts——-te--furnish
the--fsosbs-—fretory-tist-price-or-fzocbr-parc-of-enrry-tist
prices~the-department-may-use-pubtished-price-tistas

td)--The-new-car-sates-tax-on-vehictes-subject--to—-the
provistons--of--61-3-313--through--61-3-316-i9-1-1/2%—cf-the
froshs-factory-tisk-price-or-frerbr-port-of-entry-tist-price
regardless--of--the--month--in--which--the--new--vehicte--isa
purchased,

t5¥(3) The proceeds from this tax shall be remitted to
the state treasurer every 30 days for credit as Eollows:

(a 32.5% to the state highway account of the state

special revenue fund; and

(b) 67.5% to the sales tax and use tax account
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described in [section 75].

+63(4) The new vehicle 1is not subject to any other
assessment, fee in lieu of tax, or tax during the calendar
year in which the original application for title is made.

t#+{5) (a) The applicant for original registration of
any new and unused motor vehicle, or a new motor vehicle
furnished without charge by a dealer to a school district
for use as a traffic education motor vehicle by a school
district operating a state-approved traffic education
program within the state, whether or not previocusly licensed
or titled to the school district (except a mobile home as
defined in 15-1-101(1})), acquired by original contract after
January 1 of any year, 1s required, whenever the vehicle has
not been otherwise assessed, to pay the motor vehicle sales
tax provided by this section irrespective of whether the
vehicle was in the state of Montana on January 1 of the
year.

{(b) No motor vehicle may be registered or licensed
under the provisions of this subsection unless the
application for registration is accompanied by a statement
of origin to be furnished by the dealer selling the vehicle,
showing that the vehicle has not previously been registered
or owned, except as otherwise provided herein, by any
person, firm, corporation, or association that is not a new

motor vehicle dealer holding a franchise or distribution
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agreement from a new car manufacturer, distributor, or
importer.

t81(6) (a) Motor vehicles operating exclusively for
transportation of persons for hire within the limits of
incorporated cities or towns and within 15 miles from such
limits are exempt from subsection (1).

{b) Motor vehicles brought or driven into Montana by a
nonresident, migratory, bona fide agricultural worker
temporarily employed in agricultural work in this state
where those motor wehicles are used exclusively for
transportation of agricultural workers are also exempl from
subsection (1)}.

[c) Vehicles lawfully displaying a licensed dealer's
plate as provided in 61-4-103 are exempt from subsection (1)
when moving to or from a dealer's place of business when
unloaded or loaded with dealer's property only, and in the
case of vehicles having a gross loaded weight of less than
24,000 pounds, while being demonstrated im the course of the
dealer's business."

NEW SECTION. Section 142. rTaxable percentage rates ——
restrictions on increasing. The taxable percentage rates
provided in this part, except the percentage rate "R"™ in
15-6-145 or 15-6-147, may be increased only if the increase
is:

(1) adopted by vote of two-thirds of the members of
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each house of the legislature; or

(2) approved by the electorate.

NEW SECTION. Section 143, Sales tax rates AND CREDITS
-— restrictron--on-inereading RESTRICTIONS. (1) A sales tax
rate or use tax rate imposed in [section 2] may be increased
anly i1f the increase is approved by the electorate.

{2) THE INCOME TAX CREDIT FOR SALES TAX PAID PROVIDED

IN [SECTION 71] MAY BE DECREASED ONLY IF THE DECREASE IS

APPROVED BY THE ELECTQRATE.

NEW SECTION. Section 144. pefinitions. As used 1in
[sections 139 through 146], the following definitions apply:

{1y "County™ means any county government, excluding
those classified as consolidated governments.

(2) "lncorporated population”™ means Lthe number of
persons residing within the boundaries of a municipality.

{3} "Mill wvalue" means the amount of revenue that can
be raised within a county or municipaliity by levying 1 mill.
It is determined by multiplying a county's or municipality's
taxable valuation by 0,001,

{4) "Municipality" means an incorporated city, town,
or city-county consolidated government.

(5) "Unincorporated population” means the number of
persons not residing within a municipality.

NEW SECTION. Section 145. Local government block

grant account. (1) There is a local government block grant
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account within the state speciaj revenue fund.

(2) Funds in this account must be used to provide
payments from the local government block grant program to
counties and municipalities.

{3) The 11% of the sales tax and use tax revenue that
is distributed under {section 75(1){b){iii)} must be
deposited in the account.

NEW SECTION. Section 146. Local government block

grant program. (1) The department of commerce shall
administer the local government block grant program and
distribute funds from the 1local government block grant
account.

(2) The 1local government block grant program is
comprised of:

{a) a block grant for counties; and

{(b) a block grant for municipalities.

NEW SECTION. Section 147. bpivision of block grant
funds. The division of funds within the local government
block grant account is as fallows:

{1) The block grant for counties must be funded from
the percentage of funds deposited in the account that equals
the ratio of the unincorporated population to the state
population.

(2} The block grant for municipalities must be funded

from the percentage of funds deposited in the aceount that
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equals the ratio of the incorporated population to the state
population.

NEW SECTION. Section 148. pistribution of block grant
funds to counties. Funds in the block grant account for
counties must be distributed as follows:

(1} One-half of each county's share is determined by
the ratio of the coiinty's population to the total county
population in the state.

{2} One-half is distributed according to the following
formula in which CMV = average mill value per capita of all
counties, IMV = individual county mill value per capita, ICP

= individual county population, and CG = 172 total county

grant:

CMV X ICP = county tax base factor{TBF)

IMV

CG X individual county TBF = 1/2 individual county
sum of all county TBFs share

NEW SECTION. Section 149. Distribution of block grant
funds to municipalities. (1) The biock grant for
municipalities 1is divided into the city/town category and
the consolidated category.

{2) The consolidated category must receive a
percentage of the total municipal grant as determined by the
following formula in which PCG = population of consolidated

governments, UP = unincorporated population, TSP = total
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stated population, and TSMP = total state municipal
population:

PCG + (PCG X UP/TSP) = consolidated category percentage
TSMFP

{3) The city/town and consolidated categories must be
distributed as follows:

(a) One-half of each municipality's share is
determined by the ratio of the municipality's population to
the total municipal population of that category.

{b) One~half is distributed according to the following
formula in which MVPC = average mill value per capita for
all municipalities within each category, IVC = individual
municipality mill wvalue per capita, IMP = individual

municipality population, and CG = 1/2 total grant for each

cateqgory:

MVPC X IMP = municipal tax base Ffactor (TBF}

ve

CG X individual municipality TBF = 1/2 ind'vidual

sum of all municipality TBFs municipality
- ~ share
NEW SECTION. Section 150. population and taxable
valuation figures to be used. (1) Population Ligures used in
[sections 139 through 144] must be the most recent figures

as determined by the department of commerce.

{2) Mill wvalues wused in [sections 139 through 144}
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must be the most recent taxable wvaluation figures as
determined by the department of revenue for the fiscal year
in which payments will be made.

NEW SECTION. Section 151. Disposition and use of
funds. (1) Disbursements from the local government block
grant account must be made on June 30, 19%1, and on June 30
of each succeeding year.

(2) oOne-half of each disbursement must be used to
reduce the local government's general fund mill 1levy, and
cne-half of the disbursement may be used for any purpose
authorized by law.

NEW SECTION. Section 152. Submission to electorate.
The question of whether sections 1 through 146 and 149 of
this act will become effective shall be submitted to the
qualified electors of Montana at the election called
pursuant to section 146 by printing on the ballot the full
title of this act and the follewing:

[] Por imposing a 4% sales tax and use tax, to be used
approximately as follows:

e 35% for state funding of public education, to reduce
local preoperty taxes;

® 10% for higher education;

e 21% to reduce residential, personal, and commercial
property taxes;

e 3.5% to reduce municipal and county property taxes;
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e 3.5% new revenye tor muncipal and county
governments;

e 12.5% for refunds to low-income Eamilies; and

e the remainder to be deposited in the state general
Eund.

[[] AGAINST imposing a 4% sales tax and use tax, to be

used approximately as follows:

e 35% for state funding of publie education, to reduce
local property taxes:

® 10% for higher education;

e 21% to reduce residential, personal, and commercial
property taxes;

¢ 3.5% to reduce municipal and county property taxes;

e 3.5% new revenue for municipal and county
governments;

e 12.5% for refunds to low-income families; and

e the remainder to be deposited in the state general

fund.

NEW SECTION. Section 153. sSpecial election. Pursuant
to Article IIT, sections 5 and 6, of The Constitution of the
State of Montana, [sections 1 through 146 and 149) shall he
submitted to the qualified electors of Montana for their
approval or disapproval at a statewide election to be held

November 7, 1989,

RBEW SECTION. Section 154. Repealer. Sections 15-6-1136
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through 15-6-140, 15-6-142 through 15-6-144, 15-6-146,
15-6-148B, 15-6-149, 15-6-153, 15-6-154, 20-9-501, 20-9-531,
and 20-9-532, MCA, are repealed.

MEW SECTION, Section 155. codification instruction.
(1) {(Sections 1 through 68, 74, 75, and 138} are intended
to be codified as an integral part of Title 15, and the
provisions of Title 15 apply tc [sections 1 through 68, 74,
75, and 138].

{2) [Sections 69 through 73] are intended to be
codified as an integral part of Title 1%, chapter 30, and
the provisions of Title 15, chapter 30, apply to [sections
69 through 731.

(3) [Sections 76 and 137] are intended to be codified
as an integral part of Title 15, chapter 6, part 1, and the
provisions of Title 15, chapter 6, apply to {sections 76 and
137]).

{4) ({Section 107] is intended to be codified as an
integral part of Title 20, chapter 25, and the provisions of
Title 20, chapter 25, apply to [section 107}.

¢5)--{Sections--139--through--146t--are--tntended-to-be
codified-as-an-integrat-part-of-Pitie-?7-chapter-67-and--the
proviaiens—-ef--Pitle--Fr--chapter-67-apply-to-faeceions-139
through-1461-

NEW SECTION. Section 156. cCoordination instruction.

If-~{ehis-~act}--passes--and--Senate-Biiti-Nos-463-farlss-the
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sales-tax-rate-imposed-in-{asction-2-of-this-acti-ts-3%;-and
whersver-the-sales-tax-of-4%-appears-in-tthis-act}l;-it-—must

be--changed--to--3%: (1} IF |[THIS ACT] IS APPROVED AT THE

ELECTION HELD PURSUANT TO [SECTION 152] AND SENATE BILL HNO.

287 IS PASSED AND APPROVED, SENATE BILL NO. 287 IS VOID,

{2) IF EITHER SENATE BILL NO. 463 OR HOUSE BILL NQ.

664 IS NOT PASSED AND APPROVED, NO REFERENDUM MAY BE HELD ON

[THIS ACT] AND [THIS ACT] IS VOID.

NEW SECTION. Section 157, Extension of autherity. Any
existing authority to make rules on the subject of the
provisions of [(this act] is extended to the provisions of
fthis act].

NEW SECTICON. Section 158. sSeverability. If a part of
fthis act] is invalid, all valid parts that are severable
from the invalid part remain in effect. If a part of ({this
act] is invalid in one or more of its applications, the part
remains in effect in all wvalid applications that are
severable from the invalid applications.

NEW secTion., Section 159. saving clause. [This act]
does not affect rights and duties that matured, penalties
that were incurred, or proceedings that were begun before
[the effective date of this act],

NEW SECTION. Section 160. Effective dates. (1) Except
as provided in subsections (2) and (3), [this act] is

effective on approval by the electorate.
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(2} [Sections 147, 148, and this section] are
effactive on passage by the legislature.

(3) [(Section 149] is effective December 31, 1990.

NEW SECTION. Section 161. Applicability. (1)
{Sections 1 through 75 and 139 through 146] are applicable
on and after July 1, 1990.

{2) [Sections 76 through 136] apply to taxable years,
fiscal years, and school fiscal years beginning after
December 31, 1989. However, all taxes, levies, fees,
assessments, and the like levied in 1989 for fiscal vyear

1990 must be paid and are collectible as provided by law.

NEW SEcTIiON. SECTION 182. sSpECIAL INSTRUCTION TO CODE

COMMISSIONER. THE CODE COMMISSIONER IS INSTRUCTEDR TQO MAKE

THE NECESSARY CHANGES TQ THE INTERNAL REFERENCES CAUSED BY

THE ADDITION QF ANY SECTION TO [THIS ACT] OR THE DELETIGN OF

ANY SECTION FROM [THIS ACT].

-End-
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STATE OF MONTANA - FISCAL NOTE
Form BD-15
. In compliance with a written request, there is hereby submitted a Fiscal Note for SB469, on third reading.

DESCRIPTION OF PROPOSED LEGISLATION:

The Education and Tax Reform Act; providing for a 4 percent sales tax and use tax; providing for certain deductions
and exemptions from the tax; generally revising the classification of property for property tax purposes; providing
property tax relief; exempting the first $15,000 or less of market value of single-family residences of Montana
residents from property taxation; revising local government bonding and debt limits; providing credits against or
refund of individual income tax liability; providing for the distribution of the revenue from the sales tax and use
tax; repealing county mill levies for teacher retirement; linking the imposition of a statewide sales tax to state
income tax reform; providing that certain sections of this act be submitted to the qualified electors of the state
of Montana; and providing effective dates and applicability dates.

ASSUMPTIONS:

SALES TAX

1. The sales tax, as provided for in this bill, is projected to produce annualized revenue of $291,596,000 in
calendar year 1990, $306,836,000 in calendar year 1991, and $322,873,000 in calendar year 1992.

2. The use tax will produce revenue egqual to 5 percent of the sales tax.

3. Revenue for the sales and use tax is distributed evenly in each month of the year. Total sales and use tax
collections are projected to be $287,328,000 in FY91, and $329,193,000 in FY92. No sales tax is collected
in FY90.

4. The total sales tax on new automobiles and trucks is 4.0 percent.

5. The sales tax revenue projections assume that the sales tax will be fully operational by July 1, 1990; that

vendors will be in full compliance with the sales tax; and that imposition of a sales tax has no adverse
impact on consumption,

6. Implementing the sales tax will increase administrative expenses $21,344 in FY89; $1,584,879 in FY90; and
$3,638,221 in FY9l.
7. After funding property tax replacement and sales tax credits, sales tax revenue is distributed 59% to state

equalization, 157 to units of higher education, 6% to the local government block grant, and 20% to the state
general fund. Total sales tax revenue to be distributed by this formula is: FY91-$185,726,261, FY92-

$216,141,786.

INDIVIDUAL INCOME TAX

8. Individual income tax collections are projected to be $256,617,000 in FY90, $274,732,000 in FY91, and
$288,164,000 in FY92 (HJR13 and extrapolation of HJR13).

9. Refundable sales tax credits will be $29,257,000 in FY91 and FY92 (no credits will be claimed in FY90).

This assumes 325,081 exempticns (which includes 206,687 exemptions that are currently being claimed on
income tax returns) will claim the $90 credit. This fiscal nete assumys a full year cre in FY91.

DATE
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UCE D. CRIPPEN, PRIMAWY¥ SPONSOR

Fiscal Note for SB469, on third reading

DAVE LEWIS, BUDGET DIRECTOR
QFFICE OF BUDGET AND PROGRAM PLANNING
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PROPERTY TAX

10. The sales tax credits will be paid of out sales tax receipts and will be allocated in the same manner as
individual income tax receipts.

11. The total taxable wvaluation of the state is $1,903,008,000 in FY90, $1,882,194,000 in FY91, and
$1,850,960,000 in FY92 (HJR13 and extrapolation of HJR13).

12. Based on 1988 taxable values, it is estimated that the proposal will reduce the taxable valuation of
personal property by $155,878,998 in tax year 1990 and subsequent tax years.

13. It is assumed that 307 of the reduction in personal property taxable value pertains to unsecured personal
property. Taxes on this property are assessed and collected in April or May of the tax year. Given the
applicability date of January 1, 1990 for the new property tax classification and rates, there is a revenue
reduction in FY90. Total revenue is reduced $2,269,026 to state equalization, $302,704 to the university
system, and $9,936,685 to local governments. This bill provides for reimbursement of these revenue losses
by May 31, 1990. Because this is before the sales tax is implemented, it is assumed that these payments
will be made through a loan mechanism.

14. The exclusion of $15,000 from the taxable valuation of single-family residences applies to the principal
dwelling only.

15. Based on 1988 taxable values, it is estimated that the proposal will reduce the taxable valuation of real
property by $103,892,272 in tax year 1990, and by $148,096,023 in tax year 1991 and subsequent tax years.
The large difference between these years stems from the assumption that under current law timberland (which
is currently taxed in Class 13 at a rate of 3.84 percent) would not be transferred to Class 3 (which is
taxed at 30%) until January 1, 1991. However, under this proposal timberland is transferred to Class 3 on
January 1, 1990.

16. Total property taxes to local governments are reduced $56,295,663 in FY91, and $65,191,184 in FY92 and each
subsequent year.

17. The additional foundation program revenue will be used to reduce retirement levies (an average of 22 mills
in FY91 and FY92), but not to reduce other district levies.

18. Mill levies are 6 mills for universities and 45 mills for the school foundation program.

19. The provisions in this bill pertaining to property tax reclassification and rate reduction apply to tax
years beginning after December 31, 1989.

OTHER ASSUMPTIONS

20. Forest reserve funds are projected to be $2,779,744 in FY90 - FY92,

21. Revenue from the lottery is projected to be $13,500,000 in FY90 - FY92 (Department of Commerce).

22. Revenue from school districts levies for teacher retirement is projected to be $51,779,433 in FY90;
$54,779,433 in FY91; and $57,779,433 in FY92,

23. Implementation of all the proposals in this act is contingent upon (1) passage and approval of both SB463

and HB664, and (2) approval of the electorate in a general election to be held November 7, 1989.
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SPECIAL ELECTION

24. The special election on November 7, 1989 will necessitate the preparation and distribution of a voter

information pamphlet.

FISCAL TMPACT:

FY90

Revenue Impact: Current Law Proposed Law Difference
Sales & Use Tax $ 0 $ 0 $ 0

" Individual Income 256,617,000 256,617,000 0
Property Tax(State) 97,053,000 94,481,270 (2,571,730)
Forest Funds 2,779,744 2,779,744 0
Retirement Levy 51,779,433 51,779,433 0
Lottery 13,500,000 13,500,000 0
Prop. Replace Loan 0 12,508,415 12,508,415
Total $421,729,177 $431,665,862 $ 9,936,685

Fund Infermation:
Property Tax Replacement

University Levy § 11,418,000 $ 11,418,000 $ 0
School Equalization 85,635,000 85,635,000 0
Local Government 0 9,936,685 9,936,685
School Equalization 82,209,058 83,559,058 1,350,000
Sales Tax-Higher Ed. 0 0 0
Loc.Govt.Blk.Grant 0 0 0
General Fund 149,351,000 149,351,000 0
Sinking Fund 25,662,000 25,662,000 0
Teacher's Retirement 57,470,380 56,120,380 (1,350,000)
County Road Fund 1,853,163 1.853,163 0
High School Trans. 30,576 30,576 0
Lottery Prizes 6,075,000 6,075,000 0
Lottery Admin. 2,025,000 2,025,000 0
Total $421,729,177 $431,665,862 $ 9,936,685
Expenditure Impact:
Department of Revenue (General Fund)
Personal Services § 0 $ 350,776 $ 350,776
Operating Expense 0 510,815 510,815
Equipment 0 723,288 723,288
Total $ 0 $ 1,584,879 $1,584,879

The cost to the Secretary of State in FY90 will be $154,000 for producing the
pamphlet. Mailing the pamphlet will cost local governments $253,000 in FY90.
(See the section on long-range effects for the impact of this proposal in FYS2.)

FY91

Current Law Proposed Law Difference
$ 0 $287,328,000 $287,328,000
274,732,000 245,475,000 (29,257,000)
95,992,000 79,942,924 (16,049,076)
2,779,744 2,779,744 0
54,779,433 0 (54,779,433)
13,500,000 13,500,000 0

0 0 0
$441,783,177 $629,025,668 $187,242,491
$ 11,293,000 $ 11,293,000 0
84,699,000 84,699,000 0

0 56,295,663 56,295,663

87,970,058 203,225,865 115,255,807

0 27,858,939 27,858,939

0 11,143,576 11,143,576
159,894,000 197,038,826 37,144,826
27,473,000 27,473,700 700
60,470,380 0 (60,470,380)
1,853,163 1,853,163 0
30,576 43,936 13,360
6,075,000 6,075,000 0
2,025,000 2,025,000 0]
$441,783,177 $629,025,668 $187,242,491
$ 0 $ 2,707,205 $ 2,707,205
0 931,016 931,016

0 0 0

$ 0 $ 3,638,221 $ 3,638,221
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EFFECT ON COUNTY OR OTHER LOCAL REVENUE OR EXPENDITURE:

The reclassification of property, and the reduction in taxable value rates produces a reduction in property tax
revenues of $9,936,685 in FY90, and $56,265,663 in FY91l. These revenue losses would be replaced in their entirety
with loan proceeds in FY90, and sales tax revenue in FY9l. The reduction in property tax mill levies results in
local government taxing jurisdiction levies becoming a larger proportion of total levies. These local tax
jurisdictions would receive additional revenue from fees in lieu of tax that are distributed in the same manner as
property taxes. '

The special election on November 7, 1989 will cost local governments $253,000 in FY90 to mail the voter
information pamphlet.

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

The following tablies show the revenue and fund impacts in FY92.

Revenue Impact:

FY92
Current Law Proposed Law Difference
Sales & Use Tax n $329,193,000 $329,193,000
Individual Income 288,164,000 258,907,000 ( 29,257,000)
Property Tax 94,399,000 75,795,970 { 18,603,030)
Forest Funds 2,779,744 2,779,744 4]
Retirement Levy 57,779,433 0 ( 57,779,433)
Lottery 13,50G,000 13,500,000 0
Total $456,622,177 $680,175,714 $223,553,537
Fund Information: )
Property Tax Replacement
University Levy $ 11,106,000 $ 11,106,000 $ 0
School Equalization 83,293,000 "83,293,000 0
Local Government D 65,191,184 65,191,184
School Equalization 92,241,258 225,442,025 133,200,767
Sales Tax-Higher Ed. 0 32,421,268 32,421,268
Loc.Govt .Blk.Grant 0 12,968,507 12,968,507
General Fund 167,711,400 210,939,931 43,228,531
Sinking Fund 28,816,400 28,816,700 300
Teacher's Retirement 63,470,380 0 (63,470,380)
County Road Fund 1,853,163 1,853,163 0
High School Trans. 30,576 43,936 13,360
Lottery Prizes 6,075,000 6,075,000 0
Lottery Admin. 2,025,000 2,025,000 g
Total $456,622,177 $680,175,714 $223,553,537
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Long-Range Impact on Local Government Revenue:
The reclassification of property, and the reduction in taxable value rates produces a reduction in property tax
revenues of $65,191,184 in FY92., These revenue losses would be replaced in their entirety with proceeds from the

sales tax. Local taxing jurisdictions would also receive additional revenue from fees that are paid in lieu of
tax.

TECHNICAL NOTES:

As drafted, the propusal repeals the tax class for timberland (current law Class 13) beginning in tax year 1990.
As a result, the tax rate for timberland is increased from 3.84 percent to 30 percent, without any offsetting
changes in valuation. This increases property taxes by approximately $12.4 million annually. (Under current law
Class 13 is due to be sunsetted beginning January 1, 1991. It is assumed that the legislature would take
appropriate action to avoid a precipitous rise in the tax on timberland at that time.)

Also, the. proposal provides for approximately, $112 million in increased revenue for local schools in fiscal 1991.
If it is assumed that the entire amount of this revenue would be used to reduce local district levies, then the
cost of the property tax reclassification and rate reductions contained in this bill falls from $90,482,000
(assuming timberland is not subject to a 307 taxable value rate beginning in 1990) to $68,330,000. Under this
assumption, the total property tax relief contained in the bill is estimated to be $180,330,0G0.

Appendix
Combined Fiscal Impact of SB463, SB469, and HB664
(Change in Revenue)

FY90 FY91 Fyo2
Individual Income Tax $ 3,336,000 ($58,161,000) ($57,987,000)
Sales & Use Tax 0 287,328,000 329,193,000
Property Tax (State)} (2,571,730) (16,049,076) (18,603,030)
Retirement Levy 0 (54,779,433) (57,779,433)
Property Replacement
Revenue Loan 12,508,415

Total $13,272,685 $158,338,491 $194,823,537
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Appendix {continued)

Fund Information: FYO0 FYS1 Fy92
(Change in Revenue)
General Fund $ 1,942,000 $ 20,322,826 $ 26,507,531
School Equalization 2,411,000 108,669,807 126,669,767
Sinking Fund 333,000 (2,889,300) (2,871,700)
Local Govt. (Corp Tax) 0 (2,606,000) (2,606,000)
Local Govt.
Replacement Revenue 9,936,685 56,295,663 65,191,184
Higher Education
(Sales Tax) 0 27,858,939 32,421,268
Local Govt. Block Grant D 11,143,576 12,968,507
Teacher's Retirement {(1,350,000) {(60,470,380) (63,470,380)
High School
Transportation 0 13,360 13,360

Total § 13,272,685 $158, 338,491 $194,823,537



