
55th Legislature 

2 

3 

SENATE BILL NO. 5 

INTRODUCED BY HOLDEN 

SB0005.01 

4 A BILL FOR AN ACT ENTITLED: "AN ACT ELIMINATING REGISTRATION REQUIREMENTS FOR 

5 CONTRACTORS; REVISING BONDING LAWS CONCERNING CONTRACTORS; AMENDING SECTIONS 

6 39-3-703, 39-3-705, 39-3-706, AND 39-71-120, MCA; REPEALING SECTIONS 39-9-101, 39-9-102, 

7 39-9-103, 39-9-201, 39-9-202, 39-9-203, 39-9-204, 39-9-205, 39-9-206, 39-9-207, 39-9-211, 39-9-301, 

8 39-9-302, 39-9-303, 39-9-304, 39-9-401, 39-9-402, 39-9-403, 39-9-404, 39-9-405, 39-9-406, 39-9-407, 

9 39-9-408, 39·9·409, AND 39-9-410, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

10 

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

12 

Section 1. Section 39-3-703, MCA, is amended to read: 13 

14 "39-3-703. Contractor to furnish bond•· bond requirements del')esit. (11 E:1rnept as previded in 

15 sueseotion 131, a 8. contractor who contracts with any person or entity to do any work or perform any 

16 services for the person or entity, except personal services of the contractor not involving the work of hired 

17 employees, shall furnish a surety bond or other form of security that must be: 

18 (a) approved by the commissioner; 

19 (b) in an amount+ 

20 Iii ef $e,000 for a general eontraotor or $4,000 for a spooialty oontraetor if tl=ie eontraetor is a sole 

21 13ra13riotor, an indepensant eentraetor, or a oor!)orato offioor worl1in§ as an insiYisual witl=leut on1plo~•oas; 

22 9f 

23 W equal to a contractor's average monthly employee payroll, eases on 12 consecutive n1ontl=is' 

24 13ayroll, as estimated by the commissioner. l-loweYor, tl=lo an1ount n1ay not ee less tl=ian $e,OOO for a §Bnoral 

25 oontraotor er $4,000 for a speoialty eontraotor ana n1ay not eJEoeed $ 2!ii,OOO for any eontraetor.~ 

26 (c) in the name of the state of Montana; 

27 (d) for the purpose of gtiaranteeing: 

28 fit insuring the wages and fringe benefits of all workers employed by the contractor for the 

29 contracted work; 

30 liil all taKes and eontrietitions duo to tl=le state; 
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(iiil 13ayA'leAt te 13eFSeAS f1:1mishiA!j laseF; 

2 (e) filed with the commissioner within 1 week of the making of the contract or the commencement 

3 of work under the contract, whichever comes first. 

4 (2) Only one bond is required on any contractor for each year, and when the bond is filed with and 

5 approved by the commissioner, the commissioner shall certify to any person contracting with a contractor 

6 that the bond is in full force and effect. 

7 (31 IA lie1:1 et the s1:1rety seAd rnquired By s1:10seetieA (1). the seAtraetor R'la',' file with tho 

8 departR'leAt a depesit eoAsistiA!J of sash or other se01:1rity aeee13tasle to the deJ;JaFtR'leAt. 

9 (41 A ehaA!Je iA the AaR'le et a susiAess eF a ehaA!JO in the type ef Business r:nay net iR'lJ;Jair a send 

1 O faF the JlUFJ;Jeses et this seetion as lon!J as oAo of the eri!JiAal a13J;Jlieants for the send R'laintains J;JaFtial 

11 ownership iA the Business severed B)' the bond." 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

Section 2. Section 39-3-705, MCA, is amended to read: 

"39-3-705. Suit on bond. t+t Any Jjersen, fiFR'l, er eeFJ;Jerntien having a olair:n a!Jainst tho employee 

employed by a contractor far any et the iteR'ls reforrnd te in 39 3 703 may bring an action on the surety 

bond in the distriet eeurt in the ee1:1nt)· in 'Nhioh the werlt Y<'aS JlBFferR'leel er in any seunty that has 

j1:1Fisdietien ever the eontraetor employee's own name for wages and fringe benefits. 

121 The s1:1rety issuin!J the send R'lust Be naR'leel as a Jjarty to any suit 1:1pon the 19enel. Aetion upon 

the Bond er depesit must BO somR'loneod BY filiA!J the SUA'lR'lens and oeR'lplaint with the elerk of the 

ap13ropriate distFiot eourt withiA 1 year fr0A1 the elate ef elEpifotieA ef the eertifieate ef FB!jistratien that ·,•,ras 

iA feree at the tiR'le the elair:ned laser was JlOrferA1eel and Benefits aoor1:1ed, the tones and eentrieutien ewin!J 

tho state seoaR'lo sue, or tho olaiA'lOS eeAtrnet werk was oempletod. Servioo of proeess in an aetien a§ainst 

tho eentraster, the eentraster's send, er the deJ;Jesit FRust 190 elEol1:1si 1,·ely sy sorviee UJlOA the elepartA'lent. 

Three eeJ;Jies of the Sl:IR'lR'lens and eeA1plaint aAd a fee ef $10 fer hanellin!J easts r:nust 13e served 13y eertified 

A1ail upen the cJepartA1ent at the tiR'le s1:1it is starteel. The $10 fee R'll:!St 19e deJjesited in tho state speeial 

re¥enue fuAd te the eredit et the departFRent. The departr:nent shall r:naintaiA a rneerd, availaele for p1:113Iie 

inspection, ef all suits ser•,eel. Sor11ioo is Rot SOR'lJllete until the elepartR'lont reeei\•es the $10 fee aAd throe 

copies ef the s1:1A1R'lens and oeR'lplaint. The serviee eonstit1:1tos serYioo on tho registrant and the s1:1rety fer 

suit upen the eons er deposit. Tho separtr:nent shall R'lail the suR'lFROAS ans oen=tJ;Jlaint er a oep•( et the 

sur:nmens anel eoR'lplaint te the registrant at the address listeel in Hrn registrnnt's aJlJ;Jlioatien and to the 
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surety within 4 8 hours after it has Ileen reeei11es. 

2 (6) Tha surety is net liallle in an aggregate anwunt in 01woss of tho aFAeunt naFAos in tho Ilana or 

3 fer any penalty assesses pursuant to Title 69, ehapter 9. The liallility fer the suroty ma,• not aeeumulate 

4 when the Ilona has Ileen ranawas, aantinues, reinstates, reissues, or otherwise m!tenses. The surety may, 

5 upon notiee to the separtment ans the parties, tenser to the elerl, of the eeurt that has jurissietien 0 1,er the 

6 elaim an amount equal to the elaims unser the Ilana er the amount ef tha sens less any jusgments, if an')', 

7 previously satisfies frem the a ens and e1wnerate tho eons to the e)(tent el the tensor. l-lowe11er, if the 

8 aetiens eemmenees ans pensing at an1• one time 01rnees the amount of the Ilona then unimpaires, el aims 

9 must ao satisfies from the aens in ti=le fellowing erser: 

1 O (al laaer, inelusing employee llenefits; 

11 (a) ta110s ans oontrillutions sue to ti=lo state; ans 

12 (el any eourt easts, interest, and attorney fees ti=lat a 13laintiff may Ile entitled to reeo·,•er. 

13 (4) If a final jusgment impairs ti=le liaailit'; ef ti=le surety to ti=le extent ti=lat ti=le aens is ne longer in 

14 effeet in ti=le full amount required in 69 6 706, ti=le d013artment si=lall sus130ns ti=le registration ef ti=le 

15 eentraeter until ti=le aens liaeilit>; !=las seen furnisi=les in ti=le requires amount, unimpaires a•r unsatisfies 

16 jusgment elaims. If ti=le eons aeeomes full•; impaires, a new eons must ee furnisi=les in ti=le amount 

17 13reseri0es 01, 69 6 706. 

18 Hi) .o, 13erson wi=le files and ser\'OB a sumR1ons ans eem13laint as requires sy ti=lis seetien ans wi=le 

19 has an unsatisfies final jusgment against ti=le registrant for any items referres te in 69 6 706 may m1eeute 

20 u13on ti=le seeurity hels ay ti=le s013artment ay serving a eertifies e013y el the unsatisfies final jusgment within 

21 1 year et the sate et Urn entry ef the jusgment. blpen the reoeipt ef ser11ise ef the eertifies eopy, the 

22 ae13artment shall 13ay er erser te ae pais from the s013osit, through the district eeurt that rendered the 

23 judgment, a 13ayment tewars ti=le unsatisfies jusgment. Tho 13rierity el 13ayment ay the department me1st 

24 ao the erser ef reeei13t ay ti=le d013artment, lle1t tho separtR10nt has ne liaaility for 13ayment in 011eess el the 

25 amount ef the se130sit." 

26 

27 Section 3. Section 39-3-706, MCA, is amended to read: 

28 "39-3-706. Liability of een1Faeter person contracting with an ether contractor for failure to require 

29 bond. A sentraetor person contracting with another~ contractor who fails to require the etfl-8f- contractor 

30 to ae registered pursuant te Title 69, eha13tor 9, acquire the surety bond provided for in 39-3-703( 11 is liable 
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to tho employees of the other that contractor for their wages and fringe benefits on that particular job." 

2 

3 Section 4. Section 39-71-120, MCA, is amended to read: 

4 "39-71-120. Independent contractor defined. ( 1) An "independent contractor" is one who renders 

5 service in the course of an occupation and: 

6 la) has been and will continue to be free from control or direction over the performance of the 

7 services, both under the contract and in fact; and 

8 lb) is engaged in an independently established trade, occupation, profession, or business;-aoo 

9 (e} has reeeived an e)(Offiption granted under ae 71 401 (:31. 

10 (21 An individual performing services for remuneration is considered to be an employee under this 

11 chapter unless the requirements of subsection 11 I are met." 

12 

13 NEW SECTION. Section 5. Exception. The provisions of this part do not apply to a resident 

14 contractor who presents to tho commissioner a financial statement certified by a licensed certified public 

15 accountant attesting to a net worth of the contractor in excess of $50,000. 

16 

17 NEW SECTION. Section 6. Repealer. Sections 39-9-101, 39-9-102, 39-9-103, 39-9-201, 

18 39-9-202, 39-9-203, 39-9-204, 39-9-205, 39-9-206, 39-9-207, 39-9-211, 39-9-301, 39-9-302, 39-9-303, 

19 39-9-304, 39-9-401, 39-9-402, 39-9-403, 39-9-404, 39-9-405, 39-9-406, 39-9-407, 39-9-408, 39-9-409, 

20 and 39-9-410, MCA, are repealed. 

21 

22 NEW SECTION. Section 7. Codification instruction. [Section 51 is intended to be codified as an 

23 integral part of Title 39, chapter 3, part 7, and the provisions of Title 39, chapter 3, part 7, apply to 

24 [section 5]. 

25 

26 

27 

NEW SECTION. Section 8. Effective date. [This act] is effective on passage and approval. 

-END-
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STATE OF MONTANA - FISCAL NOTE 

Fiscal Note for SB0005, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act eliminating registration requirements for contractors; revising bonding laws 
concerning contrac~ors. 

ASSUMPTIONS: 
1. Repealer would eliminate contractor registration funding and responsibilities for 

the Legal Bureau and Hearings Bureau within the Legal/Centralized Services Division. 
The inJunction placed on the Department of Labor and Industry (DLI) from enforcing 
this law leaves the department free of any unsettled legal issues, requiring an 
identified workload. 

2. Repealer would eliminate the Contractor Registration Unit in the Employment 
Relations Division. 

3. The DLI's administrative role in determining bonding levels and obtaining bonding 
surety for contractors would continue. 

4. Contractor registration revenue supports the administrative operations of the 
Employment Relations Division. There would be $125,923 in fiscal 1998 and $117,166 
in fiscal 1999 to be reapportioned over all funding sources of the division, because 
these administrative costs would continue to exist. 

FISCAL IMPACT: 

Expenditures: 
Legal/Centralized Services Division: 
FTE 
Personal Services 
Operating Expenses 
Equipment 

Tot.al 

Employment Relations Division: 
FTE 
Personal Services 
Operating Expenses 
Equipment 

Total 

FY98 
Difference 

( 3. 00) 
(110,033) 

(48,286) 
(2 I 613) 

(160,932) 

( 7. 50) 
(233,040) 

(37,861) 
(4,812) 

(266,719) 

Total - Department of Labor and Industry: 
E'TE 
Expenditures 

Funding: 
SSR (Contractor Reg - 02346) 
SSR (Contractor Reg-02346) 
SSR (ESA-02258) 
SSR (WCA-02455) 
E'SR (DLI Fed Fund-03128) 
FSR (Fed Safety Fnds-03130) 
FSR (Fed MSHA-03195) 
Prop(SIF Adm-06041) 
Prop(UEF Adm-06055) 

Revenues: 
Contractor Registration (02346) 

QQ.K ;;L~ /- f-9) 
DAVE LEWIS, BUDGETIRECTOR DATE 
Office of Budget and Program Planning 

(10.50) 
(427,651) 

(427,651) 
(125,923) 

14,740 
72,719 

1,946 
1,402 
2, 813 

443 
31,860 

0 

(520,000) 

FY99 
Difference 

( 3. 00) 
(110,097) 

(48,046) 
(772) 

(158,915) 

(7.50) 
(233,562) 

(37,339) 
I 4. 812 l 

(266,719) 

( 10. 50) 
(425,634) 

(425,651) 
(117,166) 

13,399 
67,703 
1,769 
1,274 
2,557 

403 
30,561 

0 

(600,000) 

!Z~ )~(/_r= (-'l'o/1 
RIC HOLDEN, PRIMARY SPONSOR DATE 

Fiscal Note for SB0005, as introduced 




