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5  SALES AND USE TAX; ALLOWING CERTAIN SALES TAX AND USE TAX EXEMPTIONS; PROVIDING FOR
6 DISTRIBUTION OF SALES TAX AND USE TAX REVENUE; ALLOWING CREDITS AGAINST INCOME TAXES
7  FOR SALES TAXES PAID; ELIMINATING THE CLASSIFICATION OF PROPERTY; EXEMPTING PERSONAL
8 PROPERTY FROM PROPERTY TAXATION; TAXING PROPERTY AT 100 PERCENT OF VALUE; PROVIDING
9  PROPERTY TAX RELIEF; LIMITING PROPERTY TAX INCREASES; REVISING THE CLASSIFICATION OF
0 COUNTIES; REVISING DEBT LIMITS FOR TAXING UNITS; REPEALING INITIATIVE MEASURE NO. 105;
11 AMENDING SECTIONS 7-1-2111, 7-3-1321, 7-6-2211, 7-6-2514, 7-6-4121, 7-6-4254, 7-7-107, 7-7-108,
12 7-7-2101, 7-7-2203, 7-7-4201, 7-7-4202, 7-13-2527, 7-13-4103, 7-14-236, 7-14-2524, 7-14-2525,
13 7-14-4402,7-15-4286, 7-15-4292, 7-16-2327, 7-16-4104, 7-31-106, 7-31-10G7, 7-34-2131, 7-34-2133,
14 7-34-2134, 7-34-2417, 15-1-101, 15-1-201, 15-2-302, 15-6-101, 15-6-201, 15-6-207, 15-7-102,
15 15-7-103,15-7-122,15-7-202,15-7-206, 15-7-221,15-8-104,15-8-111, 15-8-112,15-8-201,15-8-202,
16 15-8-205, 15-8-301, 15-8-405, 15-8-406, 15-8-407, 15-8-701, 15-16-102, 15-16-118, 15-16-202,
17 15-16-603, 15-16-611, 15-17-121, 15-23-101, 15-23-103, 15-23-104, 15-23-105, 15-23-201,
18 15-23-202, 15-23-301, 15-23-501, 15-23-b05, 15-23-703, 15-23-706, 15-23-707, 15-24-101,
19 15-24-102, 15-24-104, 15-24-105, 15-24-205, 15-24-301, 15-24-304, 15-24-902, 15-24-903,
20 15-24-904, 15-24-922, 15-24-1101, 15-24-1102, 15-24-1103, 15-24-1203, 15-24-1703, 15-24-1802,
21 15-24-1902,15-24-2002,15-36-323,15-36-324, 15-36-325,15-63-101,16-1-306, 16-1-411,16-2-301,
22 17-3-213, 17-3-222, 17-7-301, 17-7-502, 19-18-5603, 12-18-504, 20-1-301, 20-3-106, 20-3-205,
23 20-3-324,20-5-316, 20-5-320, 20-5-324, 20-6-702, 20-7-714,20-9-104, 20-9-141, 20-9-142, 20-3-212,
24 20-9-303,20-9-306, 20-9-307, 20-9-308, 20-9-332, 20-9-343, 20-9-344, 20-9-346, 20-9-347, 20-8-348,
25 20-9-351,20-9-353, 20-9-369, 20-9-370, 20-9-371, 20-9-406, 20-9-407,20-2-422, 20-9-439, 20-2-501,
26  20-9-515,20-10-104,20-10-141,20-10-142,20-10-143, 20-10-144, 20-10-145, 20-156-305, 20-156-311,
27 20-15-312, 20-15-313, 20-15-314, 33-7-410, 35-18-503, 53-2-322, 53-2-801, 53-2-813, 61-3-208,
28  61-3-301,61-3-303,61-3-317,61-3-501,61-3-602,61-3-503,61-3-504, 61-3-606,61-3-507,61-3-509,
29 61-3-520, 61-3-535, 61-3-637, 61-3-605, 61-3-701, 61-3-707, 61-4-112, 61-10-214, 67-3-204,

30 76-1-405,77-1-507,81-7-303,81-7-603, 85-9-103,90-5-112, 90-6-304, 90-6-305, 90-6-309, 90-6-402,
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AND 90-6-403, MCA; REPEALING SECTIONS 15-1-111, 15-1-112, 15-6-122, 15-6-131, 15-8-132,
15-6-133, 15-6-134,15-6-135, 15-6-136, 15-6-137, 15-6-138, 15-6-141, 15-6-143, 15:6-145, 15-6-151,
15-8-162, 15-6-215, 15-7-134, 15-8-204, 15-8-404, 15-10-101, 15-10-102, 15-10-104, 15-10-1086,
15-10-401, 15-10-402, 15-10-406, 15-10-411, 15-10-412, 156-16-613, 15-16-802, 15-16-803,
15-23-211, 15-23-212, 15-23-213, 15-23-214, 15-23-215, 15-23-216, 15-24-103, 15-24-302,
15-24-303, 15-24-305, 15-24-601, 15-24-602, 15-24-701, 15-24-801, 15-24-901, 15-24-920,
15-24-926, 15-24-927, 15-24-931, 15-24-1401, 15-24-1402, 15-24-1501, 15-24-2401, 15-24-2402,
15-24-2403,15-24-2404,15-24-2405,15-24-2501,20-9-305, 20-9-331, 20-9-333, 20-9-334, 20-9-335,
20-9-360, 20-9-361, 26—9-366, 20-9-367, 20-9-368, 20-10-146, AND 20-25-243, MCA; ANDPROVIDING
AN EFFECT!VE DATE AND APPLICABILITY DATES."

STATEMENT OF INTENT

A statement of intentis required for this bill because the department of revenue is granted authority
to adopt rules for the administration and enfarcement 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} theregistration 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 the
taxes, including nontaxabie sales;

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

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

administration of the sales tax and use tax:

(7) procedures for the timely and efficient transfer of revenue to local governments and school
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districts as replacement revenue for the reduced property tax base and property tax revenue; and
(8) procedures for payment of the sales tax and use tax based on bracket amounts rather than

using a rounding method.

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

NEW SECTION. Section 1. Definitions. For purposes of [sections 1 through 621, unless the context
requires otherwise, the following definitions apply:

{1} "Department” means the department of revenue.

{2} "Engaging in business” means carrying on or causing to be carried on any activity with the
purpese of direct or indirect benefit.

(3) "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) medicine or preparations, in'liquid, powdered, granular, bottled, capsule, lozenge, or pill form,
sold as a dietary supplement or adjunct not prescribed by a licensed physician;

(i} carbonated water or soft drinks marketed in containers;

{iii) chewing gum;

(iv) candies or confectioneries; or

(v} seeds and plants to grow food.

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

(8) "Maintaining an office or other place of business” means:

{a) any person having or maintaining within this state, directly or by a subsidiary, an office,
distribution house, sales house, warehouse, or place of business; or

(b} any agent operating within this state under the authority of the person or its subsidiary, whether
the place of business or agent is located in the state permanently or temporarily or whether or not the
person or subsidiary is authorized to do business within this state.

{6) (a} "Manufacturing” means combining or processing components or materials, including the
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processing for ores in a mill, smelter, refinery, or reduction facility, to increase their value for sale in the
ordinary course of business.

(b} The term does not include construction.

{7) "Medical services” means a service:

{a) performed by a person licensed to practice a health care profession or health care occupation
licensed under Title 37 or licensed as a mental health protessienal or certified under Title 53, chapter 24,
as a chemical dependency counselor as a regular part of the person’s business activities; and

{b} appiied externally or internally to the human body or mind for the diagnosis, cure, mitigation,
treatment, or prevention of disease.

{8) "Medicine” or "drug" means any substance ar preparation that is:

(@) intended for use by external ar 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 the medicine
or drug.

(9} "Permit" means a seller’s permit as described in [section 39).

{10} "Person” means anindividual, estate, trust, receiver, cooperative association, club, 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.

(11) "Sale™, "selling”, or "buying” means the transfer of property for consideration or the
performance of a service for consideration.

{12] {a} "Sales price”, in addition to the other meanings provided in this subsection (12}, means the
total amount of money or the value of other consideration, except trade-in property of like kind, received
from selting property in Montana, from leasing property used in Montana, or from performing services in
Montana. The term includes all consideration from the sale of 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, sales price means the reasonable value of the property or service
exchanged.

{c} (I} Except as provided in [section 46], when the sale of property or services is made under any

type of charge or conditional or time-sales contract or the leasing of property is made under a leasing
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contract, the setler or lessor shall treat the sales price, excluding any type of time-price differential, under
the contract as the sales price at the time of the sale.

{ii) It the seller or lessor transfers an interest in a cantract referred to in subsection (12){cHi) to a
third person, the third person or lessee shall pay the sales tax or use tax upon the full sale or leasing
contract amount, exciuding any type of time-price differential.

(d}) Sales price includes the total commissions or fees derived from the business of buying, selling,
or promoting the purchase, sale, or lease, as an agent or broker on a commission or fee basis, of any
property, service, stock, bond, or security.

(e} Sales price includes all amounts paid by members of a cooperative association ar similar
organization for sales or leases of personal property or performance of services by the organization.

{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 from the sale or lease of property. The term includes:

(i) activities performed by a person for its members or shareholders; and

(i) 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" include but are not limited-to prescription eyeglasses,
contact lenses, dentures, or artificial limbs, prescribed or ordered by a person licensed to perform medicai
services.

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

use solely outside this state, in the ordinary course of business.

NEW SECTION. Section 2. Imposition and rate of sales tax and use tax -- exceptions. (1) Except
as pravided in subsection (%), a sales tax of 4% is imposed on all sales of property or services. The tax is
imposed on the purchaser and must be collected by the seller and paid te the department by the seller. The
seller holds all taxes collected in trust for the state. The tax must be applied to the sales price.

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

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

{c) acquired within the exterior boundaries of an Indian reservation within this state as a result of
a transaction that would have been subject to the sales tax had it occurred outside of the exterior
boundaries of an Indian reservation within this state; or

{d) 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} or {2}{c) 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 in this state, there is imposed an the person using 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 initiaily
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 latest.

(5) (al The sales tax or use tax on a motor vehicle is imposed by 61-3-5602 and {section 232]. The
sale or use of a vehicle subject to the tax imposed under 61-3-502 or [section 232] is exempt from the
sales tax and use tax imposed under this section.

{b} The sale of property or services exempt or nontaxable under [sections 1 through 62] is exempt

from the tax imposed in subsections {1) through {(3}.

NEW SECTION. Section 3. Presumption of taxability -- value -- rules. {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 sales by 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
abseﬁce of preponderant evidence of another value, that 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
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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 reasonabie value of
the property or service purchased.

{3) The department shail adopt rules providing for the payment of the sales tax and use tax based

on a bracket amount method rather than a rounding method or other method.

NEW SECTICN. Section 4. Separate statement of tax -- no advertising to absorb or refund tax.
{1} If any person coilects a tax in excess of the tax imposed by [section 2], both the tax and the excess
tax must be remitted to the department.

(2) The sales tax must be stated separately for all sales, except for saies from coin-operated or
currency-operated machines.

(3) A person may not advertise, hold out, or state to the public or to any customer that the tax

imposed by [sections 1 through 62] will be absorbed or refunded.

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 6. Collection of sales tax and use tax -- listing of business locations and
agents -- severability. {1) A person engaged in the business of selling property or services subject to
taxation under {sections 1 through 62] shall collect the sales tax from the purchaser and pay the tax
collected to the department.

(2) {a) A person who solicits or exploits the consumer market in this state by regularly and
systematically performing an activity within this state and whose sales are not subject to the sales tax shall
collect the use tax from the purchaser 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
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independent contractors;

(ii) canvassing;

{iii)y 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 property or services by means of telecommunication or a television
shopping system or by providing telecommunication services that use toll or toll-free numbers and that are
intended to be broadcast by cable televisian 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 property or services by means of advertising disseminated primarily to consumers located in this
state and only secondarily to bordering jurisdictions;

{ix) soliciting orders for property or services by mail through the distribution of catalogs, periodicals,
advertising flyers, or other advertising;

{x) soliciting orders, pursuant to a contract with a cable television operator located in this state,
for tangible property or services by means of advertising transmitted or distributed over a cable television
system in this state; or

(xi} any act that benefits fraom banking, financing, debt collection, telecommunication, or marketing
activities occurring in this state or that benefits from the location in this state of authorized installation,
servicing, or repair facilities.

(3) A person engaging in business in this state shall, before making any sales, obtain a seller’s
permit as provided in (section 39] and at the time of making a sale, whether within or outside of the state,
collect the tax imposed by [section 2] from the purchaser and give to the purchaser a receipt, in the manner
and form prescribed by rule, for the tax paid.

(4} The department may authorize the collection of the tax imposed by [section 2] by any retailer
who does not maintain a place of business within this state but who, to the satisfaction of the department,
is in compliance with the law. When authorized, the person shall collect the tax upon all property and

services that, to the person’s knowledge, are for use within this state and subject to taxation under

[sections 1 through 62].
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(6) All saies tax and use tax required to be collected and all sales tax and use tax collected by any
person under [sections 1 through 62] constitute a debt owed to this state by the person required to cotlect
the tax. .

(6) A person selling property or services to residents of this state, when the property is delivered
to a location within this state or when the use of the service occurs within this state, shall, upon request
by the department, provide a list of all sales to the department. The list must include the name and address
of each purchaser and the amount of each sale. The department may pay to any person furnishing a list
of sales or purchasers the reasonable costs of reproducing the list,

(7) A person engaging in business in this state shall provide to the department:

{a) the name and address of all the person’s agents operating in this state; and

(b) the location of each of the person’s distribution houses or offices, sales houses or offices, and
other places of business in this state.

{8} If any application of this section is held invalid, the 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) A nontaxable transaction certificate must contain the information and be in the form prescribed
by the department.

(3} Only a buyer or lessee who has registered with the department and whose seller’s permit is
valid may execute a nontaxable transaction certificate.

{4) 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 ar service transferred in a
nontaxable manner, the properly executed nontaxable transaction certificate is considered conclusive

evidence that the sale is nontaxable.

NEW SECTION. Section 8. Nontaxable transaction certificate -- form. (1) The department shall
provide for a uniform nontaxable transaction certificate. A purchaser shall use the certificate when
purchasing goods ar services for resale or for other nontaxable transactions.
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{2} At a minimum, the certificate must provide:

{a) the number of the seller’s permit issued to the purchaser as provided in (section 39;

{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.

(3) The department shall adopt rules to provide procedures for application for and provision of a
nontaxable transaction certificate to a person engaging in business in this state prior to {the applicability
date of this section]. The rules adopted by the department should ensure that each person engaging in .
business in this state prior to [the applicability date of this section] who has applied in a timely fashion is

issued a nontaxable transaction certificate prior to [the applicability date of this section.

NEW SECTION. Section 9. Exemption -- government agencies -- exception. {1} Except as provided
in subsection (2), all sales by, sales to, or uses by the United States, an agency or instrumentality of the
United States or of this state, a political subdivision of this state, an indian tribe, or a foreign government
are exempt from the sales tax and use tax.

(2) The sale of natural gas, water, electricity, telephone communications services, refuse collection,

or other utility services is not exempt from the sales tax and use tax.

NEW SECTION. Section 10. Exemption -- food products. (1) Except as provided in subsection (2},
the sale or use of food products for human consumption is exempt from the sales tax and use tax.

{2) The sale of food products sold in the following manner is subject to the sales tax:

{a) 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 consumption, even though the products are sold on a
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"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

(f} food or drink vended by or through machines on behaif of a vendor.

(3} The sale of food or a food service offered or delivered as part of a residential living arrangement

and consumed by a person who is party to the arrangement is exempt from the sales tax and use tax.

NEW SECTION. Section 11. Exemption -- special supplemental food program for women, infants,
and children. The sale of food purchased under the special supplemental food program for women, infants,

and children as specified in 42 U.5.C. 1786, as amended, is exempt from the sales tax and use tax.

NEW SECTION. Section 12. Exemption -- prescribed medicine, drugs, and certain devices --
medical services. (1)} Medicine, drugs, insulin, and therapeutic and prosthetic devices are exempt from the
sales tax and use tax.

{2) The following are exempt from the sales tax and use tax:

{a} medical services;

(b} any service reasonably related to the delivery of a medicat service:

(i) by or at a health care facility as defined in 50-5-101; or

(i) by or at the office of a health care professional or a person engaged in a health care occupation.

NEW SECTION. Section 13. Exemption -- wages. Except as provided in [sections 1 through 62],
wages, salaries, commissions, and any other form of remuneration for personal services are exempt from

the sales tax if paid by an employer to an employee.

NEW SECTION. Section 14. Exemption -- agricultural products -- livestock feeding. (1) (a) The sale
of livestock, live poultry, unprocessed agricultural products, hides, or pelts by a grower, producer, trapper,
or nonprofit marketing association is exempt from the sales tax.

(b} A person engaged in the business of buying and selling wool or mohair or of buying and selling
livestock on the person’s own account and without the services of a broker, auctioneer, or other agent is

considered a producer for the purposes of subsection {1){a).
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{2} Sales from feeding, pasturing, penning, or handling or training livestock prior to sale are exempt

from the sales tax.

NEW SECTION. Section 15. Exemption -- gambling and amusement services. All gambling or
amusement services that are conducted or licensed pursuant to Title 23, chapter 4, B, or 7, are exempt

from the sales tax and use tax,

NEW SECTION. Section 16. Exemption -- insurance premiums. The premiums of an insurance
company, a health service corporation, or a fraternal benefit society or of an agent of the company,

corporation, or society are exempt from the sales tax.

NEW SECTION. Section 17. Exemption -- dividends and interest. The following are exempt from
the sales tax:

{1) interest on money loaned or depasited;

(2) dividends or interest from stocks, bonds, or securities;

{3) proceeds from the sale of stacks, bonds, ar securities; and

{4) commissions or fees derived from the business of buying, selling, or promoting any stock, bond,

Or Security.

NEW SECTION. Section 18. Exemption -- fuel. (1] The sale and use of gasoline, ethanaol blended
for fuel, and special fuel, including natural gas or propane, upon which tax has been paid or will he paid
under Title 15, chapter 70, is exempt from the sales tax and use tax.

{2) The sale and use of special fuei that is exempt from taxation under Title 16, chapter 70, part
3. is exempt from the sales tax and use tax.

{3) The sale and use of liquefied petroleum gas for use to power a motor vehicle upon which the
license tax fee has been paid or will be paid under Title 15, chapter 71, is exempt from the sales tax and

use tax,

NEW SECTION. Section 19. Exemption - isolated or occasional sale or lease of property or

services. The isolated or occasional sale or lease of property, other than a vehicle, or the performance of
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a service by a person who is not regularly engaged in or who does not claim to be engaged in the business
of selling or leasing the same or a similar property or service is exempt from the sales tax and use tax.
Occasional sales include sales that are occasional but net continuous and that are made for the purpose
of fundraising by nonprofit organizations, including but not limited to youth clubs, service clubs, and

fraternal organizations.

NEW SECTION. Section 20. Exemption -- oil, gas, and mineral interests. The sale or lease of

interests in minerals, as defined in 15-38-103, is exempt from the sales tax and use tax.

NEW SECTION. Section 21. Exemption -- minerals -- exceptions. {1} Except as provided in
subsections (3} and {4}, the sale or use of a mineral, as defined in 15-38-103, is exempt from the sales tax
and use tax.

{2} Minerals used by the producer of the minerals for purposes of exploring for, producing, or
transparting minerals are exempt from the sales tax and use tax except that the exemption does not include
refined petroleum products.

{3) Minerals used as or integrated into jewelry, art, or scuipture or used as a decorative
embellishment or adornment, either in their own right, in combination with other property, or after baing
refined, reduced, polished, cut, faceted, or otherwise processed, are notincluded in the exemption provided
in this section.

{4) Minerals that are used for producing energy or that are used for conversion into energy are
subject to the sales tax or use tax unless the energy is produced or converted for resale as a form of

energy.

NEW SECTION. Section 22, Exemption -- personal effects. The use by an individual of personal
or household effects brought into the state for the establishment by the individual of an initial residence
in this state and the use of property brought into the state by a nonresident for the nonresident’s own

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

NEW SECTICN. Section 23. Exemption -- printed material -- advertising services. {1} The sale or

use of newspapers, magazines, and books is exempt from the sales tax and use tax.
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1 {2) The sale or use of advertising services, including the actual creation or development of the
2 advertising, is exempt from the sales tax and use tax.
3 {3} For purposes of this section, "advertising services” includes but is not limited to all advertising
4 by:
5 {a) newspaper, magazine, or other publication;
6 {b) radio or television;
7 (c) billboard, banner, sign, placard, or the like;
8 {d} handbill; or
9 (e} any other means, media, or method.
10
11 NEW SECTION. Section 24. Exemption -- day-care services. The sale or use of day-care services
12 is exempt from the sales tax and use tax.
13
14 NEW SECTION. Section 25. Exemption -- feed, fertilizers, and agricultural services. (1) The sale

15 or use of the following is exempt from the sales tax and use tax:

16 {a} feed for livestock, fish raised for human consumption, poultry, or animals raised for their hides
17  or pelts;
18 {b) semen, ova, or embryos used in animal husbandry;
19 {c) seeds;
20 (d) Christmas trees;
21 {e} roots;
22 (f) bulbs;
23 (g) soil conditioners;
24 (h) fertilizers:
25 (i} insecticides;
26 {j} insects used to controi the population of other insects;
27 {k) fungicides;
28 {I} weedicides;
29 (m} herbicides; or
30 {n) water for commercial irrigation.
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{2) The sale or use of an agricultural service is exempt from the sales tax and use tax.

NEW SECTION. Section 26. Exemption -- certain chemicals, reagents, and substances. (1} The
sale or use by any person of any chemical, reagent, or other substance that is normally used or consumed
in the processing of ores or petroleum, in a mill, smelter, refinery, or reduction facitity or in acidizing oil
wells, is exempt from the sales tax and use tax.

{2) The sale or use of explosives, blasting material, or dynamite is not exempt under this section.

NEW SECTION. Section 27. Exemption -- sale of certain services of mining or manufacturing. The
sale or use of the service of mining, manufacturing, combining, or processing components ar materials,

including minerals, is exempt from the sales tax and use tax.

NEW SECTION. Section 28. Nontaxability -- sale of property for resale. The sale of property is
nontaxable if:

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

{2) the buyer resells the property either by itself or in combhination with other property in the

ordinary course of business and the property will be subject to the sales tax.

NEW SECTION. Section 729. Nontaxability -- sale of service for resale. The sale of a service for
resale is nontaxable if:

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

{2) the buyer reseils the service and separately states tﬁe value of the service purchased in the
charge for the service in the subsequent sale; and

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

NEW SECTION. Section 30. Nontaxability -- sale to miner or manufacturer. (1) The sale of property
to a buyer engaged in the business of mining or manufacturing is nontaxable if:

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

(b) the buyer incorporates the property as an ingredient or component part of the product in the
business of mining or manufacturing; or
{ Legisiative
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{c) the buyer uses the property to extract a mineral and the property is required to be abandoned
in place, in accordance with state regulations, when production of the mineral from a mine or wellhead
permanently ceases.

{2} For the purposes of this section, electrical energy or electricity used or consumed by electrolytic

reduction used in the reduction or refinement of ores is considered a component part of the product.

NEW SECTION. Section 31. Nontaxability -- sale of tangible personal property for leasing. The sale
of property, other than furniture or appliances, and the rental or lease of mobile homes and property, other
than coin-operated or currency-operated machines, is nontaxable if:

(1) the sale is made to a buyer who delivers a 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
property of the type leased; and

{3} the buyer does not use the praperty in any manner other than holding it for iease or sale or

leasing or selling it, either by itself or in combination with other property, in the ordinary course of business.

NEW SECTION. Section 32. Leaseforsubsequentlease. The lease of property, other than furniture
or appliances, and the rental or lease of mobile homes and property, other than coin-cperated or
currency-operated machines, is nontaxable 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 33. Nontaxability -- sale or lease of real property or improvements and
lease of mobile homes. {1} (a) The sale or lease of real property or improvements is nontaxable.

(b) The lease or rental of a mabile home for a period of 1 month or more is nontaxable.

{2) The inclusion of furniture or appliances furnished by the landlord or lessor as part of a leased

or rented dwelling, house, mobile home, cabin, condominium, or apartment is nontaxable.

NEW SECTION. Section 34. Nontaxability -- transactionsininterstate commerce -- certain property
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used in interstate commerce -- exception. (1) A transaction in interstate commerce is nontaxable to the
extent that the imposition of the sales tax or use tax would be unlawful under the United States
constitution.

{2} The following are also nontaxable:

{@) transmitting messages or conversations by radio when the transmissions originate from a point
outside this state and are received at a point within this state; and

{b) 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 that does not have its principal place of business in
this state or that is not incorporated under the laws of this state.

(3} The sale of a vehicle with a gross vehicle weight in excess of 46,000 pounds used exclusively

in interstate commerce is nontaxable.

NEW SECTION. Section 35. Nontaxability -- certain intrastate transportation and services in
interstate commerce. (1) The transport of persons or property from one point within this state to ancther
point within this state is not taxable if the persons or property, including any reasonably necessary services,
are being transported in interstate or fareign commerce under a single contract.

{2) Handling, storage, drayage, or packing of property or any other accessorial services on property
are not taxable if:

(a) the property has been or will be moved in interstate or foreign commerce;

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

{c) the services are performed under a single contract in relation to interstate transportation

SEervices.

NEW SECTION. Section 36. Nontaxability -- sale of certain services to out-of-state buyer. (1)
Except as provided in subsection (3), sales of a service are not taxable if the sale 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 and the person who delivers the nontaxable transaction certificate or other
avidence acceptable to the department meet the conditions set out in subsection (2),

{2) Sales of a service are not taxable if the buyer of the service, any of the buyer's employees, or

any person in privity with the buyer:
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{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 maintain an office or other place of
business in this state or spend more than brief and occasional periods 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 personally perform work in this state related to the subject matter of the service.

{3) Architectural, engineering, surveying, or graphic design services are nontaxable if the product
resulting from the service or the service is used or applied exclusively outside of Montana. For the purposes
of this subsection, the provisions of subsection (2} do not apply.

(4) Services that initially were nontaxable under this section but that no longer meet the criteria
in subsection (2) are nontaxable only for the period prior to the disqualification and are, after

disqualification, taxable.

NEW SECTION. Section 37. Nontaxability -- use of property for leasing. The value of leased
property is not considered in computing the use tax due if the person holding the property for lease:

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

(2) 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

{3) does not use the property in a manner incidental to the performance of a service.

NEW SECTION. Section 38. Credit -- out-of-state taxes. if a sales, use, or similar tax has been
levied by another state or a political subdivision of another state on property that was bought outside this
state but that will be used or consumed in this state and the tax was paid by the current user, the amount

of tax paid may be credited against any use tax due this state on the same property. The credit may not

exceed the sales tax or use tax due this state.

NEW SECTION. Section 39. Seller’s permit. (1) A person wishing to engage in business in this
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state shall obtain a seller's permit before engaging in business in this state.

(2) Upon an applicant’s compliance with [sections 1 thraugh 621, the department shall issue to the
applicant a separate, numbered seller’'s permit for each location in which the applicant maintains an office
or other place of business within Montana. A 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 at the place designated. The permit must be conspicuously displayed at all times at the place for
which it is issued.

{3} The department shall adopt rules to provide procedures for application for and provision of a
seller’s permit to a person engaging in businass in this state prior to [the applicability date of this section].
The rules adopted by the department should ensure that each persan engaging in business in this state prior
to [the applicahility date of this section] is issued a seller’s permit prior to [the applicability date of this

section].

NEW SECTION. Section 40. Permit 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 ¢ne location in which the
person maintains an office or other place of business, an application may include multiple locations.

(b} 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.

(c) An applicant who does not maintain an office or other 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 the applicant’s
cart, stand, truck, ar other merchandising device,

(2} Each person or class of persons obligated to file a return under [sections 1 through 62] is
required to file an application for a permit.

(3) 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 the applicant’s place
or places of business, and other information that the department may reguire. The application must be filed
by the owner if the owner is a natural person, by a member or partner it the owner is an association or

partnership, or by a person authorized to sign the application if the owner is a corporation.
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NEW SECTION. Section 41. 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 62].

{2} The department shall provide written notice and an opportunity for a hearing on a proposed
revocation or suspension. The hearing must be conducted informaily and is not subject to the Montana
Administrative Procedure Act,

{3) If a permit is revoked, 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 62]. The department may require security in addition to that authorized by [section 50]
in an amount reasonably necessary to ensure compliance with [sections 1 through 62] as a condition for
the issuance of a new permit to the 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.

{6} A decision of the state tax appeal board may be appealed to the district court.

NEW SECTION. Section 42. Improper use of subject of purchase obtained with nontaxable
transaction certificate -- penalty. (1) If a purchaser who uses a nontaxable transaction certificate uses the
subject of the purchase for a purpose other than one allowed as nontaxable under [sections 1 through 62],
the use is considered a taxable sale as of the time of first use by the purchaser and the sales price is the
price the purchaser paid. If the sole nonexempt use is rental while holding for sale, the purchaser shall
include in the sales price the amount of the rental charged. Upon subsequent sale of the property, the selier
shall include the entire amount of the sales price, without deduction of amounts previously received as
rentals.

{2) A person who uses a certificate for property that will be used for purposes other than the
purpose claimed is subject to a penalty, payable to the department, of $10Q for each transaction in which
an improper use of a certificate has occurred.

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

of the penalty.
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NEW SECTION. Section 43. Commingling nontaxable certificate goods. |f a purchaser uses a
nontaxable transaction certificate with respect to the purchase of fungible goods and commingles these
rgoods with fungible goods that were not purchased with a nontaxable transaction certificate but that are
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 quantity of commingled goods sold equals the quantity of goods originally purchased under the

certificate.

NEW SECTION. Section 44. 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 an office or other place of business in this state is liable for
the sales tax or use tax in accordance with [sections 1 through 62] and may be required to furnish
adequate security as provided in [section 50} to ensure collection and payment of the taxes. When
authorized and except as otherwise provided in [sections 1 through 62}, the retailer is liable for the taxes
upon all property sold and services provided in this state in the same manner as a retailer who maintains
an office or other place of business within this state. The seller's permit provided for in [section 39] 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} An agent, canvasser, or employee of a retailer doing business in this state who does not
possess a seller’s permit issued by the department may not sell, solicit arders for, or deliver any property
or services in Montana. If an agent, canvasser, or emplayee violates the provisions of [sections 1 through

621, the person is subject to a fine of not more than $100 for each separate transaction or event.

NEW SECTION. Section 45. Interstate and intrastate carriers as retailers. A person engaged in the
business of intrastate or interstate transportation of property or passengers shall register as a retailer and

pay the taxes imposed by [sections 1 through 62].

NEW SECTION. Section 46. Application for permission to report on accrual basis. (1) A person

who has a seller’s permit may apply to the department for permission to report and pay the sales tax or use
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tax on an accrual basis.

(2) The application must be made on a form, prescribed by the department, that contains
information that the department may require.

{3) A person may not report or pay the sales tax or use tax on an accrual basis uniess the person

has received written permission from the depariment.

NEW SECTION. Section 47. Returns -- payment -- authority of department. (1} Except as provided
in subsection (2), an or before the 15th day of each month in which the tax imposed by [sections 1 through
62} 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 person engaged in business in this state or using property
in this state that is subject to tax under [sections 1 through B2} shall file a return. A person making retail
sales at two or more places of business shall file a separate return for each separate place of business.

(2) A persan who has a tax liability that averages less than $100 per month may report and pay
the tax imposed by [sections 1 through 62] on a quarterly basis and shall file a return with payment on or
before the 16th 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 coliect the tax; and

{ii} a person who:

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

(B} has not paid the tax to a retailer required to pay the tax.

(b) Each return must be authenticated by the person filing the return or by the person’s agent
autharized in writing to file the return.

{4) (a} A person required to collect and pay to the department the taxes imposed by [sections 1
through 62] shall keep records, render statements, make returns, and comply with the provisions of
[sections 1 through 62] 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 [sections 1 through 62}, the
departmentis authorized to examine or cause to be examined any boaoks, papers, records, or memorandums

relevant to making a determination of the amount of tax due, whether the books, papers, records, or
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memorandums are the property of or in the possession of the person filing the return or another parson.
In determining compliance, the department may use statistical sampling and other sampling techniques
consistent with generally accepted auditing standards. The department may also:

(i} require the attendance of a person having knowledge or information relevant to a return;

(i) compel the production of books, papers, records, or memorandums by the person required to

- attend;

(iiiy implement the provisions of 15-1-7Q3 if the department determines that the collection of the
tax is or may be jeopardized because of dslay;

{iv) take testimony on matters material 10 the determination; and

(v} administer oaths or affirmations.

{6} Pursuant to rules established by the department, returns may be computer-generated and

electronically filed.

NEW SECTION. Section 48. Credit for taxes paid on worthless accounts -- taxes paid if account
collected. (1) Sales taxes paid on an accrual basis by a person filing a return under [section 471 on sales
found to be worthless and actually deducted by the person as a had debt for federal income tax purposes
may be credited on a subsequent payment of the tax.

{2) It the accounts are subsequently collected, the sales tax must be paid on the amount caollected.

NEW SECTION. Section 49. Vendor allowance. (1) A person filing areturn under [section 471 may
claim a monthly vendor allowance for each permitted location in the amount of 1.5% of the tax determined
to be payable to the state or $50 per magnth, whichever is less.

(2} A person filing a quarterly return may claim 1.5% of the tax determined to be payable to the
state or $150 per quarter, whichever is less.

(3) The allowance may be deducted on the return.

NEW SECTIQON. Section 5§0. Security -- limitations -- sale of security deposit at auction -- bond.
(1) The department may require a retailer to deposit, with the department, security in a form and amount
that the department determines is 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
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amount of security may be increased or decreased by the department, subject t¢ the limitations provided
in this section.

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

(b} Notice of the sale must be served personally upon or sent by certified mail to the person who
deposited the security.

{c) After the sale, any surplus above the amount due 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 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 for the payment of the tax due under {sections 1 through 62].

NEW SECTION. Section 51. Examination of return -- adjustments -- delivery of notices and
demands. {1} 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 [section 47]
constitutes the tax to be paid.

(2) 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 30 days after notice of the amount and demand for payment is
mailed or delivered to the person making the return unless the taxpayer files a timely objection as provided
in 15-1-211. 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 credited or, if no tax liability exists or is likely to exist,
refunded to the person making the return.

{3) The notice and demand provided for in this section must contain a statement of the
computation of the tax and interest and must be:

{a} sent by mail to the taxpayer at the address given in the taxpayer’s return, if any, or to the
taxpayer's |last-known address; or

(b) served personally upon the taxpayer.

(4) A taxpayer filing an cobjection tc the demand for payment is subject to and governed by the
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uniform tax review procedure provided in 15-1-211.

NEW SECTION. Section 52. Penalties and interest for violation. (1) (a) If a person, without
purposely or knowingly violating any requirement imposed by [sections 1 through 62], fails to file a return
and pay the tax on or before the due date, there must be imposed a penalty of 5% of the balance of debt
unpaid with respect to the return as of the date due, but the penalty for failure to file a return by its due
date may not be less than $20. The department may abate the penaity if the person establishes that the
failure to file on time was due to reasonable cause and was not due to neglect by the taxpayer.

{b) f a person, without purposely or knowingly violating any requirement imposed by [sections 1
through 62], 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 $20, and interest must accrue on the debt at a rate of 1% for each
month or fraction of a month for the entire period that the debt 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 by the taxpayer. The department shall adopt rules that define reasonable cause.

{2} 1f a person purposely or knowingly violates any requirement imposed by [sections 1 through
62] by failing to file a return or to pay a debt, there must be added to the debt an additional amount equal
to 25% of the debt, but not less than $50, and interest at 1% for each month or fraction ot a month during

which the debt remains unpaid.

NEW SECTION. Section 53. Authority to collect delinquent taxes. (1) {a) The department shall
collect taxes that are delinquent as determined under [sections 1 through 621].

(b) If a tax imposed by [sections 1 through 62] or any portion of the tax is not paid when due, the
department may issue a warrant for distraint as provided in Title 15, chapter 1, part 7.

{2) In addition to any other remedy, in order 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 in 15-1-705, the taxpayer has the right to a review 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 offset.
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NEW SECTION. Section 54. Interest on deficiency -- penalty. (1) Interest accrues on unpaid or
delinquent taxes at the rate of 1% for each month or fraction of a month during which the taxes remain
unpaid. The interest mﬁst be computed from the date the return and tax were originally due.

{2} Hf the payment of a tax deficiency is not made within 60 days after it is due and payable and
if the deficiency is 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, but in no case less than $25.

NEW SECTION. Section 55. Limitations. {1} Except in the case of a person who purposely or
knowingly, as those terms are defined in 45-2-101, files a false or fraudulent return violating the provisions
ot {sections 1 through 62], a deficiency may not be assessed or collected with respect to a month or
guarter for which a return is filed unless the notice of additional tax proposed to be assessed is mailed to
or personally served upon the taxpayer within & years from the date the return was filed. For purposes of
this section, a return filed before the last day prescribed for filing is cansidered to be filed on the last day,

{2) If, before the expiration of the b-year period prescribed in subsection (1) for assessment of the
tax, the taxpayer consents in writing to an assessment after expiration of the 5-year period, a deficiency
may be assessed at any time prior to the expiration of the period consented to.

(3) The limitations prescribed for giving notice of a proposed assessment of additional tax under
subsection (1) do not apply if:

{a) thetaxpaver has by written agreement suspended the federal statute of limitations for collection
of federal tax, provided that the suspension of the limitation set forth in this section lasts;

{i} only as long as the suspension of the federal statute of limitations; or

(i) until 1 year after any changes in the person’s federal tax have become final or any amended
federal return is filed as a result of a suspension of the faderal statute, whichever occurs later; or

{b) ataxpayer has failed to file a report of changes in federal taxable income or an amended return
as required by 15-30-146 or 156-31-B06 until 5 years after the federal changes become final ar the amended

tederal return was filed, whichever the case may be.

NEW SECTION. Section 56. Refunds -- interest -- limitations. (1) A claim for a refund or credit as
a result of overpayment of taxes collected under [sections 1 through 62] must be filed within 5 years of

the date the return was due, without regard to any extension af time for filing.
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{2} (a) Interest on an overpayment must be paid or credited at the same rate as the rate charged
on delinquent taxes in [section 52].

{bl Except as provided in subsection (2){c), interest must be paid from the date the return was due
or the date of overpayment, whichever is later. Interest does not accrue during any period in which the
processing of & claim is delayed more than 30 days because the taxpayer has not furnished necessary
information.

(c) The department is not required ta pay interest if:

{i) the overpayment is credited or refunded within 8 months of the date a claim was filed; or

{ii} the amount of overpayment and interest does not exceed $1,

NEW SECTION, Section 57. Administration -- rules. The department shall:

{1) administer and enforce the provisions of [sections 1 through 621;

{2) cause to be prepared and distributed forms and information that may be necessary to administer
the provisions of [sections 1 through 62]; and

(3) adopt ruies that may be necessary or appropriate to administer and enforce the provisions of

{sections 1 through 62].

NEW SECTION. Section 58. Revocation of corporate license -- hearing authorized -- appeal. (1)
If a corporation authorized to do business in this state and required to pay the taxes imposed under
[sections 1 through 62] fails to comply with any of the provisions of [sections 1 through 62] or any rule
of the department, the department may, for reasonabie cause, certify to the secretary of state a copy of
an order finding that the corporation has failed to comply with specitic statutory provisions or rules.

(2) The secretary of state shall, upon receipt of the certification, revoke the certificate authorizing
the corporation to do business in this state and may issue a new certificate only when the corporation has
obtained from the department an order finding that the corporation has complied with its obligations under
[sections 1 through 62].

(3} An order authorized in this section may not be made until the corporation is given an
opportunity to be heard before the department. A hearing conducted under this section is informal.

{4) A final decision of the department may be appealed to the state tax appeal board.
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NEW SECTION. Section 59. Taxpayer quitting business -- liability of successor. {1) (a) All taxes
payable under [sections 1 through 62] are due and payable immediately whenever a taxpayer quits business
or sells out, exchanges, or otherwise disposes of the business or disposes of the stock of goods.

(b) The taxpayer shall make a return and pay the taxes due within 10 days after the taxpayer quits
business or sells out, exchanges, or otherwise disposes of the business or disposes of the stock of goods.

(2) Except as provided in subsection (4), a person who becomes a successor is liable for the fuli
amount of the tax and shall withhold from the sales price payable to the taxpayer a sum sufficient to pay
any tax due until the taxpayer produces either a receipt from the department showing payment in full of
any tax due or a statement from the department that tax is not due.

(3) If a tax is due but has nat been paid as provided in subsection {1}{b}, the successor is liable
for the payment of the full amount of tax. The payment of the tax by the successor is considered to be a
payment upon the sales price and, if the payment is greater in amount than the sales price, the amount of
the difference becomes a debt due to the successor from the taxpayer owing the tax under subsection (7).

{4) {a) A successoris notliable for any tax due from the person from whom the successor acquired
a business or stock of goods if:

(i} the successor gives written nbtice to the department of the acquisition; and

(i) an assessment is not issued by the department against the former operator of the business
within 6 months of receipt of the notice from the successor.

(b} If an assessment is issued by the départment, a copy of the assessment must also be mailed
to the successor, or if an assessment is not mailed to the successor, the successor is not liable for the tax

due.

NEW SECTION. Section 60. Tax as debt. (1)} The tax imposed by {sections 1 through 62] 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 the liability occurs.

(2) The debt of the personal representative of the estate of a decedent or a fiduciary is limited to
the person’s official or fiduciary capacity. However, if the person has voluntarily distributed the assets held
in that capacity without reserving sufficient assets to pay the taxes, interest, and penalties, the person is
personally liable for any deficiency.

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

(b} In addition to the Liability imposed by subsection {3)(a), the officer or employee of a carporation
whose duty it is to collect, truthfully account for, and pay to the state the amounts imposed by [sections
1 through 62} and who fails to pay the tax is liable to the state for the amounts imposed by [sections 1

through 62] and the penalty and interest due an the amounts.

NEW SECTION. Section 61. Information -- confidentiality -- agreements with another state. (1) {a)
Except as provided in subsections {2) and (3), it is unlawful for an employee of the department or any other
public official or public employee to divulge or otherwise make known information that is disclosed in a
report or return required to be filed under [sections 1 ;(hrough 62} or information that concerns the affairs
of the person making the return and that is acquired from the person’s records, officers, or emplayees in
an examination or audit.

{b) This section may not 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 viclating
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 a sales tax
or use tax in grder to promgote fair and equitable administration of the laws and to eliminate double taxation.

(b} In order to implement the provisions of [sections 1 through 62], the department may furnish
information on a reciprocal basis to the taxing officials of another state, provided that the information
remains confidential under statutes in the state receiving the information that are similar to this section.

(3) In order to facilitate processing of returns and payment of taxes required by [sections 1 through
62], 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 62. 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 62] must be paid by the department into the
sales tax and use tax account,
[ Legisiative
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(3) (a) There must be retained in the saies tax and use tax account the amounts necessary under
[sections 1 through B62] to repay overpaymenis, pay any errcneous receipts illegally assessed or collected
or that are excessive in amount, and pay any other refunds otherwise required.

{b) There must be retained in the sales tax and use tax account the amounts necessary to pay the

credits claimed under [section 64].

NEW SECTION, Section 63. Disposition of sales tax and use tax revenue -- legislative
appropriation. {1} Sales tax and use tax revenue deposited in the sales tax and use tax account established
in [section 62] must be allocated as follows:

{a) 97% to the state general fund for state aid for public schoois; and

(b} 3% to the state special revenue fund for the support, maintenance, and improvement of the
Montana university system, vocational-technical programs within the university system, and community
college districts, subject to the board of regents’ supervision, as provided in [section 69].

{2) This section provides for the disposition of sales tax and use tax revenue. Allocations may not

be made from the sales tax and use tax account until appropriated.

NEW SECTION. Section 64. Credit for sales tax and use tax -- definitions. As used in [sections
64 through 68], the following definitions apply:

(1) "Claimant” means an individual natural person who is eligible under [section 65] to file a claim.

(2) "Gross household income” means federal adjusted gross income of each member of the
household, without regard to losses of any kind, as that quantity is defined in the Internai Revenue Code,
plus all nontaxable income of each member of the household. Gross household 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, exciuding the face value of all food stamps received;

(d) life insurance and endowment contracts;

(e} social security, except social security income paid directly to a nursing home, and the gross
amount of any pension or annuity, including railroad retirement benefits and veterans’ disability benefits;

{t) unemployment and workers’ compensation benefits;
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{g) all tax refunds; and

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

(3} {a) "Household” means an association of individuals who live in the same dwelling and who
share its furnishings, facilities, accommodations, and expenses. |

(b} The term does not include bona fide lessees, tenants, or roomers and boarders on contract,

NEW SECTION. Section 65. Credit for sales tax and use tax. {1) Except as provided in subsection
(2), there is allowed a credit, as provided in subsections (3) through (B}, against tax liability for each
resident or part-year resident who tiles an individual Montana income tax return under this chapter. The
credit may be élaimed even though the resident does not have taxable income under this chapter.

(2y 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 manths 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 claimed,

{3) A credit may be claimed for each exemption allowed under 26 U.5.C. 151 for federal income

tax purposes according to the following schedule:

Gross Household Income Credit per Exemption
$0 - 15,999 $90
18,000 - 17,999 80
18,000 - 20,999 50
21,000 - 22,999 30
23,000 or more O

{4} I the amount of credit allowed in this section exceeds the claimant’s tax liability under this
chapter by $1 or more, the department shall refund the amount. If the excess is less than $1, the
department may not make a refund.

{6} (a} For tax year 1998, the amount of credit allowed under this section is equal to the amount
determined under subsection (3}, multiplied by the number of menths during the tax year that the sales tax
and use tax were in effect, and divided by 12.

(b} For tax years beginning after December 31, 1998, the amount of credit allowed under this
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section is egqual to the full amount determined under subsection (3).

{6} The income levels contained in the table in subsection {3) must be adjusted for inflation annually
by the department. By November of each year, the department shall multiply the gross househoid income
amounts in the table in subsection (3) by the inflation factor as defined in subsection (7) for that tax year
and round the cumulative amounts to the nearest $10. The resulting adjusted gross household income
amounts are effective for that tax year and must be used as the basis for determining the credit allowed
under [sections 64 through 68].

{7) As used in this section, the following definitions appiy:

(a) "Cansumer price index" means the consumer price index, United States city average, for all
items, using the 1982-1984 base of 100 as published by the bureau of labor statistics of the U.S.
department of labor.

{b) "Inflation factor” means a number determined for each tax year by dividing the consumer price

index for June of the tax year by the consumer price index for June 1998,

NEW SECTION. Section 66. 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 that the claimant’s
individual income tax return is due. For a claimant not required to file a tax return, a claim must be
submitted on or before April 15 of the year following the year for which the credit is claimed. The claimant
shall provide the social security number for each exemption, except dependent children under 1 year of age,
for which the credit is claimed.

(2) The department may grant a reasonable extension for filing a claim whenever in its judgment
good cause exists. The department shail keep a record of each extension and the reason for granting the
extension.

(3) If an individual who would have a claim under [sections 64 through 68] dies before filing the

claim, the personal representative of the estate of the decedent may file the claim.

NEW SECTION. Section 67. Examination of credit claims -- adjustments -- delivery of notices and
demands. (1) The department may examine a claim for a credit and may make an investigation of the

records and accounts of a claimant if the department considers it necessary to determine the accuracy of
the claim.
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{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 80 days after notice and demand for payment is mailed to the claimant.

(4} The notice and demand provided for in this section must contain a statement of the
computation of the credit and must be:

{al sent to the claimant at the address given on the claim, if any, or to the claimant’s last-known
address; or

{b) served personally upon the claimant.

NEW SECTION. Section 68. Penalties for violation. (1) It a claimant, without purposely or
knowingly, as those terms are defined in 45-2-101, violating the provisions of [section 65 or B6], receives
a credit for which the claimant is not entitled, there must be added a penalty of 10% of the amount of
excess, but the penalty rmay not be less than $20. Interest in the amount of 1% for each month or fraction
of a month on the amount of excess must be added to the penalty until the debt is satisfied.

(2) If a claimant purposely or knowingly violates the provisions of [section 85 or 661, future claims

for credits may be denied by the department.

NEW SECTION. Section 69. University system funding. There s allocated from the meney collected
from the sales tax and use tax to the state special revenue fund 3% of the sales tax and use tax, as
provided in [section 63], for the support, maintenance, and improvement of the Montana university system,
vocational-technical progrdams within the university system, and community college districts, subject to the

board of regents’ supervision.

Section 70. 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 counties of this state must be classified according to the taxable valuation of the property in the

counties upon which the tax levy is made —exeeptiorvericles—subjost-totaxatiorondeB61-3-b04 2}, as
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follows:

{a) first class--all counties having a taxable valuation of $60-millien $800 million or ever more;

{b} second class--all counties having a taxable valuation of mere-than—$30 $300 million or more
and less than $68 $800 million;

{c} third class--all counties having a taxable valuation of mere-than$20 $200 million or more and
less than $38 $300 million;

(d) fourth class--all counties having a taxable valuation of mere-than-$3b $125 million or more and
less than $28 $200 million;

(e} fifth class--all counties having a taxable valuation of rere—than4$38 $100 million or more and

less than 438 $125 million;
{f) sixth class--all counties having a taxable valuation of merethan-$B $50 million or more and less

than $349 $100 million;

{g! seventh class--all counties having a taxable valuation of less than $& $50 million.

(2) As used in this section, taxable valuation means the taxable value of taxabie property in the

county as of the time of determination phast

Section 71. Section 7-3-1321, MCA, is amended to read;

"7-3-1321. Authorization toincur indebtedness -- limitation. (1) The consolidated municipality may
borrow maney 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 amount,

including existing indebtedness, in the aggregate exceeding 28% 1.6% of the taxable value of the taxable
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property #hefesd in the municipality, as ascertained by the last assessment for state and county taxes prior
to incurring seek the indebtedness. All warrants, bonds, or obligations in excess of sueh the amount given

by or on behalf of the municipality shat-be are void."

Section 72. Section 7-6-2211, MCA, is amended to read:

"7-6-2211. Authorization to conduct county business on a cash basis. (1) If the total indebtedness
of a county, lawful when incurred, exceeds the debt limit e£-2389¢ 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 the restrictions and regulations that may be imposed by the board of
county commissioners of the county by aresolution duly adopted and included in the minutes of the. board.

{2} This section does not restrict the right of the board to make the necessary tax levies for interest
and sinking fund purposes, and this section does not affect the right of any creditor of the county 1o pursue
any remedy now given by law to obtain payment of a claim.

(3) Subsection (1} does not apply to a county that has adopted the alternative accounting method

provided for in Title 7, chapter 6, part 6."

Section 73. Section 7-6-2514, MCA, is amended to read:
"7-6-2514. Tax limitation applicable. Fhe-property—toxtimitationto—1086-levels—ander—Fe—35,

3 The limitation for the

county public safety levy authorized in 7-6-2513 is determined by the total tax levied for the county general

fund. The first year a county public safety tax is levied, the public safety levy and the general fund levy
may not exceed the prior year's county general fund levy. In subsequent years, any increases in the public

safety levy and the general fund levy are iimited under Fite—to—ehapter30part4 156-7-122."

Section 74, Section 7-6-4121, MCA, is amended to read:

"7-6-4121. Authorization to conduct municipal business on a‘cash basis. (1) {r-ease If the total
indebtedness of a city or town has reached 349 1% 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).
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{2) (a! Whenever a city or town is conducting its business affairs on a cash basis, the reasonabie
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 revenue, under any 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, egual in amount to the payment, and may hold the deposit 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 apart sufficient money to pay the interest upon its legal, valid, and outstanding bonded
indebtedness and any sinking funds provided for and is authorized to pay all valid claims against funds
raised by tax especially authorized by law for the purpose of paying the claims.

(3) This section does not apply to a city or town that_has adopted the alternative accounting

method provided for in Title 7, chapter 6, part 6."

Section 75. Section 7-6-4254, MCA, is amended 10 read:
"7-6-4254. Limitation on amount of emergency budgets and appropriations. {4 The total of ail

emergency budgets and appropriations made #herein in accordance with 7-6-4251 and 7-6-4252 in any ere

1 year and to be paid from any city fund may not exceed 38% 2.2% of the total amount whieh couid-ba

that was produced for sesh the city fund by a-mexirrum the levy authorized bytaw—to-be-rnade for sueh

the funds-es-shewn-bythelast completed-assessmentrollof-the-ceunty in the fiscal year previous tg the
emergency.

Section 76. Section 7-7-107, MCA, is amended to read:
"7-7-107. Limitation on amount of bonds for city-county consolidated units. (1) Except as

provided in 7-7-108, ne a city-county consclidated local government may not issue bonds for any purpose

whieh in an amount that, with all outstanding indebtedness, may-exeeed-38% exceeds 2.2% of the taxable

iLe islative

N oervices - -
L\ gjvisian 36



55th Legislature LC0043.01

o1

o O o O,

11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

value of the property therein in the city-county consolidated government that is subject to taxaticn as

ascertained by the fast assessment for state-and county taxes.
(2) The +tsswing issuance of bonds for the purpose of funding or refunding outstanding warrants
or bonds s does not the-+redrringe+a constitute new or additional indebtedness but is merely the-ehangiag

ef changes the evidence of outstanding indebtedness."

Section 77. 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 of constructing a sewer system or procuring a water supply or constructing or acquiring a water
system for a city-county consolidated government whieh—shal-swn that owns and eentrel-sueh controls

the water supply and water system and devete devotes the reverues-therefrem revenue from the system

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 whieh that 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-abeve the 383 bond limits referred to in 7-7-107 of the

taxable value of the property shereir in_the city-county consolidated government subject to taxation as

ascertained by the last assessment for state—anrd county taxes.”

Section 78. Section 7-7-2101, MCA, is amended to read:
"7-7-2101. Limitation on amount of county indebtedness. (1) A county may not become indebted

in any manner or for any purpose to an amount, including existing indebtedness, in the aggregate exceeding

239% 1.3% of the total of the taxable value of the property in the county subject to taxation—shes-the—vatse
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{2} A county may not incur indebtedness or liability for any single purpose to an amount exceeding
$500,000 without the approval of a majority of the electors of the county voting at an election to be
provided by law, except as provided in 7-21-3413 and 7-21—3414.

(3) This section does not apply to the acquisition of conservation easements as set forth in Title

76, chapter 6."

Section 79. Section 7-7-2203, MCA, is amended tc read:

*7-7-2203. Limitation on amount of bonded indebtedness. {1) Except as provided in subsections
(2} through (4}, a county may not issue general obligation bonds for any purpose that, with all outstanding
bonds and warrants except county high school bonds and emergency bonds, will exceed ++-26% 0.64%

of the total of the taxable value of the property in the county—phis—the-value—previded-by-the-departrment
efrevenve-underH-36-3240—te-be subject to taxation as ascertained by the last assessment for state

ahd county taxes prior to the proposed issuance of bonds—plas—for-general-ebligation-bonds—to-beo-tesued

{2) In addition to the bonds allowed by subsection (1}, a county may issue bonds that, with all

outstanding bonds and warrants, will not exceed 2446% 1.6% aof the total of the taxable value of the

2/-+8%- for the purpose of acquiring land for a site for county high school buildings and for erecting or

acquiring buildings on the site and furnishing and equipping the buildings for county high school purposes.
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(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 that will not exceed 42-6% 0.71% of the taxable value of the
property in the county subject to taxation—phis-the-adjustments—permitted-by 7721071

(4) The limitation in subsection {1} does not apply to refunding bonds issued for the purpose of

paying or retiring county bonds lawfulyissued-priorto—danuary—3+-3832; or to bonds issued for the

repayment of tax protests lost by the county.”

Section 80. Section 7-7-4201, MCA, is amended to read:
"7-7-4201. Limitation on amount of bonded indebtedness. {1) Except as otherwise provided, a
city or town may nat issue bonds or incur other indebtedness for any purpose in an amount that, with all

outstanding and unpaid indebtedness, will exceed 28% 1.6% of the taxable value of the property in the

city or town subject to taxation~te-be as ascertained by the last assessment fer-state-and for county taxes-

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

{3) The limitation in subsection {1} does not apply to bonds issued for the repayment of tax

»

protests lost by the city or town.”

Section 81. 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 purpose of constructing a sewer system, procuring a water supply, or
constructing or aéquiring a water system for a city or town that owns and controls the water supply and
water system and devotes the revenue from the water supply and water system to the payment of the
{ Legislative
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debt, a city or town may incur an additional indebtedness by borrowing maney 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 of the purposes,

including all indebtedness that is contracted and that is unpaid or outstanding, may not in the aggregate

exceed 55% overand-abeve of the 28%; debt limitation referred to in 7-7-4201 —ef the taxable-valvaof

Section 82. Section 7-13-2527, MCA, is amended to read:

"7-13-2527. List of property owners. (1} A copy of the order creating the district must be
delivered to the department of revenue.

(2} The department shali, on or before August 1 of each year, prepare and certify a list of all

persons owning elass-feur residential or commercial property within the district and deliver a copy of the

list to the board of trustees of the district.”

Section 83. Section 7-13-4103, MCA, is amended to read:

"7-13-4103. Limitation on indebtedness for acquisition of natural gas system. The total amount
ot indebtedness authorized to be contracted in any form, including the then-existing indebtedness, frust
may not at any time exceed +7% 0.97% 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 84. 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 &hal may not exceed 28% 1.28% of the taxable value of taxable

property therorn in the district subject to taxation as ascertained by the last assessment for state—and
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county taxes previous to the issuance of sueh the bonds.”

Section 85. Section 7-14-2524, MCA, is amended to read:

"7-14-2524. Limitation on amount of bonds issued -- excess vdid. {1) Except as otherwise
provided in 7-7-2203, 7-7-2204, and this section, a county may not issue bonds that, with all cutstanding
bonds and warrants except county high school honds and emergency bonds, will exceed +H-+2b% 0.64 %

of the total of the taxable value ot the property in the county-plus—the-value provided-by the department
of revenue-urdor-+6-36-324410} subject to taxation. The taxable property and-the-amount-of taxeslevied

odus must be
ascertained by the last assessment for state—ard county taxes prior to the issuance of the bonds.

(2) A county may issue bonds that, with all cutstanding bonds and warrants except county high
school bonds, will exceed +-2B9% 0.64% but will not exceed 22-6% 1.28% of the total of the taxable

value of the property-

county subiect to taxation when necessary for the purpose of replacing, rebuilding, or repairing county
buildings, bridges, or highways that have been destroyed or damaged by an act of God or by a disaster,
catastrophe, or accident.

{3) The value of the bonds issued and ali other outstanding indebtedness of the county, except

county high school bonds, may not exceed 22-8% 1.28% of the total of the taxable value of the property

within the county—plu i he-departa : o B G} subject to

taxation as ascertained by the last preceding general assessment.”

Section 86. Section 7-14-2526, MCA, is amended to read:
"7-14-2525. Refunding agreements and refunding bonds authorized. (1) Whenever the total
indebtedness of a county exceeds 22-B9% 1.28% of the total of the taxable value of the property therew

> within the county subject to

taxation and the board determines that the county is unable to pay the 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 in satisfaction of the bonds;
(b) enter into the agreement;
{c) issue refunding bonds for the ameount agreed upaon.
[ Legislative
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{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 board and the bondholders must be embodied in full in the

resolution providing for the issuance of the bonds.”

Section B7. Section 7-14-4402, MCA, is amended to read:
"7-14-4402. Limit on indebtedness to provide bus service. The total amount of indebtedness
autharized under 7-14-4401(1) to be contracted in any form, including the then-existing indebtedness, may

not at any time exceed 28% 1.6% 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. Ne-money Money may not be
borrowed or bonds issued 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 favor.”

Section 88, Section 7-15-4286, MCA, is amended to read:

"7-15-4286. Procedure to determine and disburse tax increment. {1) Mill rates of taxing bodies
for taxes levied after the effective date of the tax increment provision shalt must be calculated on the basis
of the sum of the taxable value, as shown by the last equalized assessment roll, of all taxable property
located outside the urban renewal area or industrial district and the base taxable vaiue of all taxable
property located within the urban renewal area or industrial district. The mill rate se determined skalt must
be levied against the sum of the actual taxable value of all taxable property located within as well as
outside the urban renewal area or industrial district.

(2) (a) The tax increment, if any, received in each year from the levy of the combined mill rates
of all the affected taxing bodies against the incremental taxable value within the urhan renewal area or

industrial district

in7+8-4282{8}al—shall must be paid into a special fund held by the treasurer of the municipality and used
as provided in 7-15-428B2 through 7-15-4292,

{b} The balance of the taxes collected in each year shall must be paid to each of the taxing bodies

as otherwise provided by law."”

Section 89. Section 7-15-4292, MCA, is amended to read:
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"7-15-4292. Termination of tax increment financing -- exception —reduetion-in-tax—increment
distribution. (1) The tax increment provision skalt must terminate upon the later of:

(a) the 15th year following its adoption or, if the tax increment provision was adopted prior to
January 1, 1980, upon the 17th year fellowing adoption; or

{b} the payment or provision for payment in full or discharge of all bonds for which the tax
increment has been pledged and the interest thereen on the bonds,

{2 Any amounts remaining in the special fund or any reserve fund after termination of the tax

increment provision shat must be distributed among the various taxing bodies in proportion to their property

tax revenues from the district.

(31 After termination of the tax increment provision, all taxes shalt must be levied upon the actual
taxable value of the taxable property in the urban renewal area or the industrial district and shallt must be
paid into the funds of the respective taxing bodies.

(4) Bonds secured in whole or in part by a tax increment provision may not be issued after the 15th
anniversary of tax increment provisions adopted after January 1, 1980, and the 17th anniversary of tax
increment provisions adopted prior to January 1, 1980. However, if bonds secured by a tax increment
provision are outstanding on the applicable anniversary, additional bonds secured by the tax increment

provision may be issued if the final maturity date of the bonds is not later than the final maturity date of

any bonds then outstanding and secured by the tax increment provision.
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Section 90. 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, may contract an indebtedness
in behait of a county, upon the credit of the county, in order to carry out its powers and duties.

{2) (a) The total amount of indebtedness authorized to be contracted in any form, including the
then-existing indebtedness, may not at any time exceed 13% 0.74% of the total of the taxable value of

the taxable property in the county;

+6-36-324{10}; subject to taxation as ascertained by the last assessment for state—and county taxes

previous to the incurring of the indebtedness.
{b} Money may not be borrowed on bonds issued for the purchase of lands and improving the land

for any purpose until the proposition has been submitted to the vote of these the qualified electors yrder

R in the affected county and a majority vote
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is cast in favar of the bonds."

Section 31. 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 city or
town—upen-the-credit-thereet: 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, athietic fields, skating
rinks, playgrounds, museums, a golf course, a 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 +6-8% 0.94% of the taxable value of the taxable

property of the city or town subject to taxation as ascertained by the last assessment for state-and county

taxes previous to the incurring of sueh the indebtedness. No-meney Money may not be borrowed on bonds
issued for the purchase of lands and improving the sameferanysueh-purpese lands until the proposition
has been submitted to the vote of the qualified electors af the city or town and a majority vote is cast in

favor thereef of the bonds.”

Section 92. Section 7-31-1086, 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, the board shall, for the purpose of raising money to meet
the payments under the terms and conditions of the contract and other necessary and proper expenses for
the contract and for the approval or disapproval of the petition:

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

{b} submit, after ascertaining the aggregate indebtedness, to the electors of the county the
proposition to approve or disapprove the contract and the issuance of bonds necessary to carry out the
contract. The election must be held in conjunction with a reguiar or primary election.

(2} The amount of the bonds authorized by this section may not exceed 22.8% 1.28% of the
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taxable value of the taxable property in the county, inclusive of the existing indebtedness of the county,

to-be subject to taxation as ascertained by the last assessment for state-and county taxes previous to the

issuance of the honds and incurring of the indebtedness.”

Section 93. Section 7-31-107, MCA, is amended to read:

"7-31-107. Authorization for municipality to issue bonds -- election required. (1) If the 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 the contract and cther necessary and proper
expenses for the contract and far the approval or disapproval of the petiﬁon, shall:

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

{b) submit, after ascertaining the aggregate indebtedness, to the electors of the city or town the
proposition to approve or disapprove the contract and the issuance of bonds necessary to carry out the
contract. The election must be held in conjunction with a regular or primary election.

{2} The amount of the bonds authorized by this section may not exceed 36-8% 0.94% of the
taxable value of the taxable property in the city or town, inclusive of the existing indebtedness of the city

or town, te-be subject to taxation as ascertained in the manner provided in this part.”

Section 94. Section 7-34-2131, MCA, is amended to read:

"7-34-2131. Hospital district bonds and notes authorized. (1) {a) 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 capitai for a new hospital.

(b) The amount of bonds issued fer-sueh-pursese and outstanding at any time may not exceed

22-b% 1.28% of the taxable value of the property therein in the district subject to taxation as ascertained

by the last assessment for state—and county taxes previous to the issuance of sueh the bonds.
(c) Sweh The bonds sha# must be autharized, sold, and issued and provisions made for their
payment in the manner and subject to the conditions and limitations prescribed for boends of school districts

by Title 20, chapter 9, part 4.

{2) (a) A hospital district may borrow money by the issuance of notes to provide funds to finance
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the costs described in subsection (1) and to finance the working capital requirements of the district. The
notes must be authorized and in a form and terms prescribed by a resolution adopted by the board of
trustees. The notes must mature over a term not to exceed 15 years.

{b) The principal and interest on the notes must be paid from the taxes levied pursuant to
7-34-2133 and 7-34-2134, exclusive of the taxes levied to pay bonds issued in accardance with subsection
{1), and all other revenue of the district. The annual amount of principal and interest payable on notes in
any fiscal year must be included in the disfrict's budget for that year.

{c) The notes may be secured by a mortgage of or a security interest in all or part of the district’'s
assets and by a pledge of the taxes and revenue of the district, or either of them.

{d) Notes may not be issued unless the projected annual revenue of the district, including the taxes
fevied pursuant to 7-34-2133 and 7-34-2134 but exciusive of the taxes levied to pay bonds, is at least
equal to the sum of the cost of operating and maintaining the hospital district plus the maximum amount
of principal and interest due in any future fiscal year on the notes proposed to be issued and ail notes
outstanding upon the issuance of the proposed notes.

(3) Nethirg-hereinshall The provisions of this part may not be construed to preciude the provisions

of Title 50, chapter 6, part 1, allowing the state to apply for and accept federal funds.”

Section 95. Section 7-34-2133, MCA, is amended to read:

"7-34-2133. Levy of district taxes -- limit an mill levy. {1) The board of county commissioners
st shall, annually at the time of levying county taxes, fix and levy a tax Ha-mills} upon all property within
said the hospital district clearly sufficient to raise the amount certified by the board of hospital trustees
under 7-34-2132,

{2} The-tax—so-lavied Except as provided in 7-34-2134, the levy for all hospital district purposes

other than payment of bonded indebtedness skall may not in any year exceed 3-ills 0.178 mill on each

dollar of taxable valuation of property within said the district subject to taxation."

Section 96. Section 7-34-2134, MCA, is amended to read:
"7-34-2134. Special additional mill levy authorized. If the maximum levy of 3-mills 0.178 mill on
each dollar of taxable valuation of property within the hospital district is inadequate to raise the amount

of money certified as necessary and proper by the board of hospital trustees as provided in 7-34-2132, the
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board of county commissioners may make an additional levy for 2 years upon the taxable property within

said the hospital district sufficient to raise the amount certified by the board of hospital trustees.”

Section 97. Section 7-34-2417, MCA, is amended to read:

"7-34-2417. Special tax levy authorized. In the event the bonds are not paid or are not expected
ta be paid from ordinary revenue of the facility, a county that has issued bonds under 7-34-2411 for a
health care facility may levy taxes on all taxable property within the county in the manner provided for
public hospital districts under 7-34-2133, 7-34-2134, 7-34-2135(1), and 7-34-2136, up to a maximum of
3-mits 0.178 mill not submitted to a vote of the people and 4 an additional mills 0.178 mill approved by

a vote of the people.”

Section 98. 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 {ollowing manner:

{a) The term "agricultural” refers to:

{i} the production of food, feed, and fiber commodities, livestock and poultry, bees, fruits and
vegetables, and sod, ornamentat, nursery, and horticultural crops that are raised, grown, or produced for
commercial purposes; and

{ii) the raising of domestic animals and wildlite in domestication or a captive environment.

(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 the
profit margin shown in national appraisal guides and manuals or the valuation schedules of the department.

{d) (i) The term "commercial”, when used to describe property, means property used or owned by
a business, a trade, or a corporation as defined in 35-2-114 or used for the production of income, except
property described in subsection (1){d){ii},

(i) The following types of praperty are not commercial:

(A) agricuitural lands;

(B} timberlands and forest lands;

(C) single-family residences and ancillary improvements and improvements necessary to the

function of a bona fide farm, ranch, or stock operation;
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(D} maobile homes used exclusively as a residence except when held by a distributor or dealer of
trailers or mobile homes as stock in trade:

{E}--alt-property-deseribed-in-16-6-136;-and

(e} (i} The term "comparable property” means broperty that:

+#H{A) has similar use, function, and utility;

+##{B) is influenced by the same set of economic trends and physical, governmental, and social
factors; and

##+C) has the potential of a similar highest and best use.

(i) 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 to other

property assessed as other than commercial property.

{fi The term "credit” means solvent debts, secured or unsecured, owing to a person.

{g) (i) "Department”, except as provided in subsection (1}{gl{ii}, means the department of revenue
provided for in 2-15-1301.

(ii) in chapter 24, part 1, and in chapters 70 and 71, department means the department of

transportation provided for in 2-15-2501.

(h} The terms "gas” and "natural gas" are synonymous and mean gas as defined in 82-1-111(2),
The terms include all natural gases and all other fluid hydrocarbons, including methane gas or any other
natural gas found in any coal formation.

(it {A) The term "improvements” includes all buildings, structures, fences, and improvements
situated upon, erected upon, or affixed to land. The_term aiso_includes personal property that is
permanently situated upon, erected upon, or affixed to land or improvements. Personal property includes
but is not limited to gas and water maing and gigés; pipelines; railroad tracks; telephone, transmission, and

electronic lines ot all types; and other personal property. Perscnal property described in this subsection {1)(i)

is considered improvements reqardless of whether the property is permanently affixed to the land or

beneath the surface of the land or atfixed to improvements.

{B) When the department determines that the permanency of location of 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 it
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is attached to a foundation that cannot feasibly be relocated and only when the wheels are removed.

{j) The term "leasehold improvements" means improvements to mobile homes and mobie homes

iocated on land owned by another person. This-property—is—assessed-under-the-approprate—classiication;
anrd-the-taxes The taxes on this property are due and payable in two payments as provided in 15-24-202.

Delinquent taxes on leasehold improvements are a lien only on the leasehold improvements.

{k} The term "livestock” means cattle, sheep, swine, goats, horses, mules, asses, llamas, alpacas,
bison, ostriches, rheas, emus, and domestic ungulates.

() 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 trailer coach up to 8 feet in
width or 45 feet in length used as a principal residence.

{m} 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".

(n} The term "poultry” inciudes all chickens, turkeys, geese, ducks, and other birds raised in
domestication to produce food or feathers.

(o) The term "property” includes money, credits, bonds, stocks, franchises, and all other matters
and things, real, personal, and mixed, capable of private ownership. This definition may not be construed
to authorize the taxation of the stocks of a company or corporation when the property of the company or
corporation represented by the stocks is within the state and has been taxed.

{p} The term "real estate” includes:

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

(ii} ali mines, minerals, and quarries in and under the land subject 1o the provisions of 15-23-501
and Title 15, chapter 23, part B;

(it} all timber belonging to individuals or corporations'growing or being on the fands. of the United
States; and

(iv} all rights and privileges appertaining to mines, minerals, quarries, and timber.

{q) "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
theoretical analysis, exploration, and experimentation and the extension of investigative findings and
theories of a scientific and technical nature into practical appiication for experimental and demonstration
(:ngislative
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purposes, including the experimental production and testing of madels, devices, equipment, materials, and
processes.

{r} The term "taxable value” means the percentage-ef market or assessed value as provided for in
Fitle-1brehapterB,—part3 15-8-111.

{2} The phrase "municipal corporation” or "municipality” or "taxing unit" includes a county, city,
incorporated town, township, school district, irrigation district, or drainage district or a 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 means the state tax

appeal board."

Saction 99. Section 15-1-201, MCA, is amended to read:
"15-1-201. Administration of revenue laws. (1) {a) The department has general supervision over

the administration of the assessment and tax laws of the state, except Title 15, chapter 24, part 1, and

chapters 70 and 71, and over any officers of municipal corporations having any duties to perform under
the faws of this state relating to taxation to the end that all assessments of property are made relatively
just and equal, at true value, and in substantial compliance with law. The department may make rules to
supervise the administration of all revenue laws of the state and assist in their enforcement.

(b) The department shall adopt rules specifying which types of property within-the several-classes
are considered comparable property as defined in 15-1-101,

{c) The department shali also adopt rules for determining the value-weighted mean sates
assessment ratio for all commercial and industrial real property and improvements,

{2) The department shall confer with, advise, and direct officers of municipal corporations
concerning their duties, with respect to taxation, under the laws of the state.

(3) The department shall coliect annually from the proper officers of the municipal corporations
information, in a form prescribed by the department, about the assessment of property, collection of taxes,
feceipts from licenses and other sources, expenditure of public funds for all purposes, and other information
as may be necessary and hejpful in the work of the department. It is the duty of all public officers to fill out
properly and return promptly to the department ail forms and to aid the department in its work. The
department shall examine the records of all municipal corporations for purpeoses considered necessary or

helpful.”
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Section 100. Section 15-2-302, MCA, is amended to read:

"15-2-302. Direct appeal from department decision to state tax appeal board -- hearing. (1) A
person may appeal to the state tax appeal board a final decision of the department of revenue involving:

(a) property centrally assessed under chapter 23 of this title;

fieati : At ;

{e}b) any other tax, tother than the property tax}, imposed under this title; or

{d}{c) any other matter in which the appeal is provided by law,

{2} The appeal is made by filing a complaint with the board within 30 days foliowing receipt of
notice of the department’s final decision. The complaint must set forth the grounds for relief and nature of
relief demanded. The board shall immediately transmit a copy of the complaint to the department.

{3) The department shail file with the board an answer within 30 days following filing of a
complaint and at that time mail a copy to the compiainant. The answer must set forth the department’s
response to each ground for and type of relief demanded in the complaint.

{4) The board shall conduct the appeal in accordance with the contested case provisions of the
Montana Administrative Procadure Act.

(5) The decision of the state tax appeal board is final and binding upon all interested parties unless
reversed or modified by judicial review. Proceedings for judicial review of a decision of the state tak appeal
board under this section are subject ta the provisions of 15-2-303 and the Montana Administrative

Procedure Act to the extent that it does not conflict with 15-2-303."

Section 101. Section 16-8-101, MCA, is amended to read:

"15-6-101. Praperty subject to taxation -- classification. {1} All property in this state is subject

to taxation, except as otherwise provided etberwise.

Section 102. Section 15-6-201, MCA, is amended to read:
"15-6-201. Exempt categories. (1) The following categories of property are exempt from taxation:
{a} except as provided in 156-24-1203, the property of:
{i) the United States, except:
Q‘. isiative
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(A) if congress passes legislation that allows the state to tax property owned by the federal
government or an agency created by congress; or

{B) as provided in 15-24-1103;

(i} the state, counties, cities, towns, and school districts;

(iii) irrigation districts organized under the laws of Montana and not operating for profit;

{iv) municipal corporations;

(v) public libraries; and

(vi) rural fire districts and other entities providing fire protection under Title 7, chapter 33;

(b} buildings, with land they occupy and furnishings in the buildings, owned by a church and used
for actual religious worship or for residences of the clergy, together with adjacent land reasonably
necessary for convenient use of the buildings;

{c) property used exclusively for agricultural and horticultural societies, for educational purposes,
and for nonprofit health care facilities, as defined in 50-5-101, licensed by the department of public health
and human services and organized under Title 35, chapter 2 or 3. A health care facility that is not licensed
by the department of public health and human services and organized under Title 35, chapter 2 or 3, is not
exempt.

(g) property that is:

(i) owned and held by an association or corporation organized under Title 35, chapter 2, 3, 20, or
21,

(i) devoted exclusively to use in connection with a cemetery or cemeteries for which a permanent
care and improvement fund has been established as provided for in Title 35, chapter 20, part 3; and

{ili) not maintained and operated for private or corporate profit;

(e} property owned or property that is leased from a federal, state, or local governmental entity
by institutions of purely public charity if the property is directly used for purely public charitable purposes;

() evidence of debt secured by mortgages of record upon real or persanal property in the state of
Montana;

(g) pubiic museums, art galleries, zoos, and abservatories not used or held for private or corporate

profit;
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{h) motor vehicles, land, fixtures, buildings, and improvements owned by a cooperative

association or nonprofit corporation organized to furnish potable water to its members ¢r customers for
uses other than the irrigation of agricultural land;

(i) 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 with a surface title that is held by
another to explore, prospect, or dig for oil, gas, coal, or minerals;

{oHj) property that is owned and used by a corporation or association organized and operated
exclusively far the care of persons with developmentat disabilities, the mentally ill, or the vocationally
handicapped as defined in 18-5-101 and that is not operated for gain or profit and property owned and used
by an crganization owning and operating facilities that are for the care of the retired, aged, or chronically
ill and that are not operated for gain or profit;

tptk) all farm buildings with a market vaiue of less than $500 and-ail-agrieultural-mplements—and

. ” | 1 £100; 4

{g}{l) property owned by a nonprofit carporation that is 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 {a} (1}(l), "nonprofit corporation” means
an organization exempt from taxation under section 501(c) of the Internal Revenue Code and incorporated

and admitted under the Montana Nonprofit Corporation Act.

tol{m) harRess—saddlery—and—other—tack—oquiprrent: all personal property as defined in

15-1-101(1){m), except persgnal property described in 15-1-101{1){i). The exemption for personal property

"Legislative
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under this subsection {1}{m) does not apply to housetrailers or mobile homes taxed under Title 15, chapter

24, part 2, or to motor vehicles taxed under Title 61, chapter 3.

#3n} a title plant owned by a title insurer or a title insurance producer, as those terms are defined
in 33-25-105;

o) timber as defined in 15-44-102;

++p} all trailers and semitrailers that have a licensed gross weight of 26,000 pounds or more or
that are registered through a proportional registration agreement under 61-3-721. For purposes of this
subsection #4 (1}{p}, the terms "trailer” and "semitrailer” mean a vehicle with or without motive power that
is:

(i} designed and used oniy for carrying property;

(i) designed and used to be drawn by a motor vehicle; and

{iii} either constructed so that no part of its weight rests upon the towing vehicle ar constructed
so that some part of its weight and the weight of its oad rests upon or is carried by another vehicle.

{wi{g) all vehicles registered under 61-3-456.

{2} (a) For the purposes of subsection (1){e}, the term "institutions of purely public charity”
includes any organization that meets the following requirements:

(i} The organization qualifies as a tax-exempt organization under the provisions of section
501(c){3), Internal Revenue Code, as amended.

{ii) The organization accomplishes its activities through absolute gratuity or grants. However, the
organization may solicit or raise funds by the sale of merchandise, memberships, or tickets to public
performances ar entertainment or by other similar types of fundraising activities.

{b} For the purposes of subsection {(1}(g), the term "public museums, art galleries, zoos, and
observatories” means governmental entities or nonprofit organizations whose principal purpose is to hold
property for public display or for use as a museum, art gallery, zoo, or abservatory. The exempt property

includes all real and-personal property and improvements reasonably necessary for use in connection with

the public display or observatory use. Unless the property is leased for a profit to a governmental entity or
nonprofit organization by an individual or for-profit organization, real ard—persenal property and
improvements owned by other persons is are exempt if ieis they are:

(i) actually used by the governmental entity or nonprofit organization as a part of its public display;

(i} held for future display; or
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(iii) used to house or store a public display.

(3] The following portions of the appraised value of a capital investment in a recognized nonfossil
form of energy generation or low emission wood or biomass combustion devices, as defined in 15-32-102,
are exempt from taxation for a period 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.”

Section 103. Section 15-8-207, MCA, is amended to read:

"15-6-207. Agricultural exemptions. 4 The following agricultural products are exempt from
taxation: 7

{a3(1) all unprocessed agricultural products on the farm or in storage and owned by the producer,

{b}{2) all praducer-held grain in storage;

{}(3) all unprocessed agricultural products—-exeaptlivestoek;
) exeepias—providedinsubsection{Hia); livestock thet-have-netattained-the age-of 24

. . idod in15-24-00242};
{e{B]) swine that-have-notattained-the-ageof 6-monthsas-of Januvary1;
{}(6) poultry and the unprocessed products of poultry; and

{g}{7]) bees and the unprocessed product of bees.

NEW SECTION. Section 104, Homestead exemption -- definitions. As used in [sections 104

through 106], the following definitions apply:
{1} "Owner-occupied residence” means a single-family residence, including a trailer or mobile home,
or a condominium unit that is subject to property taxes and that is owned, or that is under contract for

deed, by a person, individually or jointly. The residence includes all improvements used for residential
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purposes and associated outbuildings and 1 acre of land beneath the improvements. A taxpayer with a life
estate is an owner for purposes of [sections 104 through 1086].
{2) "Person” means an individual natural person who is eligible for a homestead exemption under

[sections 104 through 106].

NEW SECTION. Section 105. Homestead exemption. (1) Sixty-five percent of the first $50,000
or less of market value of any owner-occupied residence, including 1 acre of land beneath the
improvements, is exempt from property taxation. The residence must be actually occupied for at least 7
months a year as a primary residential dwelling by the Montana resident.

(2) A Montanaresident may own and occupy more than one owner-occupied residence in this state
during the year and still meet the occupancy requirement in subsection (1) if the total occupancy is for 7
months or more.

(3) If the Montana resident meets the requirements of subsection {1) on any one owner-occupied
residence, all other owner-occupied residences owned by the Montana resident are eligible for the
exemption under {sections 104 through 108], whether or not the owner-occupied residence was occupied
by the owner for the required time. However, a Montana resident is entitled to an exemption for only a
single owner-occupied residence.

{4) The exemption allowed under [sections 104 through 106] does not appiy to a residence that

was teased or rented for more than 5 months during the year.

NEW SECTION. Section 106. Homestead exemption -- application for exemption. (1) A person
who is eligible for an exemption of property allowed in fsections 104 through 106] shall make an affidavit
to the department, on a form provided by the department without cost, stating:

{a) the fact that the person owns and maintains the residence as the person’s primary residential
dwelling; and

{b} other information that is relevant to the applicant’s eligibility.

{2} The application must be made before March 15 of the year for which the applicant seeks the
exemption. The application remains in effect in subsequent years unless there is a change in ownership of
the property. The taxpayer shall inform the department of any change in eligibility. The department may
inquire by mail whether there is any change in ownership. A change in ownership does not affect the
(Legisiative
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exemption, provided that the new owner satisfies the conditions of [sections 104 through 106].

{3} The affidavit is sufficient if the applicant signs a statement affirming the correctness of the
information supplied, whether or not the statement is signed before a person authorized to administer oaths,
and mails the application and statement to the department. The signed statement must be treated as a
statement under oath or equivalent affirmation for the purposes of 45-7-202, relating to the criminaj offense

of false swearing.

Section 107. Section 15-7-102, MCA, is amended to read:

"156-7-102. Notice of classification and appraisal to owners -- appeals. (1) (a) The department
shall mail to each owner or purchaser under contract for deed a notice of the classification of the land
owned or being purchased and the appraisal of the improvements an the fand only if one or more of the
followirig changes pertaining to the land or improvements have been made since the last notice:

{i) change in ownership;

{ii) change in classification;

(ii} change in valuation, including the change in the exemption amount provided for in {[sections 104
through 1081; or

(iv) addition or subtraction of personal property described in 15-1-101(1){i} affixed to the land or

improvements.

(b} The notice must include the following for the taxpayer’s informational purposes:

{i}y for owner-occupied residential property, the total market value of the land and improvements,

the exemption amount allowed under {sections 104 through 106}, and the assessed value of the tand and

improvements subject to taxation;

{ii} the total amount of mills levied against the property in the prior year;

#H{iii) the amount of the prior year's taxes resulting from levied mills;

fi(iv) an estimate of the current year’s taxes based on the prior year's milis; and

¥ v) a statement that the notice is not a tax hill.

{c) Any misinformation provided in the information required by subsection (1)}{b) does not affect
the validity of the notice and may not be used as a basis for a challenge of the legality of the notice.

(2} {(a) The department shall assign each assessment to the correct owner or purchaser under

contract for deed and mail the notice of classification and appraisal on a standardized form, adopted by the
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department, containing sufficient information in a comprehensible manner designed to fully inform the
taxpayer as 1o the classification and appraisal of the property and of changes over the prior tax year.

{b} The notice must advise the taxpayer that in order to he eligible for a refund of taxes from an
appeal of the classification ar appraisal, the taxpayer is required to pay the taxes under protest as provided
in 15-1-402.

{3) If the owner of any land and improvements is dissatisfied with the appraisal as it reflects the
market value of the property as determined by the department or with the classification of the land or
improvements, the owner may request an assessment review by submitting an objection in writing to the
department, on forms provided by the department for that purpose, within 30 days after receiving the
notice of classification and appraisal from the department. The review must be conducted informally and
is not subject to the contested case procedures of the Montana Administrative Procedure Act. As a part
of the review, the department may consider the actual selling price of the property, independent appraisals
of the property, and other relevant information presented by the taxpayer in support of the taxpayer's
opinion as to the market value of the property. The department shall give reasonable notice to the taxpayer
of the time and place of the review. After the review, the department shall determine the correct appraisal
and classification of the land or improvements and notify the taxpayer of its determination. In the
notification, the department shall state its reasons for revising the classification or appraisal. When the
proper appraisal and classification have been determined, the land must be classified and the improvements
appraised in the manner ordered by the department.

(4) Whether a review as provided in subsection {(3) is held or not, the department may not adjust
an appraisal or classification upon the taxpayer's objection unless:

(a) the taxpayer has submitted an objection in writing; and

{by the department has stated its reason in writing for making the adjustment.

(5) A taxpayer’'s written objection to a classification or appraisal and the department’s notification
to the taxpayer of its determination and the reason for that determination are public records. The
department shall make the records available for inspection during regular office hours.

(6) If any property owner feels aggrieved by the classification or appraisal made by the department
after the review provided for in subsection (3), the property owner has the right to first appeal to the
county tax appeal board and then to the state tax appeal board, whose findings are final subject to the right

of review in the courts. The appeal to the county tax appeal board must be filed within 30 days after natice
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of the department’s determination is mailed to the taxpayer. A county tax appeal board or the state tax
appeal board may consider the actual selling price of the property, independent appraisals of the property,
and other relevant information presented by the taxpayer as evidence of the market value of the property.
If the county tax appeal board or the state tax appeal board determines that an adjustment should be made,

the department shall adjust the base value of the property in accordance with the board’s order.”

Section 108. Section 15-7-103, MCA, is amended to read:

"15-7-103. Classification and appraisal -- general and uniform methods. (1) It is the duty of the
department ef+evepue to implement the provisions of 15-7-101 through 15-7-103 by providing:

{(a) for a general and uniform method of classifying lands in the state tor thé purpose of securing
an equitable and uniform basis of assessment of said the lands for taxation purposes;

(b} for a general and uniform method of appraising city and town lots;

(c} for a general and uniform method of appraising rural and urban improvements;

(d) for a general and uniform method of appraising timberlands.

{2) All lands shalt must be classified according to their use or uses and graded within each class

accarding to sail and productive capacity. In sueh the classification work, use-shat-be-made-of soil surveys
and maps and all other pertinent available information must be used.

{3) All lands must be classified by parcels or subdivisions not exceeding 1 section each, by the
sections, fractional sections, or lots of all tracts of land that have been sectionized by the United States
government, or by metes and bounds, whichever vields a true description of the land.

(4} All agricultural fands must be classified and appraised as agricultural lands without regard to
the best and highest value use of adjacent or neighboring lands.

(5} inany periodic revaluation of taxable property completed under the provisions of 15-7-111 atter

dancary1-—-086, all property elassifiedin-3-B-8-134 subject to reappraisal must be appraised on its market

value in the same year. The department shall publish a rute specifying the year used in the appraisal.

(6) AH-sewage Sewage disposal systems and domestic use water supply systems of &l dwellings
may not be appraised, assessed, e;nd taxed separately from the land, house, or other improvements in
which they are located. lr-re-eventrmaythe The sewage disposal or domestic water supply systems may

not be included twice by including them in the valuation and assessing them separately.”
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Section 109. Section 15-7-122, MCA, is amended to read:
"15-7-122, Temporaryauthottyto-exoeed—mill Mill levy limitations. Taxing Unless otherwise

provided by law, taxing jurisdictions may not adopt and levy for a budget equalte that exceeds 105% of

the preceding year’s hudget, statutory mill levy limitatiors provisions notwithstanding—untessthe-taxabie

Section 110. Section 15-7-202, MCA, is amended to read:

"15-7-202. Eligibility of land for valuation as agricultural. (1) {a) Contiguous parcels of land
totaling 160 acres or more under one ownership are eligible for valuation, assessment, and taxation as
agriculturat land each year that none of the parcels is devoted to a residential, commercial, or industrial use.

{(b) (i} Contiguous parcels of land of 20 acres or more but less than 160 acres under one awnership
are eligible for valuation, assessment, and taxation as agricultural land if the land is used primarily for
raising and marketing, as defined in subsection {1)(c), products that meet the definition of agricuitural in
16-1-101. A parcel of fand is presumed to be used primarily for raising agricultural products if the owner
or the owner’s immediate family members, agent, employee, or lessee markets not less than $1,500 in
annual gross income from the raising of agricultural products produced by the land. The owner of land that
is not presumed to be agricultural land shall verify to the department that the land is used primarily for
raising and marketing agricultural products.

(it Noncontiguous parcels of land that meet the income requirement of subsection (1){bl(i) are
eligible for valuation, assessment, and taxation as agricultural land under subsection (1)(b}(i} if:

(A} the land is an integral part of a bona fide agricultural operation undertaken by the persons set
forth in subsection (1)(b}{i} as defined in this section; and

{8) the land is not devoted to a residential, commercial, or industrial use.

(¢} For the purposes of this subsection (1} "marketing” means the selling of agriculturai
products produced by the land and includes but is not limited to:

Adli) rental or lease of the land as long as the land is actively used for grazing livestock or for other
agriculturat purposes; and

{BHii] rental payments made under the federal conservation reserve program or a successor to that

programs;
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(2) Contiguous or noncontiguous parcels of land totaling less than 20 acres under one ownership

that are actively devoted to agricultural use are eligible for valuation, assessment, and taxation as
agricultural each year that the parcels meet any of the following qualifications:

(a) the parcels produce and the owner or the owner’s agent, employee, or lessee markets not less
than $1,500 in annual gross income from the raising of agricultural products as defined in 15-1-101; or

(b) the parcels would have met the qualification set out in subsection (2){a} were it not for
independent, intervening causes of production failure beyond the contro! of the producer or marketing delay
for economic advantage, in which case praof of qualification in a prior year will suffice,

{3} Parcels that do not meet the qualifications set out in subsections (1) and {2} may not be
classified or valued as agricultural if they are part of a platted subdivision that is filed with the county clerk
and recorder in compliance with the Montana Subdivision and Platting Act.

{4) Land may not be classified or valued as agricultural if it is subdivided land with stated
restricti-ons effectively prohibiting its use for agricultural purposes. For the purposes of this subsection only,
"subdivided land” includes parcels of land larger than 20 acres that have been subdivided for commercial
or residential purposes.

{5} The grazing on land by a horse or other animals kept as a hobby and not as a part of a bona
fide agriculturai enterprise is not considered a bona fide agricultural operation.

{6) The department may not classify land consisting of less than 160 acres as agricultural uniess
the cwner has applied to have land classified as agricultural land. Land of 20 acres or more but less than
160 acres for which no application for agricultural classification has been made is taxed as provided in
16-6-333t4He} 156-8-111. If land has been valued, assessed, and taxed as agricultural land in any year, it
must continue to be valued, assessed, and taxed as agricultural until the department reclassifies the
property. A reclassification dees not mean revaluation pursuant to 15-7-111.

(7) For the purposes of this part, growing timber is not an agricultural use.”

Section 111. Section 156-7-206, MCA, is amended to read:
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"18-7-206. iImprovements on agricultural land. 43 In determining the total area of land actively
devoted to agricultural use, there is included the area of all land under barns, sheds, silos, cribs,
greenhouses, and #e similar structures; and under all lakes, dams, ponds, streams, irrigation ditches, and

like—faeilities similar water bodies and related structures,

Section 112. Section 15-7-221, MCA, is amended to read:
"16-7-221. (Temporary) Phasein of the taxable value of agricultural land. The increase or decrease

in taxable value of agricultural land resuiting from the change in the method of determining productive

capacity value under 15-7-201 must be phased in beginpingJaruary—+—1985; as foliows:

{2+ For the year beginning January 1, 1396, and ending December 31, 1996, the taxable value of

agricuitural land in each land use and production category must increase or decrease from the December
31, 1994, value by two-thirds of the difference between the product of the productive capacity value of
agricultural land for 1995 determined under 15-7-201 times the class three tax rate and the taxable value
ot agricultural land as af December 31, 1994.

+33(2) Beginning January 1, 1997, the taxable value of agricultural land in each land use and
production category is equal to 100% of the productive capacity value of agricultural lang determined under
15-7-201 times the class three tax rate.

{4}{3) This section does not apply to land described in 46-68-333{4 e} 15-8-111(8)(b). (Repealed
effective January 1, 1998--secs. 4, 5, Ch. 563, L. 1995.)"

Section 113. Section 15-8-104, MCA, is amended to read:

"15-8-104. Department audit and review of taxable value -- casts paid by department. (1) When

{’ngislatr've
Services - 63 -
7« \'l_)jvision



556th Legislature LCO043.01

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

in the judgment of the director of revenue it is necessary, audits may be made for the purpose of
determining the taxable value of net proceeds of mines ard-oH-and-gas—wels and all other types of property

subject to ad valorem taxation.

{33{2) The cost of any audit or review performed under subsection (1) e—2} must be paid by the

department.”

Section 114. Section 15-8-111, MCA, is amended to read:

"15-8-111. Assessment -- market value standard -- exceptions. (1} Ali 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 fully consider reduction in value caused by depreciation, whether through physical depreciation,

functional obsolescence, or economic obsoiescence.

{3) The department may not adopt a lower or different standard of value from market value in

making the official assessment and appraisal of the vaiue of property, except:

! Legislative
~ Services . 64 -

v\\_givixian



55th Legislature LCO043.01

[ B ¢ B s B N L * | B L /%

i b omd
W Mo =

14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

e} 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, including housetrailers and mobile homes taxed under

15-24-202, is the pereentage-of market or assessed value establishedforeashelass of property as provided

in this section.

&t Properties in-16-6-131—undereclass-one—are assessed under Title 15, chapter 23, part 5, are
valued at 100% of the product of 14 times the annual net proceeds of mines and mining claims after

deducting the expenses spesifiod-and-allewed-by provided in 15-23-503 or, if applicable, as provided in
15-23-515, 15-23-5186, 15-23-517, or 156-23-518.

B} 7) Properties inHo-B-332-underclass-two—are assessed under Title 15, part 23, part 8, are

valued at 100% of the annual gross proceeds.

{e}(B) (a) Rropertiasin-+b-6-13d—undorelass-three; Agricultural lands are assessed at 100% of

the productive capacity of the lands when valued for agricultural purposes. All lands that meet the

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

{b) Parcels of land that cansist of 20 acres or more but less than 160 acres, that are under one

ownership, and that are not eligible for valuation, assessment, and taxation_as agricultural land under

15-7-202(1) are assessed at 100% of the preduct of 7 times the productive capacity of grazing lanpd, at

the average grade of grazing land. The land may not be devoted to a commercial or industrial purpose.

{d}9) Properties-A—1b6-6-143 -underelass—ten; Forest land are is assessed at 100% of the forest

productivity value of the land when vaiued as forest land as provided in Title 15, chapter 44.

{10} Land and the improvements on the land 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 request; or

(c) the land is outside an incorporated city or town.”
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Section 115. Section 15-8-112, MCA, is amended to read:

"15-8-112. Assessments to be made on classification and appraisal. (1) The assessments of all
lands, all city and town lots, and all improvements must be made on the classification and appraisai as
made or caused to be made by the department.

{2) The percentage taxable basis of the market value or assessed value, as provided for in ehaptes

6—part—+ 15-8-111, is determined and assigned by the department when it makes its annual assessment
of the property that it is required tc assess centrally. The department shall apportion the assessments to
the various counties, and its determination is final except as to the right of review in the state tax appeal

board or the proper court.”

S'ection 116. Section 15-8-201, MCA, is amended to read:

"15-8-201. General assessment day. (1} The department shalt, between January 1 and the second
Monday of July in each year, ascertain the names of all taxable inhabitants and assess all property subject
to taxation in each county. The department shall assess property to the person by whom it was cwned or
claimed or in whose possession or control it was at midnight of the preceding January 1. The department
shail also ascertain and assess all mobile homes arriving in the county after midnight of the preceding
January 1. A mistake in thevname of the owner or supposed owner of real property does not invatidate the
assessment.

{2) The procedure provided by this section does not apply to:

{a) motor vehicles that are required—by—16-8-202te—be-asse55ed-on—Jandary—t—o—upon-their
anpiversary—togictration-date taxed under Title 61;

(b} motor homes, travel trailers, and campers;

{c) watercraft;

{d) livestock;

#1{e) mobile homes held by a distributor or dealer of mobile homes as stock in trade; and

tgf) property subject to the provisions of 15-16-203.
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Section 117. Section 15-8-202, MCA, is amended to read:

"15-8-202. Motor vehicle assessment by department of justice. ( 1)Fho-dopartmentshallineach

{or department of justice shall assess all motor vehicles raustbe-made for taxation in accordance with

61-3-b03. The motor vehicles must be assessed in each year to the persons by whom owned or claimed
or in whose possession or control they were at-midright-ef-Jangary—t-of on the anniversary registration
date—whishaveris-applicable.

(2} A tax may not be assessed 'against maotor vehicles subject to taxation that constitute inventory
of motor vehicle dealers as of January 1. These vehicles and all other motor vehicles subject to taxation
brought into the state subsequent to January 1 as motoer vehicle dealers’ inventories must be assessed to
their respective purchasers as of the dates the vehicles are registered by the purchasers.

{3) "Purchasers” inciudes dealers who apply for registration or reregistration of motor vehicles,

except as otherwise provided by 61-3-502.

Section 118. Section 15-8-205, MCA, is amended to read:
"15-8-205. Initial assessment of elass—feur trailer and mobile home property —when. The
department shali assess all etass—feur trailer and mobile home property immediately upon arrivai in the

county if the taxes have not been previously paid for that year in another county in Montana.”

Section 119. Section 15-8-301, MCA, is amended to reag:

"15-8-301. Statement -- what to contain. (1) The department may require from a person a
statement under oath setting forth specifically ail the real property and perserab-preperty improvements
owned by, in possession of, or under the control of the person at midnight on January 1. The statement
must be in writing, showing separately:

{(a} all property belaonging to, claimed by, or in the possession ar under the control or management
of the person;
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(b) all property belonging to, claimed by, or in the possession or under the control or management
of any firm of which the person is a member;

(c) all property belonging to, claimed by, or in the possession or under the control or management
of any corparation of which the person is president, secretary, cashier, or managing agent;

(d) the county in which the property is situated or in which the property is liable to taxation and,
if liable to taxation in the county in which the statement is made, also the city, town, school district, road
district, or other revenue districts in which the property is situated;

{e} an exact description of all largs; land and improvements—and-personal-property,

{f} all depots, shops, stations, buildings, and other structures erected on the space covered by the
right-of-way and all other property owned by any person owning or operating any railroad within the

county.

3+H2) Whenever one member of a firm or one of the proper officers of a corporation has made a

statement showing the property of the firm or corporation, another member of the firm or another officer
is not required to include the property in that person’s statement but the statement must show the name
of the person or officer who made the statement in which the property is included.

+H(3) The fact that a statement is not required ar that a persan has not made a statement, under

oath or otherwise, does not relieve the person’s property from taxation.”

Section 120. Section 18-8-405, MCA, is amended to read:

"15-8-405. Streetrailroads, bridges, and ferries. Street railroads, ard bridges, and ferries and their
franchises owned by persons or corporations must be listed and assessed in the county, town, or district
where seeb the property or any portion thereef of the property is located—and-tha-traskoftherailread-and

brid | o "

Section 121. Section 15-8-408, MCA, is amended to read:
"15-8-406. Assessment of public utilities in ane county. Railroads operated or situated in one

county; telegraph, telephone, and electric tight power lines and similar franchises and properties situated
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in one county and-theirfranehises; and canals, ditches, and flumes situated in one county and #ae their
franchises etthe-same must be listed and assessed in the county in which suehk the property is located;.
and-the-depertmontofrovenuemustreguire—+the The owner efsuobl-property or Bis the owner’s agent or
any officer of a corporation owning the-same-te-make-averfied-statementcontaining—a-lst—-of property

described in this section shall verify to the department the number of miles sueh of the property that is

operated or situated in the county and the vatue thereef of the property.”

Section 122. Section 15-8-407, MCA, is amended to read:

"15-8-407. Railroads and other franchises. (1) The franchise—readway—roadbed —rals—roliig
stook-and-all-othe—opeorating and property of al+aireads a railroad operated in more than one county or
in more than one state must be assessed by the department efrevenue as hareatter provided in Title 15,
chapter 23, part 2.

(2) Othor-franchises—ifgranted-by-theautherities—ofa-ceupnty—oreity; A franchise, other than a

railroad franchise, must be assessed in the county or city within which they-ware the franchise was

granteds, # It a franchise was granted by any other authority, the¥ the franchise must be assessed in the

county in which the eerperations—Hrms~erporsoas corporation, firm, or person owning or holding them

have-their the franchise has its principal place of business.”

Section 123. Section 15-8-701, MCA, is amended to read:

"15-8-701. Property tax record -- definition -- listing property in. {1} Unless the context clearly
indicates otherwise, the term "property tax record” means the record that is kept in each county by the
department and that contains the information described in subsection (2], The term includes records
referred to as an "assessment book" or "assessment roll” and, in a county in which the property tax record
is kept on a computer system, the information on the system analogous to the information described in
subsection (2).

{2) The department shall prepare a property tax record with appropriate headings, # which must
belisted list all property within the state and #-whieh must be-spesified specify, by an appropriate heading:

(a) the name of the person to whom the property is assessed;

(b} land by description sufficient to identify it, the locality, and the improvements on the land;

(c)
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{d} the assessed value of reai estate;

teH{d) the assessed value of improvements on land, except that land and improvements must be
separately iisted when required under 15-8-111;

e} the assessed value of improvements on real estate assessed to persons other than the owners
of the reai estate. Taxable improvements owned by a person, located upon land exempt from taxation,
must, as to the manner of assessment, be assessed as other real estate. A value may not be assessed
against the exempt land, and the land may not be charged with and is not responsible for the assessment
made against any taxable improvements located on the land.

{a—the-assessad-valbe-ot-alltaxable-personal-property;

4{t) the school, road, and other revenue districts in which each piece of property assessed is
situated;

{i+{q) the totat assessed value of all property;

4h} the taxable value of all property;

#Hi) the taxes and fees assessed against the property; and

#{i) the total of each type of tax, levy, and fee."

NEW SECTION. Section 124. Property tax limitations. (1) Except as provided in [section 125] and
subsection (2} of this section, the amount of taxes levied on property may not, for any taxing jurisdiction,
exceed 105% of the amount levied for the previous tax year.

{2) If a taxing jurisdiction reduces mitl levies below the amount levied in the previous tax year, it
may subsequently increase mill levies to 105% of the highest amount levied in any previous tax year that

began after December 31, 1997.

NEW SECTION. Section 125. Property tax limitations -- exceptions. (1) The limitation on the

amount of taxes levied means that, except as otherwise provided in this section, the total amount of taxes
levied by each taxing unit is limited to 105% of the dollar amount levied in each taxing unit for the previous
tax year. The governing baody of a taxing unit shall adjust mill levies to compensate for any increase in

taxable valuation to ensure that taxes levied do not exceed 105% of the amount levied in the previous tax

year.
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{2} The limitation on the amount of taxes levied does not prohibit an increase in the total taxes
levied by a taxing unit as a result of:

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

{b) construction, expansion, or remodeling of residential or commercial improvements:

{c} transfer of property into a taxing unit;

{d) subdivision of real property;

{e) reclassitication of property;

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

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

(3) The limitation on the amount of taxes levied does not prohibit an increase in the total taxes
levied by a taxing unit in order to compensate the taxing unit for any loss in the total amount of nonlevy
revenue received in the previous tax year from taxes imposed under Title 15, chapter 23, part 7, and Title
15, chapter 36, part 3.

{4} The limitation on the amount of taxes levied does not prohibit a further increase in the taxable
valuation of the taxing unit or in the actual tax liability on individual property.

{5) The limitation on the amount of taxes, as clarified in this section, is intended to leave the
property appraisal and valuation methodologies of the department intact. Determinations of county
classifications, salaries of local government officers, and all ather matters in which total taxable valuation
is an integral component are not affected by [section 124] and this section.

(B6) 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 mill levies under one of the following methods:

(a) if the laws governing the taxing unit or a particular fund of the taxing unit specifically allow
for a vote of the electorate to impose mill levies or to change mill levies, then mill levies may be imposed
or increased after approval of the electorate of the taxing unit,

{b) If the taxing unit or a particular fund of the taxing unit does not have a statutory basis for
holding an election on whether to impose or to change a mill levy, the governing body of the taxing unit
may refer the question of whether to impose or to change the mill levy to the electorate of the taxing unit.
The resolution must contain:

(i) a finding that there are insufficient funds to adequately operate the taxing unit or applicable
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governmental function as a result of the limitations of [section 124] and this section;

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

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

(7} The limitation on the amount of taxes levied by a taxing jurisdiction does not prevent a taxing
jurisdiction from increasing its number of mills beyond the mill levy in the previous year to produce revenue
equal to 105% of its revenue in the previous tax year.

(8) When each revaluation cycle takes effect pursuant to 15-7-111, mill levies must be reduced
in order to compensate for an increase in taxable valuation, for reasons other than those described in

subsection (2), in a taxing unit as a result of cyclical reappraisal.

Section 126. Section 15-16-102, MCA, is amended to read:

"15-16-102. Time for payment -- penalty for delinquency. Exeeptas-previded-in-15-36-802and
1616-BO2-and-unless Unless suspended or canceled under the provisions of Title 15, chapter 24, part 17,
all taxes levied and assessed in the state of Montana, except assessments made for special improvements
in cities and towns payable under 15-16-103, are payable as follows:

(1) One-half of the taxes are payable on or before 5 p.m. on November 30 of each year or within
30 days after the tax notice is postmarked, whichever is later, and one-half are payable on or before 5 p.m.
on May 31 of each year.

{2) Unless one-half of the taxes are paid on or before 5 p.m. on November 30 of each year or
within 30 days after the tax notice is postmarked, whichever is later, the amount payable is delinquent and
draws interest at the rate of 5/6 of 1% a month from and after the delinquency until paid and 2% must be
added to the delinquent taxes as a penalty.

{3) Alltaxes due and not paid on or befare 5 p.m. on May 31 of each year are delinquent and draw
interest at the rate of 5/6 of 1% a month from and after the delinquency untit paid, and 2% must be added
to the delinquent taxes as a penalty.

(4) It the date on which taxes are due falls on a holiday or Saturday, taxes may be paid without
penalty or interest on or before 5 p.m. of the next business day in accerdance with 1-1-307,

{5) A taxpayer may pay current year taxes without paying delinguent taxes. The county treasurer
shall accept a partial payment equal to the delinquent taxes, including penalty and interest, for one or more

full taxable years, provided both halves of the current tax year have been paid. Payment of taxes for
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delinquent taxes must be appfied to the taxes that have been delinguent the longest. The payment of the
current tax year is not a redemption of the property tax lien for any delinguent tax year.

(6} The penalty and interest on delinquent assessment payments for specific parcels of land may
be waived by resolution of the city council. A copy of the resolution must be certified to the county

treasurer.”

Section 127. Section 15-16-118, MCA, is amended to read:
"15-16-118. Minimum tax payment —limitation-ef-appeal. (1) If the taxes and special assessments
due for the current year shown in the written notice sent to the taxpayer as required in 15-16-101(2) are

less than $5

the county treasurer shall notify the taxpayer that a minimum tax of $5 is imposed and due. The $5 tax
is imposed for purposes of defraying administrative expenses incurred in administering the tax. The
difference between the taxes and special assessments and the minimum tax of $5 is to be deposited in the
county general fund.

{2) The notification of the $5 minimum tax required by subsection {1) must be made in the notice

required in 15-16-101(2)

+H{3) The minimum assessment imposed by this section does not apply to assessments levied

against property owned by the state or a county, consolidated local government, city, town, school district,
or other governmental entity unless the total assessments levied against all the property owned by the

governmental entity are less than $5."

Section 128, Section 15-16-202, MCA, is amended to read:

“15-16-202. Boats, snowmobiles, and motor vehicles -- payment of current and back taxes and
fees. (1) The fee in lieu of persenat-property taxes assessed against a boat for the year in which application
for decals is made and the immediately previous year must be paid before license decals may be issued
pursuant to 23-2-515.

(2} The fee in lieu of tax imposed on a snowmobile for the year in which application for registration

is made and the immediately previous year must be paid before a snowmobile may be registered pursuant
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to 23-2-616.

(3) Except for mobile homes as defined in 15-1-101, the new motor vehicle sales tax and the
personalproperty Motor vehicle tax or fee in lieu of tax imposed or as;sessed against a mator vehicle for
the current year and the immediately previous year must be paid before a motor vehicle may be registered
or reregistered pursuant to 61-3-303.

{4) The provisions of subsections {1} thraugh (3) do not require payment of the immediately

previous year’s taxes or fees if sweh the taxes or fees have already been paid.”

Section 129. Section 15-16-603, MCA, is amended to read: ,

"15-16-603. Refund of taxes -- limitations on refunds. (1) Subject to the provisions in subsections
(2) and {3}, a board of county commissioners shall order a refund:

(a) on a tax, penalty, interest, or cost paid mare than ance or erroneously or illegally collected if
an appeal pursuant to 15-1-402 was not available;

{b) on a tax paid for which a refund is allowed under 15-16-612 e—1b6—16-6143;

(c) on a tax, penalty, or interest collected as a result of an error in the description or location of
real property or improvements or for duplicate taxes paid as determined by the department efrevergs;

(d) on net or gross proceeds tax, centrally assessed property tax, or local government severance
tax, penalty, ar interest when the department efrevenue notifies the board of county commissioners of an
assessment revision completed pursuant to 15-8-601; or

(e} upan entry of a decision either by the district court or by the state tax appeal board under
15-2-3086 that has not been appealed to a higher court. ’

{2} The taxpayer shall prove that a refund is due under subsection (1){a) or {1){b).

{3} {a} A refund may not be granted under subsection {1}(a} or {1){b) unless the taxpayer or a
representative of the taxpayer files a written claim with the board of county commissioners within 10 years
after the date when the second half of the taxes would have become delinquent if the taxes had not been
paid.

{b} The refund reguired under subsection (1}{c}) must be made for 5 tax years ar for the duration
of the error, whichever period is shortar,

{c) A refund may not be made under subsection (1){c) unless the taxpayer allowed the department

ofrevenue access to the taxpayer's property for the purposes of appraising the property.”
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Section 130. Section 15-16-611, MCA, is amended to read:

"15-16-611. Reduction of property tax for property destroyed by natural disaster —proration-of
taxes-onreplaced-property. (1) The department shall, upon showing by a taxpayer that some or all of the
improvements, as defined in 15-1-101, on the taxpayer’'s real propertys ¢r that a trailer or mobile home-

o+thatpersonalproperty-taxed-underHte-1b—chapterBpartd; has been destroyed 1o sueh an extent that

the improvements or parsenalpreperty the trailer or mobile hame has been rendered unsuitable for its

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 or on persenal property under +6-18-+18-a+ 15-24-202 as provided in subsection {3} of
this section.

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

{a) muitiply 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.

{6} For the purposes of this section, "natural disaster” includes but is not limited to fire, flood,

earthquake, or wind. A fire is considered a natural disaster regardless of the origin of the fire. However,
if the taxpayer is convicted of arson for burning the property, property taxes may not he adjusted. If the

taxes had already been adjusted prior to the conviction, the original amount must be collected.”
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Section 131. Section 15-17-121, MCA, is amended to read:

"15-17-121. Definitions. Except as otherwise specifically provided, when terms mentionedin Title
15, chapters- 17 and 18, are used in connection with taxation, they are defined in the following manner:

(1) "Certificate” or "tax sale certificate” means the document described in 15-17-212.

(2) {a) "Cost" means the cost incurred by the county as a result of a taxpayer’s failure to pay taxes
when due. It inciudes but is not limited to any actual out-of-pocket expenses incurred by the county plus
the administrative cost of:

(i) preparing the list of delinguent taxes;

{ii) preparing the notice of pending tax sale;

(iii} conducting the tax sale;

(iv) assigning the county’s interest in a tax lien to a third party;

(v) identifying interested persons entitled to notice of the pending issuance of a tax deed;

(vi) notifying interested persons;

{vii} issuing the tax deed; and

{viii} any other administrative task associated with accounting for or collecting delinquent taxes.

(b) Cost does not include the costs incurred by the owner of a property tax lien other than the
caunty.

(3) "County" means any county government and includes those classified as consolidated
governments.

(4) "Property tax lien" means a lien acquired by the payment at a tax saie of all cutstanding
delinquent taxes, including penalties, interest, and costs.

(b} "Purchaser” means any person, other than the person to wham the property is assessed, who
pays at the tax sale the delinquent taxes, including penalties, interest, and costs, and receives a certificate
representing a lien on the property or who is otherwise listed as the purchaser. An assignee is a purchaser.

{6) "Tax", "taxes", or "property taxes" means ail ad valorem property taxes, property assessments,
fees related to property, and assessments for special improvement districts and rurai special improvement

districts.
{7} "Tax sale" means:,
ta} with respect to real property and improvements, the offering for sale by the county treasurer

of a property tax lien representing delinquent taxes, including penalties, interest, and costs—ard
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Section 132. Section 15-23-101, MCA, is amended to read:

"156-23-101. Properties centrally assessed. The department ef+revende shall centrally assess each
year:
(1) the franchise, roadway, roadbeds, rails, reiiag-stoek; and all other operating property, except

personal property not attached or affixed to land or improvements, of raiiroads andrairoad-carcompanies

operating in more than one county in the state or in more than one state;

{2) property owned by a corporation or other person operating a single and continuous property
operated in more than one county or in more than one state, including telegraph, telephone, microwave,
electric power or transmission lines; natural gas or oil pipelines; canals, ditches, flumes, or ke similar
properties and including, if congress passes legislation that allows the state to tax property owned by an
agency created by congress to transmit or distribute electrical energy, property constructed, owned, or
operated by a public agency created by the cangress to transmit or distribute electric energy produced at
privately owned generating facilities, {not including rural electric cooperativesy;

(3) aH real property and improvements of scheduled airlines;

(4} the net proceeds of mines ard-ef-eilanrd-gas—wels;

{8) the gross proceeds of coal mines; and

(6) property described in subsections (1) and {2) whieh that is subject to the provisions of Title 15,

chapter 24, part 12."

Section 133. Section 15-23-103, MCA, is amended to read:
"156-23-103. Due date of reports and returns -- extensions. (1) Except as provided in subsestion
subsections (2} and (3}, each report or return described in 15-23-301, 15-23-402, 156-23-502, 156-23-517,

or 15-23-701-e~36-23-64+ must be delivered 1o the department on or before March 31 each year.
{2} Each report or return for a natural gas or oil pipeline described in 15-23-301 must be delivered
to the department on or before April 15 each year.

{3} Each report described in 156-23-201, 36232327 15-23-b15, 15-23-616, or 15-23-518 must
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be delivered to the department before April 15 each year.
{4} The departmént may for good cause extend the time for filing a return or report for not more

than 30 days.”

Section 134. Section 15-23-104, MCA, is amended to read:

"15-23-104. Failure to file -- estimate by department -- penalty. {31 If any person fails to file a
report or return within the time established in 15-23-103 or by a later date approved by the department,
the department shall estimate the value of the property that should have been reported on the basis of the
best available information. In estimating the value of the net proceeds of mines, the department shall
proceed under 16-23-508, and in estimating the value of the gross proceeds of coal mines, tha department
shall proceed under 15-35;107. In estimating the vaiue of all other property subject to assessment under
parts 2 through 4 of this chapter, the department shall proceed under 15-1-303. In estimating value under
this section, the department may subpoena a person or the person’s agent as specified in 15-1-302. An
assessment pursuant to parts 5, 7, and 8 of this chapter based on estimated value or imputed value is
subject to review under 15-1-211. For each month or part of a month that a report is delinquent, the
department shall impose and collect a $25 penaity, with the total not to exceed $200, and shall deposit
the penalty to the credit of the general fund. The department shall assess a penalty of 1% of the tax due
for each month or part of a month that the report is delinguent. The department shall notify the county

treasurer of each affected county of the amount of the penalty, and the treasurer shall collect the penaity

in the same manner as the taxes to which the penalty applies.

Section 135. Section 15-23-105, MCA, is amended to read:

"15-23-105. Apportionment among counties. The department shall apportion the value of property
assessed under 15-23-101, 15-23-202, or 15-23-403;-etherthap-ralroad-sarcompany-property; amang
the counties in which sueh the property is located. Apportionment shkai m_us_t be on a mileage basis or on
the basis of the original installed cost of the centrally assessed property located in the respective counties.
it the property is of sueh a character that its value cannot reasonably be apportioned on the basis of

mileage or on the basis of the original installed cost of the centrally assessed property located in the
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respective counties, the department may adopt sueh-ether another method or basis of apportionment as

that may be just or proper.”

Section 136. Section 15-23-201, MCA, is amended to read:
"15-23-201. Assessment of railroads. The president, secretary, e managing agent, or sueh other

officer of a corporation as the department sf+everte may designate efanry-eerperatien and each person

or association of persons owning or operating any railroad in more than one county in this state or in more
than one state must shall on or before April 15 each year furnish the department a statement signed and
sworn to by one of sueh the officers or by the persan or one of the persons forming swek the association,
showing in detail for the year ending December 31 immediately preceding:

- {1} the whole number of miles of raitroad in the state and, whkere when the line is partly out of the

state, the whole number of miles withewt outside the state and the whole number within the state, owned

or operated by sueh the corporation, person, or association;
(2) the value of the roadway, roadbed, and rails of the whole railroad and the value of the same

within the state;

{3) the width of the right-of-way;

814} the whole number of sidetracks in each county, including the number of miles of track in

each railroad yard in the state;
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++4(5) a description of the road, giving the points of entrance into and the points of exit from each

county, with a statement of the number of miles in each county. When & description of the road has once
been given, no other annual description thereet is necessary unless the road has been changed. Whenever
the road or any portion of the road is advertised to be sold or is sold for taxes, ettherstate-erceunty; no
other description is necessary than that given by, and the same is conclusive upen, the person, corporation,
or association giving the description. Ne An assessment is not invalid on account of a misdescription of the
railroad or the right-of-way ferthe-same. If sueh the statement is not furnished as abeve provided in this
section, the assessment made by the department upon the property of the corporation, person, or
association failing to furnish the statement is conclusive and final.

+3+1{6] the gross earnings of the entire road;

+1347] the gross earnings of the road within the state and, if the railroad is let to other operators,
how much was derived by the lessor as rental;

+4){8} the cost of operating the entire road, exclusive of sinking fund, expenses of land
department, and money paid to the United States;

+184(9) net income for sueh the year and the amount of dividend declared;

+4-84{10) capital stock authorized;

H-A{(11]) capital stock paid in;

H83(12) funded debt;

£84(13) number of shares authorized;

+264{14) number of shares of stock issued;

rairoad-car-companies: and

+22}{156) any other facts that the department may require.”

Section 137. Section 15-23-202, MCA, is amended to read:
"15-23-202. Assessment —how—made. {14 The department sust shall assess the franchise,

roadway, roadbed, raiis, relling-steek; and all other operating properties, except personal property not
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attached ar affixed to land or improvements, of all railroads operated in more than ane county or in more

than one state.

samre- Assessment must be made to the person owning or leasing or using the same property and must be
made upon the entire railroad within the state. The depots, stations, shops, and buildings erected upon the

space covered by the right-of-way and all other property owned or {eased by saeh the person, except as

abeve otherwise provided, shall must be assessed by the department.

Section 138, Section 15-23-301, MCA, is amended to read:
"15-23-301. Officers of certain public utility companies to furnish statement to department. The

president, secretary, ¢ managing agent, or sueh other officer of a corporation as the department ef

revenue may designate ef-any-cerperatien and each person or association of persons owning or operating
a telegraph, telephone, microwave, electric power, or transmission line, natural gas pipeline, oil pipeline,
canal, ditch, flume, or other property, other than real estate not included in right-of-way or_personal

property not affixed or attached to [and or improvements, ard-whieh that constitute a single and continuous

praperty throughout mare than one county or state, suast shall each year furnish the department a
statement, signed and sworn to by one of sueh the officers or by the person or one of the persons forming
such the association, showing in detail for the year ending on December 31 immediately preceding as
follows:

{1} the whole number of miles of said property in the state and, whete when the property is partly
out outside of the state, the whole number of miles wthout outside of the state and the whole number of
miles within the state owned or operated by sueh the corporation, person, or association;

{2) the total value of the entire property and plant, both within and witheut outside of the state,

and the total value of that portion of the same property and plant within the state;

{3) a complete description of the property within the state, giving the points of entrance into and
the points of exit from the state and the points of entrance into and the points of exit from each county,
with a statement of the total number of miles in each county in the state;

{4) sweb other information regarding sueh the property as may be required by the department.”
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Section 139. Section 15-23-501, MCA, is amended to read:

"15-23-501. Taxation of mines. All mines and mining claims, both placer and rock in place,
containing or bearing gold, silver, copper, lead, coal, or other valuable mineral deposits, after purchase
thereof from the United States, shall-be are taxed as all other land is taxed. All maehireryused-inmining
end-al-property-and surface improvements upon or appurtenant to mines and mining claims whieh that have
a value separate and independent of saek the mines or mining claims and the annual net proceeds of all

mines and mining claims shall-be are taxed as etherpersornal-property provided in 15-8-111."

Section 140. Section 15-23-505, MCA, is amended to read:

"15-23-505. Assessment of royalties. Upon receipt of the list or schedule setting forth the names
and addresses of any-and all persons owning or ctaiming royalty and the amount paid or yielded as royalty
to the royalty owners or claimants during the year for which the return is made, the department efrevesus
shall proeced-te assess and tax the royalties on the same basis as net proceeds of mines are taxed as

provided by-4+6-6-434+in 15-8-111."

Section 141, Section 15-23-703, MCA, is amended to read:

"15-23-703. Taxation of gross proceeds

to-seheeals. (1) The department shall compute from the reported gross proceeds from coal a tax roil that
must be transmitted to the county treasurer on or before September 15 each year. The department may
not levy or assess any mills against the reported gross proceeds of coal but shall levy a tax of 5% against
the value of the reported gross proceeds as provided in 15-23-701(11(d}. The county treasurer shall proceed
to give full natice to each coal producer of the taxes due and te shall collect the taxes as provided in

15-16-101.

+83(2] Except as provided in subsection {8} {5), the county treasurer shall calculate and distribute

to the state, county, and eligible school districts in the county the amaount of the coal gross proceeds tax,
determined by multiplying the unit value calculated in 15-23-705 times the tons of coal extracted, treated,
and sold on which the coal gross proceeds tax was owed during the preceding calendar year.

+443]) Except as provided in subsections {6} (4), {8} (6], and {8} {7}, the county treasurer shall
[ Legistative

AN £
yServices - 82 -
“\‘gjvmon



556th Legislature LCO043.01

[ TR <+ TR+ - SN « ) BN 4 | B -

1

13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

credit the amount determined under subsection {3} {2} and the amounts received under 15-23-706:

{a) to the state and to the counties that levied mills in fiscal year 1920 against 1988 production
in the relative proportions required by the levies for state—and county purposes in the same manner as
property taxes were in the taxing jurisdiction are distributed in the current fiscal year 1890-inthe taxing
risdictior; and

{b) to schoal districts in the county that either levied mills in school fiscal year 1990 against 1988

praduction or used nontax revenue, such as Public Law B1-874 money, in lieu of levying mills against
production, in the same manner that preperty—taxes—eollested-er property taxes that—would-have-been
collested-would-have-been in the school district are distributed in the 3880 current schoaol fiscal year in-the

844) (a) If the total tax liability in a taxing jurisdiction exceeds the amount determined in
subsection 3} (2}, the county treasurer shall, immediately following the distribution fram taxes paid on May
31 of each vear, send the excess revenue, excluding any protested coal gross proceeds tax revenue, to the
department for redistribution as provided in 15-23-706.

(b} if the total tax liability in a taxing jurisdiction is less than the amount determined in subsection
3+ (2}, the taxing jurisdiction is entitled to a redistribution as provided by 15-23-7086.

15} The board of county commissioners of a county may direct the county treasurer to reallocate
the distribution of coal gross proceeds taxes that would have gone to a taxing unit, as provided in
subsection ++a+ [3)(a), to another taxing unit or taxing units, other than an elementary school or high
schood, within the county under the following conditions:

{a) The county treasurer shall first allocate the coal gross proceeds taxes to the taxing units within
the county in the same proportion that all other property tax proceeds were are distributed in the county
in the current fiscal year 4880,

(b} If the allocation in subsection {8Ha} (5](a) exceeds the total budget for a taxing unit, the
commissioners may direct the county treasurer to allocate the excess to any taxing unit within the county.

H(6] The board of trustees of an elementary or high school district may reailocate the coal gross
proceeds taxes distributed to the district by the county treasurer under the following conditions:

(a) The district shall first allocate the coal gross proceeds taxes to the budgeted funds of the
district in the same proportion that all other property tax proceeds wefe are distributed in the districtin the

current fiscal year 38808,
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{b) If the allocation under subsection &Ha} (6){a) exceeds the tatal budget for a fund, the trustees
may allocate the excess to any budgeted fund of the school district.

{8}{7) The county treasurer shall credit all taxes collected under this part from coal mines that
began production after December 31, 1988, in the relative proportions required by the levies for states

county- and school district purposes in the same manner as property taxes were distributed in the previeus

current fiscal year.

' "
WeM_SMM g 7 g 7 T g

Saction 142. Section 15-23-706, MCA, is amended to read:

"15-23-706. Department to determine redistribution of coal gross proceeds to taxing jurisdictions.
(1) The coal gross proceeds redistribution account established in 15-23-707 is statutorily appropriated, as
pravided in 17-7-502, for allocation to the caunty for redistribution as provided in subsections {2) and (3).

(2) Each year the department shail determine the amount of tax collected under this part from
within each taxing unit in the county. If the amount collected by each county is less than the amount
determined under 15-23-703&4(3) for that county, the department shall, on or before June 30 of each year,
send the amount of the difference from the state special revenue account established in 15-23-707 to the
county treasurer for redistribution as provided in 15-23-703{6}(4).

(3} if the amount received by the department for redistribution is less than or more than the
redistribution amount datermined in subsection (2}, the departm.ent shall calculate and redistribute the
shortage or excess amount in the following manner:

(a) If a county does not receive the entire amount to which it is entitled under subsection {2), the
shortage amounts of each taxing unit must be divided by the total shortage amounts of all taxing units
determined under 15-23-703:43(3) to obtain a shortage percentage for each taxing unit. The shortage
percentage for each taxing unit must be muiltiplied by the amount that is available for redistribution to each
taxing unit, and this amount must be redistributed to each respective taxing unit.

(b} [f there are excess amounts after the redistribution provided for in subsection {2), the excess
amounts must be redistributed to the county of origin in proportion to the amaunt each taxing unit in the

county contributed for redistribution.

(4) The county treasurer shall distribute the money received under subsection (3)(b} as provided
in 15-23-70346}{4)."
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Section 143. Section 15-23-707, MCA, is amended to read:

"15-23-707. Cocal gross proceeds redistribution account. (1) There is within the state special
revenue fund a ccal gross proceeds redistribution account.

{2) All money received from county treasurers as provided in 15-23-703{6Mat{5){a) must be
deposited by the department into the coal gross proceeds redistribution account for redistribution as

provided in 15-23-706."

Section 144. Section 15-24-101, MCA, is amended to read:
"15-24-101. Assessment of proportionally registered interstate motor vehicle fleets -- cost stated

in application for registration -- tax payment required for registration. {1} As used in this part, "department”

means _the department of transportation.

+H{2) The department ef+ravenua shall assess, for the purpose of perseralprepesty motor vehicle
taxes, the taxable vehicles in interstate motor vehicle fleets proportionally registered under the provisions
of 61-3-711 through 61-3-733, and the assessment must be apportioned on the ratio of total miles traveled
to in-state miles traveled as prescribed by 61-3-721. Interstate motor vehicle fleets are assessable for
taxation purposes upon application for proportional registration and are assessed to the persons who own
or claim the fleet or in whose possession or control the fleet is at the time of the application.

{3} The original cost of each taxable vehicle must be included on the application for proportional

reqistration under the provisions of 61-3-711 through 61-3-733. The department shall determine the original

cost when the owner does not have this information on new or used vehicles or in the case of rebuilt

vehicles.

23{4) With respect to any fleet contained in an original application that has a situs for the purpose
of preperty taxation in Montana by the terms of this part or any other provision of the laws of Montana,
the taxes on taxable vehicles are apportioned as provided in 15-24-303.

£2+(5] With respect to any fleet contained in a renewal application, the taxable vehicles are
assessed and taxed for a full year.

{4}{6) Automobiles and trucks having a rated capacity of 1 ton or less that are part of an interstate

motor vehicle fleet are subject to preperty the mator vehicle tax. If the fleet is proportionally registered, the

tax is apportioned in the same fashion as the registration fee under 61-3-721.
{8}H7) Vehicles contained in a fleet for which current taxes or fees, or both, have been assessed
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and paid may not be assessed or charged fees under this section upon presentation to the department ot
proof of payment of taxes, fees, or both for the current registration year. The payment of perserat-property
motor vehicle taxes, fees, or both is a condition precedent to proportional registration or reregistration of

an interstate motor vehicle fleet."

Section 145. Section 15-24-102, MCA, is amended to read:

"15-24-102. Valuation of interstate fleets -- determination of aggregate tax due —exemptionfrom
milHevies. The department ef-revenus shall assess the taxable vehicles of any interstate motor vehicle fleet
making application for proportional registration, as follows: ‘

(1} The purchase price of the taxable vehicles depreciated by a schedule as prescribed by the
department determines the depreciated value.

(2) The depreciated value multiplied by the percent of miles traveled in Montana, as prescribed by
61-3-721, is the market value.

(3) The sum of the market value of all taxable vehicies included in the fleet multiplied by the-tax
rate-for-class-eight-propecty—n—16-8-138 2% is the taxable—value tax due for the entire fleet as provided
in 36-6-338 61-3-504(1).

83{4) All taxes and fees collected on motor vehicle fleets under this chapter must be deposited

and distributed as provided in 15-24-105."

Section 146, Section 15-24-104, MCA, is amended to read:

"15-24-104. Situs in state of proportionally registered fleets -- collection of taxes and fees. (1)
For the purposes of this part, any vehicle previously registered or that has had application for registration
made under the provisions of 61-3-711 through 61-3-733 has a situs in the state for the purposes of

taxation.

(2) The department er-its-desigrated-agent shall collect the persenalprepecty motor vehicle taxes
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or license fees, or both, prescribed in this part.”

Section 147. Section 15-24-105, MCA, is amended to read:

"15-24-105. Deposit and distribution of taxes and fees on proportionally registered fleets. The
persenral-preperty motor vehicle taxes and license fees collected under this part shalt must be deposited
with the state treasurer for distribution to the general fund of each county on the foilowing basis:

(1) for persoralpreperty motor vehicle taxes, according to the ratio of the taxable valuation of
each county to the total state taxabie valuation; and

(2} for vehicle license fees, according to the ratio of vehicle license fees, other than fees derived

from interstate motor vehicle fleets, collected in each county to the sum of all saeh the vehicle license fees

collected in all the counties.”

Section 148, Section 15-24-2056, MCA, is amended to read:
"15-24-205. Sections limited to taxable trailers. The provisions of this part shak apply only to
those mobile homes and housetrailers, as defined in this part, subject to assessment and taxation under

chapter 8, part 2—end—+b—24-304+."

Section 149. Section 15-24-301, MCA, is amended to read:

"15-24-301. PRersonal-praperty Motor vehicles brought into the state -- assessment—exoeeptions

— custom combine equipment. (1) Except as provided in subsections (2) threugh-{b} and (3), preperty-H
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{4} Any amotor vehicle not subject to a fee in lieu of tax brought—deiver—ereeming into this state

by asy a nonresident person tempararily employed in Montana and used exclusively for transportation of
sueh the 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 fiability of the motor vehicle must be paid for each quarter or
portion of a quarter of the year that the motor vehicle is located in Maontana.

{c} The quarterly taxes are due the first day of the quarter.

(2) A vehicle that is used exclusively for filming motion pictures or television commercials and that

remains in the state for a period exceeding 180 days in a calendar year is taxed as provided in 61-3-520.

643} Agricultural harvesting machinery ehassified—under—elass—eight; flicensed in etherstates

another state; and operated on the lards land of sersens a person other than the owner of the machinery

under eentraets a contract for hire shalb-be is subject to a fee in lieu of taxation of $35 per machine for the

calendar year in which the fee is collected. Fhe-rrachines-shattbe-subjeetto-tanationunderclass-eightenly

Section 150. Section 15-24-304, MCA, is amended to read:
"15-24-304. Prorated fee in lieu of tax -- aircraft. {1} A person who acquires an aircraft required

to be registered under subsestions—2through-{6}of 67-3-201(2) through (6} after March 1 in any vyear

shail register the aircraft within 30 days of acquiring it.

{2) The fee in lieu of tax mustbe-prorated for aircraft registered for a period less than 1 vear inthe

303 must be prorated according to the ratio

that the remaining number of months in the vear bears to the total number of months in the vear.

{3) A person failing to register an aircraft within 30 days following acquisition of the aircraft or
bringing the aircraft into the state for commercial purposes is subject to the penalty provided in 67-3-202.

{4} A person owning a migratory aircraft shall register as prescribed in 67-3-201(5) and pay the

fee in lieu of tax.”
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Section 151. Section 15-24-902, MCA, is amended to read:

"15-24-302. Assessment of livestock —eleotionfor-assessment-on-average inventory basis for
per capita levy. {1 Except-as-provided-ir-subseetien{2}—the The department efrevenue shall assess all

nonexempt livestock for the purposes of the per capita levy imposed under 15-24-921 in each county

where they are located on February 1 of each year. The livestock must be assessed to the person by whom

they were owned or claimed or in whose possession ar control they were at midnight of February 1 in that

year.

Section 152. Section 15-24-903, MCA, is amended to read:

"15-24-903. Duty of owner to assist in assessment. (1} {3} &xceptasprovided—in-subsection
+Hbi—the The owner of livestock, as defined in 362486+ 15-24-921, or the owner’'s agent shal! at the
tme of assessment make and deliver to the department ef+everus for the county or counties where the
owner’s livestock were located on February 1 a written statement, under oath, listing the owner’s different

kinds of livestock within the county or counties, together with a listing of their marks and brands.

(2) Asusedinthissection, "agent" means any person, persons, company, of corporation, including

a feedlot operator or owner of grazing fand, who has charge of livestock on the assessment date.”

Section 153. Section 15-24-904, MCA, is amended to read:
"15-24-904. Penalty for violation of law. If any person, persons, company, or corporation who

is the owner or is in charge of any livestock within this state fails to make the statement or statements as
[ Legislative
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provided in 15-24-903, the department may, after 10 days’ notice to the person who failed to file the

report, increase the assessment per capita levy, as provided in 15-24-921, by 10% as a penalty.”

Section 154. Section 15-24-922, MCA, is amended to read:

"15-24-922. Board of livestock to prescribe per capita levy -- refunds —per-eapitatevy-oen-average
inventory. (1) The board of livestock shall annually prescribe the amount of the per capita levy to be made
against livestock of all classes for the purpose indicated in 15-24-821.

(2) The per capita tax levy must be calculated each year to provide not more than 110% of the
average annual revenue that was generated in the 3 previous years. The calculation must apply a
reascnable factor for nonpayment and late payment of taxes and for reimbursement to the counties
pursuant to 15-24-925 for collection of the Jevy.

(3} {a) A livestock owner taxedundertb—24-820 who moves livestock between states is entitled

to a refund of the per capita levy collected under 15-24-921 based on the number of months the livestock
have taxable situs in the-state Montana. The amount of the refund is equal to the ratio of the number of
meonths that the livestock do not have taxable situs in the state to the number of months in the tax year,
multiplied by the original per capita levy due. A taxpayer shall apply to the beard of livestock on a'form
prescribed by the board for a refund allowed under this subsection by January 31 fallowing the taxable

year. The application must include a statement showing the date when the livestock were moved out of

the state.

(b) Exseptas-provided-insubseection{3Hel—for For the purposes of 15-24-921 and this section,

the per capita levy may not be prorated.

Section 155. Section 15-24-1101, MCA, is amended to read:
"15-24-1101. Federal property held under contract by private person subject to taxation. Real

andfer—persenal (1) Except as provided in subsection {2), real property of the United States or any

department or agency thereof of the United States held under contract of sale, lease, or other interest or

estate thefein in_the property by any person for his the exclusive use by the person shal-be is subject to
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assessment for ad valorem property taxation as provided in this part:. prowided-thatthis
(2) This part shall does not apply to real property held and in immediate use and occupation by

this state or any county, municipal corporation, or political subdivision therein of the state.”

Section 156. 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 ather agreement whereby under which, upon payment, the fegal title is or may be
acquired by the person, the real propertyvshak must be assessed and taxed as defired provided in Title 15,
chapter 6, part 1, and 15-8-111 withcut deduction on account of the whoie 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 157. 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, ar estate therein in_the property that is less than the fee, except under cont(act of sale, the
property must be assessed and taxed for the value, as defired provided in Title 15, chapter 6, part 1, and
15-8-111, of the leasehold, interest, or estate in the property. The lien for the tax must attach to and be
enforced against only the leasehold, interest, or estate in the property. Whenever the interest in the
property is acquired through foreclosure, the lessor is liable for property taxes. When the United States
authorizes the taxation of the property for the full assessed value of the fee, the praperty must be assessead

tor full assessed value as defirved provided in 15-8-111."

Section 158. Section 15-24-1203, MCA, is amended to read:

"15-24-1203. Privilege tax on industrial, trade, or other business use of tax-exempt property --
exceptions. There is imposed and must be collected a tax upon the possession or other beneficial use for
industrial, trade, or other business purposes enjoyed by any private individual, association, or corporation
of any real property—+real-erpersonal; that for any reason is exempt from taxation. The tax may not be
imposed upon the passession or other beneficial use of buildings owned by public entities and located upon
public airports. However, privately owned buildings located on public airport property are subject to tax,

The tax may not be imposed upon the possession or other beneficial use of public lands occupied under
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the terms of mineral, timber, or grazing leases or permits issued by the United States or the state of
Montana cor upon any gasement unless the lease, permit, or easement entitles the lessee or permittee to
exclusive possession of the premises to which the lease, permit, or easement relates. The tax is imposed
upon the possession or other beneficial use of an electric transmission line and associated facilities, except
that lines and facilities of a design capacity of less than 500 kilovolts are not subject to the tax. The tax
may not be imposed upon the possession or other beneficial use of railroad right-of-way or track owned
by the United States or acquired by the state pursuant to Title 80, chapter 11, part 1, as long as the state
or the United States retains ownership and the right-of-way or track is used exclusively for rail
transportation. The tax may not be imposed on the beneficial use by a person of real property held by a port
authority, created under Title 7, chapter 14, part 11, or by a port authority owned by the United States or
an agency of the United States, unless the port authority provides for the exclusive use of the property by

the person.”

Section 159. Section 15-24-1703, MCA, is amended to read:
"15-24-1703. Application of suspension or cancellation. The suspension or cancellation of
delinquent property taxes pursuant to this part:

{1} applies to all mills levied in the county or otherwise required under state law—+heludingtavias

{2) does nat apply to assessments made against property for the payment of bonds issued

pursuant to Title 7, chapter 12."

Section 160. Section 15-24-1802, MCA, is amended to read;

“15-24-1802. Business incubator tax exemption -- procedure. {1} A business incubator owned or
leased and operated by a local economic development organization is eligible for an exemption from
property taxes as provided in this section.

(2) In order to qualify for the tax exemption described in this section, the governing body of the
county, consolidated government, incorporated city or town, or school district in which the property is
located shall approve the tax exemption by resolution, after due notice, as defined in 76-15-103, and
hearing. The governing body may approve or disapprove the tax exemption provided for in subsection (1),

If a tax exemption is approved, the governing body shail do so by a separate resoiution for each business

[ Legistative
~, Services -92 -
= Division



55th Legislature LCO043.01

incubator in its respective jurisdiction. The governing body may not grant approval for the business
incubator untii all of the applicant’s taxes have been paid in full or, it the property is leased to a business
incubator, until all of the owner’s property taxes on that property have been paid in full. Taxes paid under
pratest do not preciude approval. Prior 1o holding the hearing, the gaverning body shall determine that the
local economic development organization:

(a) is a private, nonprofit corporation, as provided in Title 35, chapter 2, and is exempt from
taxation under section 501(c}{3) or 501(c){6) of the Internal Revenue Code;

{b} is engaged in economic development and business assistance waork in the area; and

{c) owns or leases and operates or will operate the business incubator.

{3) Upon receipt of approval of the governing body of the affected taxing jurisdiction, the
department shall make the assessment change for the tax exemption provided for in this section.

(4) The tax exemption described in subsection (1} applies only to the number of mills levied and
assessed by the governing body approving the exemption over which the governing body has sole
discretion. If the governing body of a county, consolidated government, or incorporated city or town
approves the exemption, the exemption applies to levies and assessments required under Fite-1b—ehapter

3026-8-331or20-8-333-orotherwiso-required-under state law.”

Section 161. Section 15-24-1902, MCA, is amended to read:

"15-24-1902. Industrial park tax exemption -- procedure -- termination. (1} An industrial park
owned and operated by a loca! economic development organization or a port authority is eligible for an
exemption from property taxes as provided in this section.

{2} In order to qualify for the tax exemption described in this section, the governing body of the
county, consolidated government, incorgorated city or town, or school district in which the property is
located shall approve the tax exemption by resolution, after due notice, as defined in 76-15-103, and
hearing. The governing body may approve or disapprove the tax exemption provided for in subsection (1).
If a tax exemption is approved, the governing body shall do so by a separate resolution for each industrial
park in its respective jurisdiction. The governing body may not grant approval for the industrial park until
all of the applicant’s taxes have been paid in full. Taxes paid under protest do not preclude approval. Prior
to holding the hearing, the governing body shall determine that:

(@) the local economic development organization:
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(i} is a private, nonprofit corporation as provided in Title 35, chapter 2, and is exempt from taxation
under section 501(c}(3) or 501(c)(6) of the Internal Revenue Code;

(i} is engaged in economic development and business assistance work in the area; and

{iii) owns and operates or will own and operate the industrial development park; or

{b} the port authority legally exists under the provisions of 7-14-1101 or 7-14-1102.

(3) Upon receipt of approval of the governing body of the affected taxing jurisdiction, the
department shall make the assessment change for the tax exemption provided for in this section,

{4) The tax exemption described in subsection {1} applies only to the number of milis levied and
assessed by the governing body approving the exemption over which the governing body has sole
discretion. If the governing hody of a county, consoclidated government, or incorporated city or town
approves the exemption, the exemption applies to levies or assessments required under Fitte—1b-chapter
10-20-9-331-020-0-333-orptherwiserequited—under state law.

{8) If alocal economic development organization sells, leases, or otherwise disposes of the exempt
property to a purchaser or lessee that is not a local economic devetopment arganization or a unit of federal,
state, or local government, the tax exemption provided in this section terminates. The termination of the
exemption applies on January 1 of the taxable year immediately following the sale, lease, or other
disposition of the property. Upon termination of the exemption, the property must be assessed as provided

in 15-16-203."

Section 162. Section 15-24-2002, MCA, is amended to read:

"16-24-2002. Building and land tax exemption -- procedure -- termination. (1) A building and land
owned by a local economic development organization that the local economic development organization
intends to sell or lease to a profit-oriented, employment-stimulating business are eligible for an exemption
from property taxes as provided in this section.

{2) In order to gualify for the tax exemption described in this section, the governing body of the
affected county, consolidated government, incorporated city or town, or school district in which the
building and land are iocated shall approve the tax exemption by resolution, after due notice, as defined
in 76-15-103, and hearing. The governing body may approve or disapprove the tax exemption provided for
in subsection (1). The governing body shall approve a tax exemption by a separate resolution. The

governing body may not grant approval for the building and land until all of the applicant’s taxes have been
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paid in full. Taxes paid under protest do not preclude approval. Prior to holding the hearing, the governing
body shall determine that the local economic development organization:

{a) is a private, nonprofit corporation, as provided in Title 35, chapter 2, and is exempt from
taxation under section 501(c)(3) or 501(c}{B) of the Internal Revenue Code;

{b)} is engaged in economic development and business assistance work in the area; and

{c] owns or will own the building and land.

{3) Upon receipt of approval of the governing body of the atfected taxing jurisdiction, the
department shail make the assessment change for the tax exemption provided for in this sectian.

‘(4) The tax exemption described in subsection (1) applies only to the number of mills levied and
assessed by the governing body approving the exemption over which the governing body has sole
discretion. If the governing body of a county, consolidated government, or incorporated city or town
approves the exemption, the exemption applies to levies or assessments required under Fitle-1b6—ehapter
10-20-8-331-e20-8-333-and-otherleviesrequiredunder state law.

{5} When a local economic development organization seils, leases, or otherwise disposes of the
exempt property to a purchaser or lessee that is not a local economic development organization or a unit
of federal, state, or local government, the tax exemption provided in this section terminates. The
termination of the exemption applies January 1 of the taxable year immediately following the sale, lease,
or other disposition of the property. Upon termination of the exemption, the property must be assessed as

provided in 15-16-203."

Section 163. Section 15-36-323, MCA, is amended to read:

"15-36-323. Calculation of unit value. For the purposes of distribution of oil and natural gas
production taxes to county and school taxing units for production from pre-1985 wells, the department
shall determine the unit value of oil and natural gas for each taxing unit as follows:

(1) Subject to the conditions of subsection (3}, the unit value for oil for each taxing unit is the
guotient obtained by dividing the net proceeds taxes calculated on oil produced and sold in that taxing unit
in calendar year 1988 by the number of barrels of oil produced in that taxing unit during 1988, excluding
post-1985 wells,

{2) Subject to the conditions of subsection {3}, the unit value for natural gas is the quotient

obtained by dividing the net proceeds taxes calculated on natural gas produced and sold in that taxing unit
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in calendar year 1988 by the number of cubic feet of natural gas produced in that taxing unit during 1988,
excluding post-1985 wells.

{3) The amount of net proceeds taxes calculated under subsections (1) and (2) may not include
the amount of taxes that are attributable to a financial emergency, as described in 15-10-412{10), as that

section read on December 31, 1997, for which additional mills were levied in fiscal year 1990."

Section 164. Section 15-36-324, MCA, is amended to read:

"15-36-324. Distribution of taxes. (1} For each calendar quarter, the department of revenue shail
determine the amount of tax, late payment interest, and penalty collected under this part. For purposes of
distribution of the taxes to county and school taxing units, the department shall determine the amount of
oil and natural gas production taxes paid on production from pre-1985 wells, post-1985 wells, and
horizontaily drilled wells located in the taxing unit.

(2) Except as provided in subsections (3} and (4}, oil production taxes must be distributed as
follows:

(a} The amount equal 1o 41.6% of the ail production taxes, including late payment interest and
penalty, collected under this part must be distributed as provided in subsection (7).

(b) The remaining 58.4% of the oil production taxes, plus accumulated interest earned on the
amount aliocated under this subsection (2){b), must be deposited in the agency fund in the state treasury
and transferred to the county and schoal taxing units for distribution as provided in subsection (8}.

{3) The amount equal to 100% of the oil production taxes, including late payment interest and
penalty, collected from working interest owners on production from post-1885 wells occurring during the
first 12 months of production must be distributed as provided in subsection (7).

{(4) The amount equal to 100% of the oil production taxes, including late payment interest and
penalty, collected under this part on production from horizontally drilled wells and on the incremental
production from horizontally recompleted wells occurring during the first 18 months of production must be
distributed as provided in subsection (7).

{8) Except as provided in subsection (8), natural gas production taxes must be allocated as follows:

{a) The amount equal to 14.6% of the natural gas production taxes, including late payment interest
and penaity, collected under this part must be distributed as provided in subsection (7).

{b) The remaining 85.4% of the natural gas production taxes, plus accumulated interest earned
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on the amount allocated under this subsection (5)(b), must be deposited in the agency fund in the state
treasury and transferred to the county and school taxing units for distribution as provided in subsection (8).

{6) The amount egual to 100% of the natural gas production taxes, including late payment interest
and penalty, collected from working interest owners under this part on production from post-1985 wells
occurring during the first 12 months of production must be distributed as provided in subsection (7).

{7} The department shall, in accordance with the provisions of 15-1-501(6), distribute the state
portion of oil and natural gas production taxes, inciuding late payment interest and penalty collected, as
foillows:

{a) 85% to the state general fund;

{b} 4.3% to the state special revenue fund for the purpose of paying expenses of the board as
provided in 82-11-135; and

{¢) 10.7% to be distributed as provided by 15-38-106(2).

(8) (a) For the purpose of distribution of the oil and natural gas production taxes from pre-1985
wells, the department shall each calendar quarter adjust the unit value determined under 15-36-323
according to the ratio that the oil and natural gas production taxes from pre-1985 wells collected during
the calendar quarter for which the distribution occurs plus penalties and interest on delinguent oil and
natural gas production taxes from pre-1985 wells bears to the total liability for the ¢il and natural gas
production taxes from pre-1985 wells for the quarter for which the distribution occurs. The amount of oil
and natural gas production taxes distributions must be calculated and distributed as follows:

{i} By the dates referred to in subsection (9}, the department sha_ll calculate and distribute to each
eligible county the amount of oil and natural gas production taxes from pre-1985 wells for the quarter,
determined by multiplying the unit value, as adjusted in this subsection (8){a), by the units of production
on which oii and natural gas production taxes from pre-1985 wells were owed for the calendar quarter for
which the distribution occurs.

{iil Any amount by which the total tax liability exceeds or is less than the total distributions
determined in subsection {B)(a} must be calculated and distributed in the following manner:

{A} The excess amount or shortage must be divided by the total distribution determined for that
period to obtain an excess or shortage percentage.

(B) The excess percentage must be multiplied by the distribution to each taxing unit, and this

amount must be added to the distribution to each respective taxing unit.
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{C) The shortage percentage miust be multiplied by the distribution to each taxing unit, and this
amount must be subtracted from the distribution to each respective taxing unit.

(b) Except as provided in subsection (8)(c), the county treasurer shall distribute the money
received under subsection (9) from pre-1985 wells to the taxing units that levied mills in fiscal year 1990
against calendar year 1988 production in the same manner that all other property tax proceeds wete |n the
taxing unit are distributed guring in the current fiscal year 1880-irthe-taxirg-urit, except that a distribution
may not be made to a municipal taxing unit,

(c) The board of county commissioners of a county may direct the county treasurer to realiocate
the distribution of oil and natural gas production tax money that would have gone to a taxing unit, as
provided in subsection (8){b), to another taxing unit or taxing units, other than an elementary school or high
school, within the county under the following conditions:

(i} The county treasurer shall first allocate the oil and natural gas production taxes to the taxing
units within the county in the same proportion that all other property tax proceeds were are distributed in
the county in the current fiscal year 3888.

(i} If the allocation in subsection (B)(c)(i) exceeds the total budget for a taxing unit, the
commissioners may direct the county treasurer to allocate the excess to any taxing unit within the county.

(d) The board of trustees of an elementary or high school district may reallocate the oil and natural
gas production taxes distributed to the district by the county treasurer under the following conditions:

{i} The district shall first allocate the oil and natural gas production taxes to the budgeted funds
of the district in the same proportion that all other property tax proceeds were are distributed in the district
in the current fiscal year +880.

(if) If the allocation under subsection (8)(d)(i) exceeds the totai budget for a fund, the trustees may
allocate the excess to any budgeted fund of the school district.

{e) Forall production from post-1985 wells and horizontally drilled wells completed after December
31, 1993, the county treasurer shall distribute oil and natural gas production taxes received under
subsections (2)(b} and (5})(b) between county and school taxing units in the relative proportions required
by the levies for state: county; and school district purposes in the same manner as property taxes were are

distributed in the preeeding current fiscal year.

{f) The allocation to the county in subsection (8){e) must be distributed by the county treasurer in

the relative proportions required by the levies for county taxing units and in the same manner as property
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taxes were are distributed in the preeeding current fiscal year.

{9} The department shall remit the amounts to be distributed in subsection (8) to the county
treasurer by the following dates:

{a) On or before August 1 of each year, the department shall remit to the county treasurer oil and
natural gas production tax payments received for the calendar quarter ending March 31 of the current year.

{b) On or before November 1 of each year, the department shall remit to the county treasurer oil
and natural gas production tax payments received for the calendar quarter ending June 30 of the current
year.

{c} On or before February 1 of each year, the department shall remit to the county treasurer ¢il and
natural gas producticn tax payments received for the calendar quarter ending September 30 of the previous
year.

{d} On or before May 1 of each year, the department shall remit to the county treasurer cil and
natural gas production tax payments received for the calendar quarter ending December 31 of the previous

calendar year.
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Section 165. Section 156-36-325, MCA, is amended to read:

"15-36-325. Local government severance tax payments for calendar year 1995 production --
distribution of payments —netsubjest-to--108Hmitatiens. (1) The local government severance tax imposed
under 15-36-101, as that section read before January 1, 1996, for calendar year 1995 production is due
as follows:

{a} for oil and natural gas production occurring in the first calendar quarter of 1995, the tax is due
May 31, 1996;

(b) for oil and natural gas praduction occurring in the second calendar quarter of 1995, the tax is
due May 31, 1997,

{c) for il and naturat gas production occurring in the third calendar quarter of 1995, the tax is due
May 31, 1998; and

(d) for ail and naturai gas production occurring in the fourth calendar quarter of 1995, the tax is
due May 31, 1999.

(2) (a} If the taxpayer pays the entire local government severance tax liabitity for calendar year
1995 on or before June 30, 19986, the taxpayer must receive a 6% reduction in the total local government
severance tax liability.

{b) Any payment of local government severance taxes for calendar year 1995 made on or before
June 30, 1897, does not accrue interest. Any payment of local government severance taxes for calendar
year 1995 made after June 30, 1997, must accrue interest at the rate of 1% a month or fraction of a
month from July 1, 1997, to the date of payment. Any payment for the third quarter of 1995 received after
May 31, 1998, and any payment for the fourth quarter of 1995 received after May 31, 1999, is subject
to the late payment penaity provisions in 156-36-311.

(¢} In the case of the dissolution of the operator or a change in the oparator of any lease or unit,
any unpaid local government severance tax for calendar year 1995 becomes due on the date of dissoiution
or on the date of the change in operator. The operator is subject to the pravisions of subsection (2){a)

regarding the 6% tax liability reduction or the provisions of subsection (2){b) regarding interest and

penalties.
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(3) The department shall determine the amount of tax collected under subsections (1) and {2} from
within each taxing unit.

{4) For purposes of the distribution of local government severance taxes collected under this
section, the department shall use the unit value of oil and gas for each taxing unit as determined in
15-36-323.

(5) The local government severance tax must be deposited in the agency fund in the state treasury
and transferred to the county for distribution as provided in subsection (6).

{6) For the purpose of the distribution of the local government severance tax for calendar year
1995 production, the department shall adjust the unit value determined under this section according to the
ratio that the local government severance taxes collected during the quarters for which the distribution
occurs plus penalties and interest on delinquent local government severance taxes bears to the total liability
for local government severance taxes for the quarters for which the distribution occurs. The taxes must
be calculated and distributed as follows:

{a) By July 31 of each of the years 1996, 1997, 1998, and 1999, the department shall calculate
and distribute to each eligible county the amount of locat government severance tax for catendar year 1995
production, determined by multiplying the unit value, as adjusted in this subsection (6), by the units of
praduction on which the local government severance tax was owed during calendar year 1995 production.

{b) Any amount by which the total tax liability exceeds or is less than the total distributions
determined in subsection {6){a) must be calculated and distributed in the following manner:

{if The excess amount or shortage must be divided by the total distribution determined for that
period to obtain an excess or shortage percentage.

(i The excess percentage must be muitiplied by the distribution to each taxing unit, and this
amount must be added to the distribution to each respective taxing unit.

{iii) The shortage percentage must be muitiplied by the distribution 10 each taxing unit, and this
amount must be subtracted from the distribution to each respective taxing unit.

{7) ta) The county treasurer shall distribute the money received under subsection (6) between the

county and school district taxing units. The distribution between county and school district taxing units is

the ratio of the number of miils levied for fiscal year 1990 against 1988 production in each taxing unit for
the county and schools, melading excluding the county equalization levies that were in effect under

20-9-331 and 20-9-333 as those sections read on July 1, 1989, and the university 6-mill levy imposed
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under 20-25-423;. except-thata A distribution may not be made to a municipal taxing unit or the state
equalization aid fevy imposed under 20-9-360, as that section read on December 31, 1997. Bistributier

: 2 ation_tovi | . . I itied
souhty-treasurer The amounts distributed under subsections {7){b} and (7)(c) are for the exclusive use of

county and school district taxing units.

{b) The county treasurer shall deposit the money from subsection (7){a} allocated to county levies
to the oil and gas tax accelerated fund.

{¢c}] The trustees of a school district may allocate any payment received under subsection (7)(a) to
any budget fund of the district or to the miscellaneous programs fund established in 20-9-507. The trustees

shall direct the county treasurer to deposit the local government severance tax payments under this section

to the funds of the district in accordance with the allocations determined by the trustees.

Section 166. Section 15-53-701, MCA, is amended to read:

"15-83-101. Definitions -- rate of license tax on telephone companies. {1) As used in this section:

(a} "carrier access service” means the service that a local exchange company, as defined in
53-18-302, provides to an interexchange carrier for the origination or termination.of telecommunications;
and

{b) "telephone business" means the access and transport, for hire, of two-way communications
from point of access to point of termination, both of which are within Montana.

(2) Alicense tax of -89 6.1% is imposed upon the gross revenue in excess of $250 each quarter

received by a person in Montana from telephone business in Montana. As used in this section, "gross
revenue"” does not include:

{a) carrier access service revenue;

(b) revenue from the sale of telephone services to another telephone service provider who uses

the services to provide telephone service to the ultimate retail consumer who originates or terminates the
transmission;
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{c) revenue from the sale, lease, repair, installation, or maintenance of equipment or from the
provision of nontransmission-related services ar activities; or

(d} customer access line charges assessed under federal communications commission orders or
rules.

(3) A bill or statement may must itemize the tax imposed by subsection (2).

(4) The tax imposed by subsection (2) is due in quarterly installments for the quarters ending,

respectively, March 31, June 30, September 30, and December 31 in each year."

Section 167. Section 16-1-306, MCA, is amended to read:

"16-1-306. Revenue to be paid to state treasurer. Except as provided in 16-1-404, 16-1-405,
16-1-408, 16-1-410, ard 16-1-411, and 16-2-301, all fees, charges, taxes, and revenue collected by or
under authority of the department must, in accordance with the provisions of 15-1-601, be deposited to

the credit of the state general fund, except for sales tax and use tax revenue that must be deposited

according to [section 63]."

Section 168. Section 16-1-411, MCA, is amended to read:

“16-1-411. Tax on wine. (1) A tax of 27 cents per liter is imposed on table wine imported by a
table wine distributor or the department.

(2) {(a} The tax on table wine imported by a table wine distributor must be paid by the table wine
distributor by the 15th day aof the month following sale of the table wine from the table wine distributor’s
warehouse. Failure to file a table wine tax return or failure to pay the tax required by this section subjects
the table wine distributor to the penalties and interest provided for in 16-1-409.

(b) The tax on table wine imported by the department must be collected at the time of sale.

{3} The tax paid by a table wine distributor in accordance with subsection (2}(a) and the tax
collected by the department in accordance with subsection (2){b) must, in accordance with the provisions
of 15-1-501, be distributed as follows:

{a} 16 cents to the state general fund; and

{b} of the remaining 11 cents:

(i} 8 1/3 cents to the state special revenue fund to the credit of the department of public health

and human services for the treatment, rehabilitation, and prevention of alcoholism;
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(iiy 1 1/3 cents is statutorily appropriated, as provided in 17-7-502, to the department for allocation
to the counties, based an population, for the purpose established in 16-1-404; and

iy 1 1/3 cents is statutorily appropriated, as provided in 17-7-502, to the department for
allocation to the cities and towns, based on population, for the purpose established in 16-1-405,

(4) Fhe In addition to the sales tax and use tax imposed under [section 2], the tax computed and

paid in accordance with this section is the only tax imposed by the state or any of its subdivisions,
including cities and towns.

(5) For purposes of this section, "based on population” means:

{(a) for counties, the direct proportion that the population of each county bears to the total
population of all counties as shown in the latest official federal census as adjusted by the most recent
population estimates published by the U.S. bureau of the census as provided in 16-1-410(2); and

(b) for cities, the distribution described in 16-1-410."

Section 169. Section 16-2-301, MCA, is amended to read:
"16-2-301. Retail selling price on table wine -- tax on certain table wine.{1} (a) The retail selling
price at which table wine is sold at an agency liquor store is as determined by the agent.

(b} The retail selling price at which table wine is sold pursuant to subsection {1}{a} may not include

the sales tax or use tax imposed under [section 2]. The sales tax or use tax must be collected as provided

in [sections 1 through 62] and must be deposited as provided in [section 62].

{2) In addition to the tax on wine assessed under 16-1-411, there is a tax of 1 cent a liter on table
wine sold by a table wine distributor to an agent as described in subsection (1). This additional tax must
be paid to the department by the distributor in the same manner as the tax under 16-1-411 is paid. The
department shall deposit the tax paid under this section in the general fund.

(3) _The sales tax and use tax collected under [sections 1 through 62] are not considered to be

collected under this section.”

Section 170. Section 17-3-213, MCA, is amended to read:

"17-3-213. Allocation to general road fund and seuntywide school levies districts. (1) The All
forest reserve funds se apportioned to each county must be apportioned by the county treasurer in each
county as—felews:
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(a) to the general road fund, 66 2/3% of the total amount received;

{b)] to the fellewing-countywide-schaeHewias school districts in the county, 33 1/3% of the total

sum receiveds,

be distributed as pravided in subsection (2).

(2) (a} The apportionment of money te—the—furds provided for under subsection {1){b) must be

made by the county superintendent based on the proportion that the miHevy-efeash-fund BASE budget
of each school district bears to the tota! rumbereof-mills BASE budget for all Hhe—furds school districts in

the county. The amount apportioned to_each school district must be used:
(i) for_the over-BASE budget, it any, as provided in 20-9-141; and

(i} any remaining amount for a general fund budget amount in excess of the maximum general fund
budget, if any, as provided in 20-9-353,

{b} Whenever the total amount of money available for apportionment to a school district under this

section is greater than the tetal requirements of a-lewy the school district, the excess money and any

interest income must be retained in a separate reserve fund, to be reapportioned in the ensuing school fiscal

year te-thalewvies-desighated-in-subsection+tHb} as provided in subsection (2)(a).

(3) In counties in which special road districts have been created according to law, the board of

county commissioners shall distribute a proportionate share of the 66 2/3% of the total amount received
for the general road fund to the special road districts within the county based upon the percentage that the

total area of the road district bears to the total area of the entire county.”

Section 171. Sectioln 17-3-222, MCA, is amended to read:

"17-3-222. Apportionment of mereys money to counties, it shal-be-the—euty-ef the The state
treasurer te-properly shail apportion and allocate these-meneys the money received under 17-3-221 to the
county treasurers;, who-will-aleeateand-pay-al-sueh-meonreys The county treasurer of each county shall

allocate the money as follows:

{1) 50% to the county general fund; and
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{2) 50% to the eemmen-seheelfund schoo! districts of the caunty. The allocation to each school

district must be made in the same manner as provided in 17-3-213{2}."

Section 172. Section 17-7-301, MCA, is amended to read:

"17-7-301. Autharization to expend during first year of biennium from appropriation for second
year -- proposed supplemental appropriation defined -- limit on second-year expenditures. (1) A state
department, institution, or agency of the executive branch desiring authorization to make expenditures
during the first fiscal year of the biennium from appropriations for the second fiscal year of the biennium
shail submit a proposed supplemental appropriation to the gavernor through the budget director. The
proposal submitted to the gavernor must include a plan for reducing expenditures in the second year of the
biennium that allows the agency to contain expenditures within appropriations. If the gavernor finds that,
due to an unforeseen and unanticipated emergency, the amount actually appropriated for the first fiscal year
of the biennium with alt other income will be insufficient for the operation and maintenance of the
department, institution, or agency during the year for which the appropriation was made, the governor
shall, after careful study and examination of the request and upon review of the recommendation of the
budget director, submit the proposed supplemental appropriation to the legislative fiscal analyst.

{2) The plan for reducing expenditures required by subsection {1} is not required if.the proposed
supplemental appropriation is:

(a) due to an unforeseen and unanticipated emergency for fire suppression;

(b) requested by the superintendent of public instruction, in accordance with the provisions of
20-9-351, and is to complete the state's funding of guaranteed-tax-base-aid; transportation aid, retirement
aid, or equalization aid to elementary and secondary schools for the current biennium; or

{c) reguested by the attorney general and:

- (i} s to pay the c0sts associated with litigation in which the department of justice must is required
to provide representation to the state of Montana; or

(i) in accordance with the provisions of 7-32-2242, is to pay costs for which the department of
justice is responsible for confinement of an arrested person in a detention center.

{3) Upon receipt of the recommendation of the legislative finance committee pursuant to 17-7-311,
the governor may authorize an expenditure during the first fiscal year of the biennium to be made from the

appropriation for the second fiscal year of the biennium. Except as provided in subsection (2), the governor
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shall require the agency ta implement the plan for reducing expenditures in the second year of the biennium
that contains agency expenditures within appropriations. |

{4) The department, institution, or agency may expend the amount authorized by the governor only
for the purposes specified in the authorization.

{6) The governor shall report to the next legislature in a special section of the budget the amounts
expended as a result of all authorizations granted by the governor and shall request that any necessary
supplemental appropriation bills be passed.

{6} As used in this part, "proposed suppiemental appropriation” means an application for
authorization to make expenditures during the first fiscal year of the hiennium from appropriations for the
second fiscal year of the biennium.

(7) (a) Except as pravided in subsections (2} and {7}{b}, an agency may not make expenditures in
the second year of the biennium that, if carried on for the full year, wiil require a deficiency appropriation,
commonly referred to as a "supplemental appropriation”.

(b) An agency shall prepare and, to the extent feasible, implement a plan for reducing expenditures
in the second year of the biennium that contains agency expenditures within appropriations. The approving
authority is responsible for ensuring the implementation of the plan. If, in the second year of a biennium,
mandated expenditures that are required by state or federal law will cause an agency to exceed
appropriations or available funds, the agency shall reduce all nonmandated expenditures pursuant to the
plan in order to reduce to the greatest extent possible the expenditures in excess of appropriations or

funding. An agency may not transfer funds hetween fund types in order to implement a plan.”

Section 173. Section 17-7-502, MCA, is amended to read:

"17-7-502. Statutory appropriations -- definition -- requisites for validity. (1) A statutory
appropriation is an appropriation made by permanent law that authorizes spending by a state agency
without the need for a biennial legislative appropriaticn or budget amendment.

(2) Except as provided in subsection (4), to be effective, a statutory approptiation must comply
with both of the following provisions:

(a} The law containing the statutory authority must be listed in subsection (3).

{b) The law or portion of the law making a statutory appropriation must specifically state that a
statutory appropriation is made as provided in this section,
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{3) The following laws are the only laws containing statutory appropriations: 2-9-202; 2-17-105;
2-18-812:3-5-801;5-13-403;10-3-203; 10-3-310; 10-3-312; 10-3-314; 10-4-301; 4643435 15-23-7086;
15-30-195; 156-31-702; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; 16-1-410; 16-1-411;
16-11-308; 17-3-106; 17-3-212; 17-5-404; 17-5-424; 17-5-804; 17-6-101; 17-6-201; 17-7-304;
18-11-112;19-2-502; 19-8-709; 19-9-1007; 19-17-301; 19-18-612; 19-18-513; 19-18-606; 19-19-205;
19-19-305; 19-19-506; 20-8-107; 20-8-111; 269361 20-26-1503; 23-5-136; 23-5-306; 23-5-409;
23-5-610; 23-5-612; 23-5-6831; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-503;
39-71-907;39-71-2321,;39-71-2504,;44-12-206;44-13-102;50-4-623;50-5-232,50-40-206; 5 3-6-150;
53-6-703; 63-24-206; 60-2-220; 67-3-205; 75-1-1101; 75-5-1108; 75-6-214; 75-11-313; 76-12-123;
80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402; 90-3-301;
90-4-215; 90-6-33%; 90-7-220; 90-7-221; and 90-9-3086.

(4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of issuing,
paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and issued
pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the laws of
Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107, as
determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the
bands or notes have statutory appropriation authority for the payments. (In subsection {3): pursuant to sec.
7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for
supplemental benefit; and pursuant to sec. 7(2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates

July 1, 2001.)"

Section 174. Section 19-18-503, MCA, is amended to read:

"19-18-503. 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 level equal to 4% Q.23% of the
taxable valuation of all taxable property within the limits of the city or town.

(2) Whenever the fund contains less than 4% 0.23% of the taxable valuation of ail 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 13-18-504. The special tax must be collected
as other taxes are collected and, when so collected, must 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
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the all-purpose mill levy, the special tax levy must be made in addition to the all-purpose levy."”

Section 175. Section 19-18-504, MCA, is amended to read:

“19-18-504. Amount of special tax levy. Whenever the fund contains an amount wiieh that is
less than 4% 0.23% of the taxable valuation of ail taxable property in the city or town, the city council
shall levy an annual special tax of not less than + Q.06 mill and not more than 4—+wiHs 0.24 miil on each

dollar of taxable valuation of all taxable property within the city or town."

Section 176. Section 20-1-301, MCA, is amended to read:

"20-1-301. School fiscal year. The school fiscal year shaltbegtn begins on July 1 and erd ends
on June 30. At least 180 school days of pupil instruction shall must be conducted during each school fiscal
year, except that 175 days of pupil instruction for graduating seniors may be sufficient as provided in
20-9-313, or unless a variance for kindergarien has been granted under 20-1-302 or a district is granted
a variance under the provisions of chapter 9, part 8, of this title. For any elementary or high school district
that fails to provide for at least 180 schoal days of pupil instruction, the superintendent of public instruction

shall reduce the—eourty—equalizatien—as—defired—in—20-8-334-—ard the state equalization as defined in
20-9-343 for the district for that school year by 1/90th for each schooi day less than 180 school days.”

Section 177. Section 20-3-106, MCA, is amended to read:

"20-3-106. Supervision of schoals -- powers and duties. The superintendent of public instruction
has the general supervision of the public schools and districts of the state and 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 emplayment;

(3] negotiate reciprocat 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;

{b) -approve or disapprove the orders of a high school boundary commission in accordance with
the provisions of 20-6-311;
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{6) approve or disapprove the opening or reopening of a school in accordance with the provisions
of 20-6-502, 20-8-503, 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 20-9-1561;

(10} approve or disapprove the adoption of a district's budget amendment resolution under the
conditions prescribed in 20-9-163 and adopt rules for an application for additional direct state aid for a
budget amendment in accordance with the approval and disbursement provisions of 20-3-166;

{11) generally supervise the school financial administration pravisions as prescribed by 20-8-201(2);

{12} prescribe and furnish the annual report forms to erable the districts to report to the county
superintendent in accordance with the provisions of 20-9-213(5) and the annual report forms to enabie the
county superintendents to report to the superintendent of public 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} gistribute BASE aid and special education allowable cost payments in support of the BASE
funding program, in accordance with the provisions of 20-8-334-20-8-333; 20-9-342, 20-9-346, and
20-9-347;-and20-9-3686-threugh20-9-369;

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

{16) 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;

{17} request, accept, deposit, and expend federal money in accordance with the provisions of
20-9-603;

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

{19) prescribe the form and contents of and approve or disapprove interstate cantracts in
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accordance with the provisions of 20-9-705;

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

{21) recommend standards of accreditation for all schools to the board of public education and
evaluate compliance with 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;

(22) 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;

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

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

(25) as the governing agent and executive officer of the state of Montana for K-12 vocational
education, adopt the policies prescribed by and in accordance with the provisions of 20-7-301;

{26) supervise and coordinate the conduct of special education in the state in accordance with the
provisions of 20-7-403;

{27) administer the traffic education program in accordance with the provisions of 20-7-502;

(28} administer the school food services program in accordance with the provisions of 20-10-201,
20-10-202, and 20-10-203;

{29) review school building plans and specifications in accordance with the pravisions of 20-6-622;

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

{31) 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 the student assessment

for the board of public education and the legislature;

20-8-368; and
+33}432) 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.”
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Section 178. Section 20-3-205, MCA, is amended to read:

"20-3-205. Powers and duties. The county superintendent has general supervision of the schools
of the county within the limitations prescribed by this title and shall perform the following duties or acts:

(1) determine, establish, and reestablish trustee nominating districts in accordance with the
provisions of 20-3-352, 20-3-353, and 20-3-354;

(2) administer and file the oaths of members of the boards of trustees of the districts in the county
in accordance with the provisions of 20-3-307;

{3} register the teacher or specialist certificates or emergency authorization of employment of any
person employed in the county as a teacher, specialist, principal, or district superintendent in accordance
with the provisions of 20-4-202;

{4) act on each tuition and transportation obligation submitted in accordance with the provisions
of 20-5-323 and 20-5-324;

(5) file a copy of the audit report for a district in accordance with the provisions of 20-3-203;

(8) classify districts in accordance with the provisions of 20-6-201 and 20-6-301;

{7) keep a transcript and reconcile the district boundaries of the county in accordance with the
provisions of 20-6-103;

(8) fulfill ail responsibilities assigned under the provisions of this title reguiating the organization,
alteration, or abandonment of districts;

{9) act on any unification proposition and, if approved, establish additional trustee nominating
districts in accordance with 20-8-312 and 20-6-313;

{10) estimate the average number belonging (ANB) of an opening school in accordance with the
provisions of 20-6-602, 20-6-503, 20-6-504, or 20-6-506;

(11) process and, when required, act an school isolation applications in accordance with the
pravisions of 20-9-302;

{12) complete the budgets, compute the budgeted revenues and tax levies, file final budgets and
budget amendments, ana fulfill other responsibilities assigned under the pravisions of this title regulating
school budgeting systems;

(13) submit an annual financial report to the superintendent of public instruction in accordance with
the provisions of 20-9-211;

{14} monthly, unless otherwise provided by law, order the county treasurer to apportion state
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money-eednty-seheol-fmoeRrey; and any other school money subject to apportionment in accordance with
the provisions of 20-9-212, 20-8-334; 20-9-347, or 20-10-145-0r20-10346;

{1B) act on any request to transfer average number belonging (ANB) in accordance with the
provisions of 20-9-313(3});

(16} calculate the estimated budgeted general fund sources of revenue in accordance with the
general fund revenue provisions of the general fund part of this title;

{17} compute the reveades revenue and the district and county ievy requirements for each fund
included in each district’s final budget and report the computations to the board of county commissioners
in accordance with the provisions of the general fund, transportation, bonds, and other school funds parts
of this title;

{18} file and forward bus driver certifications, transportation contracts, and state transportation
reimbursement claims in accordance with the provisions of 20-10-103, 20-10-143, or 20-10-145;

(19} for districts that do not employ a district superintendent or principal, recommend library book
and textbook selections in accordance with the provisions of 20-7-204 or 20-7-602;

(20) notify the superintendent of public instruction of a textbook dealer’s activities when required
under the provisions of 20-7-605 and otherwise comply with the textbook dealer pravisions of this title;

(27) act on district requests to allocate federal money for indigent children for school food services
in accordance with the provisions of 20-10-205;

(22) perform any other duty prescribed from time to time by this title, any other act of the
legislature, the policies of the board of public education, the policies of the board of regents relating to
community college districts, or the rules of the superintendent of public instruction;

(23) administer the oath of office to trustees without the receipt of pay for administering the oath;

(24} keep a record of official acts, preserve all reports submitted to the superintendent under the
provisions of this title, preserve all books and instructional equipment or supplies, keep all documents
applicable to the administration of the office, and surrender all records, bocks, supplies, and equipment to
the next superintendent;

{25} within 90 days after the close of the school fiscal year, publish an annual report in the county
newspaper stating the following financial information for the scheol fiscal year just ended for each district
of the county:

{a) the total of the cash balances of all funds maintained by the district at the beginning of the
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year;

{b} the total receipts that were realized in each fund maintained by the district;

(c) the total expenditures that were made from each fund maintained by the district; and

{d) the total of the cash balances of all funds maintained by the district at the end of the school
fiscal year; and

(26) hold meetings for the members of the trustees from time to time at which matters for the good

of the districts must be discussed.”

Section 179. 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:

(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 considers
necessary, accepting or rejecting any recommendation as the trustees 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, food service personnel, nurses, and any other personnel
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 titie;

{b} 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 schools of the district in accordance
with the provisions of the school arganization part of this title;

(8) adopt and administer the annual budget or a budget amendment of the district in accardance

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, BASE budgettevy: over-BASE budget levy, additional levy, operating
reserve, and state impact aid amounts 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 tuition fund, retirement
fund, building reserve fund, adult education fund, nonoperating fund, school food services fund,
miscellaneous federal programs fund, building fund, lease or rental agreement fund, traffic education fund,
impact aid fund, and interlocal cooperative agreement fund in accordance with the provisions of the other
schoot funds parts of this title;

(14} when applicable, administer any interlocal cooperative agreement, gifts, legacies, or devises
in accordance with the provisions of the misceltaneous 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 provisions of the school sites and facilities part of this title;

(16} operate the schools ot 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, textbooks, vocational education, and special education
parts ot this title,

(18) establish and maintain the school food services of the districtin accordance with the provisions
of the school food services parts of this title;

(19) make reports from time to time as the county superintendent, superintendent of public
instruction, and board of public education may require;

{20} retain, when 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 guardi<an any medical reports or health records maintained by the district pertaining to the
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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 on school days at each school of the
district an American flag that measures not less than 4 feet by 6 feet;

(23) provide that an American flag that measures approximately 12 inches by 13 inches be
prominently displayed in each ctassroem in each school of the district, except in a classroom in which the
flag may get soiled. This requirement is waived if the flags are not provided by a local civic group.

(24) adopt and administer a district policy on assessment for placement of any child who enrolls
in a school of the district from a nonpublic school that is not accredited, as required in 20-5-110; and

(25) 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 180. Section 20-5-316, MCA, is amended to read:
"20-5-316. Out-of-state tuition. {1) The county superintendent of schools of the county of the

district of residence shall make payments from the-seunty-basie-tax state equalization aid for elementary

schools for children who are placed in facilities outside the state of Montana pursuant to 20-5-321 but not
under the provisions of Title 20, chapter 7, part 4.
(2) The county superintendent of schools of the county of residence shall make payments from

the-county-basie-special-tax state equalization aid for high schools as-provided-ia-26-8-334 for children who

are placed in facilities outside the state of Montana as a result of a court order or placement by a state

agency. This provision does not apply to children with disabilities that are defined under the provisions of

Title 20, chapter 7, part 4."

Section 181. Section 20-5-320, MCA, is amended to read:
"20-5-320. Attendance with discretionary approval. (1) A child may be enrolled in and attend a
school in a Montana school district that is outside of the child’s district of residence or a public school in

a district of ancther state or province that is adjacent to the county of the child's residence, subject to
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(dl the names, districts of attendance, and amount of tuition to be paid by the district for resident
students attending public schools out of state.

(2) The county superintendent shall send, as soon as practicable, the reported information to the
county superintendent of the county in which a reported child resides.

(3) Before July 30, the county superintendent shall report the information in subsection (1)(d) to
the superintendent of public instruction, who shall determine the total per-ANB entitlement for which the
district would be eligible if the student were enrolled in the resident district. The reimbursement amount
is the difference between the actual amount paid and the amount calcuiated in this subsectian.

{4) Notwithstanding the requirements of subsection (58), tuition payment provisions for
out-of-district placement of students with disabilities must be determined pursuant to Title 20, chapter 7,
part 4.

(5) Except as provided in subsection (6}, when a child has approval to attend a school outside the
child's district of residence under the provisions of 20-5-320 or 20-5-321, the district of residence shall
finance the tuition amount from the district tuition fund and any transportation amount frecm the
transportation fund.

{6) When a child has mandatory approval under the provisions of 20-5-321, the tuition and
transportation obligation for an elementary school gr_high school child attending a school outside of the

child’s county of residence must be financed by the-eeunty-basictaxtorelermeniary-distrcto—as-prowigod

ehild s—seunty-ofresidense school equalization aid from the child’s district of residence.

(7) By December 31 of the school fiscal year, the county superintendent or the trustees shall pay
at least one-half of any tuition and transportation obligation established under this section out of the money

4 trom school

equalization aid or from the district tuition or transportation fund. The remaining tuition and transportatian
obligation must be paid by June 15 of the school fiscal year. The payments must be made to the county
treasurer in each county with a schoo! district that is entitled to tuition and transportation. Except as
nrovided in subsection (9}, the county treasurer shall credit tuition receipts to the general fund of a schoo!
district entitled to a tuition payment. The tuition receipts must be used in accordance with the provisions

of 20-9-141. The county treasurer shall credit transportation receipts to the transportation fund of a school
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district entitled to a transportation payment.

(8) The superintendent of public instruction shali reimburse the district of residence for the per-ANB
entitlement determined in subsection (3).

{9} {a) Any tuition receipts received under the provisions of Title 20, chapter 7, part 4, or
20-6-323(3) for the current school fiscal year that exceed the tuition receipts at the prior year may be
deposited in the district miscellaneous programs fund and must be used for that year in the manner
provided for in 20-9-507 to support the costs of the program for which the tuition was received.

{b} Any other tuition receipts received for the current school fiscal year that exceed the tuition
receipts of the prior year may be deposited in the district miscellaneous programs fund and may be used
for that year in the manner provided for in that fund. For the ensuing school fiscal year, the receipts must

be credited to the district general fund budget.”

Section 183. Section 20-6-702, MCA, is amended to read:

"20-6-702. Funding for K-12 school districts. (1) Notwithstanding the provisions of subsections
{2) through (6}, a K-12 school district formed under the provisions of 20-6-701 is subject to the provisions
of law for high school districts.

(2) The number of elected trustees of the K-12 school district must be based on the classification
of the attached elementary district under the provisions of 20-3-341 and 20-3-351.

{3) Calculations fer—the—following of ANB for purposes of determining the total per-ANB

entitlements must be in accordance with the provisions of 20-9-311 and must be made separately for the

elementary schoo! program and the high schocal program of a K-12 schoo! district:
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{4) The retirement obligation ard-eligibility-ferrotirernent-guaranteedtax-base-aid for a K-12 school

district must be calculated and funded as a high school district retirement obligation under the provisions

of 20-9-501.

(5) For the purposes of budgeting for a K-12 school district, the trustees shall adopt a single fund
for any of the budgeted or nonbudgeted funds described in 20-9-201 for the costs of operating all grades
and programs of the district.

(6) Tuition for attendance in the K-12 scheol district must be determined separately for high school
pupils and for elementary pupils under the provisions of 20-5-320 through 20-5-324, except that the actual
expenditures used for caiculations in 20-5-323 must be based on an amount prorated between the
elementary and high school programs in the appropriate funds of each district in the year prior to the

attachment of the districts.”

Section 184. Section 20-7-714, MCA, is amended to read:

"20-7-714. County adult literacy programs -- authorization to levy tax and establish fund. (1) (a)
The governing body of a county may, in its discretion, establish a fund and levy up to 4 0.059 mill on each
dollar of taxable property in the county for the support of county literacy programs that give first priority
to providing direct instruction to adults. The tax levy is in addition to all other tax levies ang-is—subject-to
torthin 1510402,

{b) The fund may be used only for the support of adult literacy programs within the county,

{2) (a} If a county levies a property tax for adult literacy programs, the county governing body shall
appoint a county adult literacy board to administer the expenditure of funds from the county adult literacy
fund established in subsection {1).

{b) The county adult literacy board shall coordinate all adult literacy programs receiving county
adult literacy funds. The board may adopt policies concerning program standards and financial
accountability for organizations receiving aduit iiteracy funds. The board may require that adult literacy
programs match adult literacy funds with federal, state, or private money. The board may, with the
concurrence of the appropriate county officials, arrange for county in-kind services to support adult literacy

programs.
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{c) County adult literacy funding may be expended only on literacy programs for persons who are

at least 19 years of age and whose high schoo! class has graduated.”

Section 185. Section 20-9-104, MCA, is amended to read:

"20-9-104. General fund operating reserve. {1} At the end of each school fiscal year, the trustees
of each district shall designate the portion of the general fund end-of-the-year fund balance that is to be
earmarked as operating reserve for the purpose of paying general fund warrants issued by the district from
July 1 to November 30 of the ensuing school fiscal year. Except as provided in subsections (5) and {8), the
amount of the general fund balance that is earmarked as operating reserve may not exceed 10% of the final
general fund budget for the ensuing school fiscal year.

{2) The amount held as operating reserve may not be used for property tax reduction in the manner
permitted by 20-9-141(1)(b) for other receipts.

{3] Excess reserves as provided in subsection {5} may be appropriated to reduce the-BASE-budget
lewy; the over-BASE budget levys or the additional levy provided by 20-9-353. |

{4) Any portion of the general fund end-of-the-year fund balance that is not reserved under
subsection (2) or reappropriated under subsection (3) is fund balance reappropriated and must be used for
property tax reduction as provided in 20-3-141({1}(b).

{5) The limitation of subsection (1) does not apply when the amount in excess of the limitation is
equal to or less than the unused balance of any amount:

(a) (i) received in settlement of tax payments protested in a prior school fiscal year;

(i) received in taxes from a prior school fiscal year as a result of a tax audit by the department of
revenue or its agents;

(i} received in delinquent taxes from a prior school fiscal year; and

livl received as a local government severance tax payment for calendar year 1995 production as
provided in 15-36-325; or

{b! a district was entitled to as a general bonus payment prior to July 1, 1994.

{6) The limitation of subsection (1) does not apply when the amount earmarked as operating

reserve is $10,000 or less.”

Section 186. Section 20-9-141, MCA, is amended to read:
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"20-9-141. Computation of general fund wnet over-BASE levy requirement 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) Petermine determine the funding required for the district’s final general fund budget less the
sum of direct state aid and the special education allowable cost payment for the district by totaling:

(i) the district’s nonisolated school BASE budget requirement to be met by a district levy as
provided in 20-9-303; and

(i) any general fund budget amount adopted by the trustees of the district under the provisions
of 20-9-308 and 20-9-353, including any additional funding for a general fund budget that exceeds the
maximum general fund budgets;

(b} Betermire determine the money available for the reduction of the property tax on the district
for the general fund by totaling:

(i} the general fund balance reappropriated, as established under the provisions of 20-8-104;

(i) amounts received in the last fiscal year for which revenue reporting was required for each of
the following:

{A) tuition payments for out-of-district pupils under the provisions of 20-5-321 through 20-5-323;

(B} revenue from preperty motor vehicle taxes, and fees, and motor vehicle sales taxes or use

taxes imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521,61-3-5627, 61-3-537, [section 232], and
67-3-204;

{C) oil and natural gas production taxes;

(D) interest earned by the investment of general fund cash in accordance with the provisions of
20-9-213(4);

(E) revenue from corporation license taxes collected from financial institutions under the provisions
of 15-31-702; and

{F) forest reserve raceipts appartioned under the provisions of 17-3-213;

(G} grazing receipts apportioned under the provisions of 17-3-221; and

{H] any other revenue received during the school fiscal year that may be used to finance the

general fund—exeluding-any-guaranteed-tax—base-aid; and

{iii) pursuant to subsection (4), anticipated revenue from coal gross proceeds under 15-23-703-;

{c) Netwithstanding-the provisions-ef-subsestien<{2}); subtract the money available to reduce the
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property tax required to finance the general fund that has been determined in subsection (1}(b} from any

general fund budget amount adopted by the trustees of the district—up—te—the-BASE-budget-ameunt; to

determine the general fund BASE over-BASE budget levy requirement.

{2) The county superintendent shall calculate the number of mills to be levied on the taxable
property in the district to finance the general fund levy requirement for any amount that dees-aet-exseed
exceeds the BASE budget amount for the district by dividing the amount determined in subsection {1}{c)

by the-sum of

{6} the taxable valuation of the district divided by 1,000.

{3] The ret over-BASE general fund levy requirement determined in subseetions subsection (1){c)
and-thd} must be reported to the county commissioners on the fourth Monday of August by the county
superintendent as the over-BASE general fund pet levy requirement for the district, and a levy must be set
by the county commissioners in accordance with 20-9-142,

(4) For each school district, the department of revenue shall calculate and report to the county
superintendent the amount of revenue anticipated for the ensuing fiscal year fram revenue from coal gross

proceeds under 15-23-703."

Section 187. Section 20-9-142, MCA, is amended to read:

"20-9-142. Fixing and levying taxes by board of county commissioners. On the fourth Monday
in August, the county superintendent shall place before the board of county commissioners the final
adopted budget of the district. It is the duty of the board of county commissioners to fix and levy on all
the taxable value ot all the real and-persenal property within the district all district and county taxation

required to finance, within the limitations provided by law, the final budget."

Section 188. Section 20-9-212, MCA, is amended to read:
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"20-9-212. Duties of county treasurer. The county treasurer of each county shali:

{1} receive and hold all school money subject to apportionment and keep a separate accounting
of its apportionment to the several districts that are entitled to a portion of the money according to the
apportionments ordered by the county superintendent or by the superintendent of public instruction. A

separate accounting must be maintained for eash—eounty—fund a_community college supported by a

countywide levy fera-spesific—authorizedpurpeseincluding:

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 reach-efthe-funds-erumeratedin-subsestien

+H tor_a community college and the amount of any other school money subject to apportionment and

apportion the sewaty-and-other school money to the districts in accordance with the apportionment ordered
by the county superintendent or the superintendent of public instruction;

{3) keep a separate accounting of the receipts, expenditures, and cash balances for each fund;

{4) except as otherwise limited by law, pay all warrants properly drawn on the county or district
school money;

(5) receive all revenue collected by and for each district and deposit these receipts in the fund
designated by law or by the district if a fund is not designated by law. Interest and penalties on delinquent
school taxes must be credited to the same fund and district for which the original taxes were levied.

(6) send all revenue received for a joint district, part of which is situated in the county, t¢ the
county treasurer designated as the custodian of the revenue, no later than December 15 of each year and
every 3 months after that date unti! the end of the school fisca! year;

{7) 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;

{B) register district warrants drawn on a budgeted fund in accordance with 7-6-2604 when there

is insutficient moneay available in all funds of the district to make payment of the warrant. Redemption of
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registered warrants must be made in accordance with 7-6-2116, 7-6-2605, and 7-6-26086.

{9) invest the money of any district as directed by the trustees of the district within 3 working days
of the direction;

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

{11} remit promptly to the state treasurer receipts for the county tax for a vocational-technical

program within a unit of the university system when levied by the board of county commissioners under

the provisions ot 20-25-439;

Section 189. Section 20-9-303, MCA, is amended to read:

"20-9-303. Nonisolated school BASE budget funding -- special education funds. {1} An elementary
schoo! that has an ANB of nine or fewer pupils for 2 consecutive years and that is not approved as an
isolated school under the pravisions af 20-9-302 may budget and spend the BASE budget amount, but the
eounty—and state shall provide one-half of the direct state aid, and the district shall finance the remaining
one-half of the direct state aid by a tax levied on the property of the district. When a school of nine or
fewer pupils is approved as isolated under the provisions of 20-9-302, the eounty-and state shall partisipate
wthe-tHnaneing-ot provide the total amount of the direct state aid.
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{2) Funds provided to support the special education program may be expended only for special
education purposes as approved by the superintendent of public instruction in accordance with the special
education budgeting provisions of this title. Expenditures for special education must be accounted for
separately from and in addition to the balance of the school district general fund budgeting reguirements
provided in 20-9-307 and 20-9-308. The amount of the special education allowable cost payments that is
not matched with district funds, as required in 20-9-32%, will reduce by a like amount the district’s ensuing

vear's allowable cost payment for special education.”

Section 190. Section 20-9-306, MCA, is amended to read:

"20-9-306. Definitions. As used in this title, unless the context clearly indicates otherwise, the
following definitions apply:

{1} "BASE" means base amount for school equity.

(2) "BASE aid” means:

{a} direct state aid for 48% 80% of the basic entitiement and 40% 80% of the total per-ANB

entitlement for the general fund budget of a districtiapd

{3) "BASE budget" means the minimum general fund budget of a district, which includes 80% of
the basic entitlement, 80% of the total per-ANB entitiement, and up to 140% of the special education

allowable cost payment.

44} "BASE funding program” means the state program for the equitable distribution of the state’s

share of the cost of Montana’s basic system of public elementary schools and high schools, through esurty
equalizatior-aid-as-prowvidedin20-9-331and-20-8-333-and state equalization aid as provided in 20-9-343,
in support of the BASE budgets of districts and special education allowable cost payments as provided in
20-9-321. |

-48}(5) "Basic entitlement™ means:
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{a) $191,000 for each high school district;

{b) $17,190 for each‘elementarv school district or K-12 district elementary program without an
approved and accredited junior high school or middle school; and

(¢) the prorated entittement for each elementary schooi district or K-12 district elementary program
with an approved and accredited junior high school or middle school, calculated as follows:

(i) $17,190 times the ratio of the ANB for kindergarten through grade 6 to the total ANB of
kindergarten through grade 8; plus

(i) $191,000 times the ratio of the ANB for grades 7 and 8B to the total ANB of kindergarten through
grade 8,

£4(6] "Direct state aid" means 48% B0% of the basic entitlement and 463 8B0% of the total
per-ANB entitlement for the general fund budget of a district and funded with state and-eeurty equalization
aid.

83(7) "Maximum general fund budget” means a district’s general fund budget amount calculated
from the basic entitiement for the district, the total per-ANB entitlement for the district, and up to 163%
of special education allowabie cost payments.

{83(8) "Over-BASE budget levy” means the district levy in support of any general fund amount
budgeted that is above the BASE budget and below the maximum general fund budget for a district.

£104{9) "Total per-ANB entitiement” means the district entitlement resulting from the following
calculations:

{a} for a high school district or 2 K-12 district high school program, a maximum rate of $4,680 for
the first ANB is decreased at the rate of 50 cents per ANB for each additional ANB of the district up through
800 ANB, with each ANB in excess of 800 receiving the same amount of entitiement as the B00th ANB;

(b} tfor an elementary school district or a K-12 district elementary program without an approved
and accredited junior high school or middle school, a maximum rate of $3,343 for the first ANB is
decreased at the rate of 20 cents per ANB for each additional ANB of the district up through 1,000 ANB,
with each ANB in excess of 1,000 receiving the same amount of entitiement as the 1,000th ANB: and

{c) for an elementary school district or a K-12 district eilementary program with an approved and
accredited junior high school or middle school, the sum of:

() a maximum rate of $3,343 for the first ANB for kindergarten through grade 6 is decreased at

the rate of 20 cents per ANB for each additional ANB up through 1,000 ANB, with each ANB in excess of
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1,000 receiving the same amount of entitlement as the 1,000th ANB; and
{ii) @ maximum rate of $4,680 for the first ANB for grades 7 and B is decreased at the rate of 50
cents per ANB for each additional ANB for grades 7 and 8 up through 800 ANB, with each ANB in excess

of BOO receiving the same amount of entitlement as the 800th ANB."

Section 191. Section 20-9-307, MCA, is amended to read:

"20-9-307. BASE funding program -- district general fund budget -- funding sources. (1) A basic
systern of free quality public elementary schools and high schools must be established and maintained
throughout the state of Montana to provide equality of educational opportunity to all school-age children.

(2} The state shall in an equitable manner fund and distribute to the school districts the state’s
share of the cost of the basic school system through BASE aid to support the BASE funding program in the
manner established in this title.

{(3) The budgetary-vehiele general fund budget of the school district must be used for achieving
the financing system established in subsection {2} is-the-general-fund-budget-ef-the—sehael-distriet. The

purpose of the district general fund budget is to finance those instructional, administrative, facility

maintenance, and other operational costs of a district not financed by other funds established for special
purposes in this title,
{4) The BASE funding program tor the districts in the state is financed by a combination ot the

fellowing sources:

b} state equalization aid, as provided in 20-9-34 3 —nreluding-guarantesdtabascaid-foreligible
. . ir20.0-368 h20-0-369;
{e}(b) appropriations for special education;
{dH{c) a district levy, as provided in 26-8-302 20-9-303, for support of a school not approved as
an isolated school under the provisions of that-sestien 20-9-302; and

tedd} district levies or other revenue, as provided by 20-9-308 and 20-9-353."

Section 192, Section 20-9-308, MCA, is amended to read:
"20-9-308. BASE budgets and maximum general fund budgets. (1) The trustees of a district shall

adopt a general fund budget that:
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(a) execeptas-providedin-subsestion{2) is at least equal to the BASE budget established for the
district; or

subsection

{b) except as provided in

{4} (3) etthis—seetion, does not exceed the maximum general fund budget established for the district.

£33(2) (a) Whenever the trustees of a district adopt a general fund budget that exceeds the BASE

budget for the district but does not exceed the maximum general fund budget far the district, the trustees
shall submit a proposition to the electors of the district, as provided in 20-9-353, for any budget amount
that exceeds the previous year’s general fund budget amount or the previous year’s general fund budget
per-ANB multiplied by the current year's ANB for budgeting purposes.

(b) A general fund budget adopted under this subsection {3}(2) may nat exceed the greater of:

(i 104% of the previous year’s general fund budget as-adjusted-by—the-previsions—oiseation3,
Ghapter-38.Spesial- baws-of-November1883; or

(i) 104% of the previous year's generai fund budget per-ANB multiplied by the current year's ANB
{Legislative
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for budgeting purposes a
1884,
+1{3} {a) If the maximum general fund budget for a district for an ensuing school fiscal year is less

than the general fund budget for the district for the current schaol fiscal year, as-adjusted-bythe-prowsions

the trustees of the district may not adopt a
general fund budget for the ensuing school fiscal year that is greater than the district’s general fund budget
for the current school fiscal year.

(b} Exeeptiorthe-sehoolfisealyearbaginningJuly1-31884 -the The trustees of the district shall
submit a proposition to raise any general fund budget amount that is in excess of the maximum general
fund budget for the district to the electors who are qualified under 20-20-301 to vote on the proposition,
as provided in 20-9-353.

6+4! Whenever the trustees of a district adopt a general fund budget that does not exceed the

BASE budget for the district, the trustees shall finance this amount with the following sources of revenue:

(a) state equalization aid as provided in 20-9-34 3 -reluding-any-guaranteed-tax-basoaidferwhich

{5} a district levy for support of a school not approved as an isclated school under the provisions
of 20-9-302; and

{g}{c) payments in support of special education programs under the provisions of 20-9-321:

{63{5) The over-BASE budget amount of a district must be financed by a levy on the taxable value

of all property within the district or other revenue available to the district as provided in 20-8-141."

Section 193. Section 20-9-332, MCA, is amended to read:
*20-9-332. Fines and penalties proceeds for elementary-oeunty school equalization. All fines and

penalties collected under the provisions of this title, except those collected by a justice’s court, shall must

be paid into the eounty-elementary-equalization-fune-as-provided-by20-8-33 H2AHe} state general fund for

state equalization aid. In order to implement this section and any other provision of law requiring the deposit

of fines in the elemontary-eounty-equalizatentfund state general fund, & the clerk of each district court shall
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report shal-be-made to the eearty superintendent of the-sewaty public instruction, at the close of each
term, by-theslerk—oi-pach-district-court,reporting all fines imposed and collected during the term and

+ndicating indicate the type of violation and the date of coliection.”

Section 194. Section 20-8-343, 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 revenue as required in this section for:

{a) distribution to the public schools for the purposes of payment of systems development and
other related costs resulting from the enactment of legislation that requires changes to the automated
system used to administer the BASE funding program, guaranteed—tax—bese—aid; BASE aid, state
reimbursement for school facilities, matching funds for the systemic initiative for Montana mathematics and
science grant, and grants for school technology purchases;

(b) negotiated payments authorized under 20-7-420{3} up to $500,000 per biennium; and

(c) the Montana educational telecommunications network as provided in 20-32-101.

(2) Thesuperintendent of public instruction may spend throughout the biennium funds appropriated
for the purposes of systems development and other related costs resulting from the enactment of iegislation
that requires changes to the automated system used to administer the BASE funding program, guaranteed
tax-base-aid; BASE aid for the BASE funding program, state reimbursement for school facilities, negotiated
payments authorized under 20-7-420(3), the Montana educational telecommunications network, and school
technology purchases.

{3} The following must be paid into the state general fund for the public schools of the state:

{&) (i) subject to subsection (3){a}{ii), interest and income money described in 20-9-341 and
20-9-342; and

{iiy an amount of money equal to the income money attributable to the difference between the
average sale value of 18 million board feet and the total income produced from the annual timber harvest
on commaon school trust lands during the fiscal year to be appropriated for purposes of 20-9-533;

(bl investment income earned by investing interest and income money described in 20-9-341 and
20 9-342; and

(¢) fines and penalties described in 20-9-332."
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Section 195. Section 20-3-344, MCA, is amended to read:

"20-9-344. Duties of board of public education for distribution of BASE aid. (1) The board of
public education shali administer and distribute the BASE aid and-state-advanees—foreounty equalization
in the manner and with the powers and duties provided by law. To this end, the board of public education
shall:

{a) adopt policies for regulating the distribution of BASE aid ahd-state-advances—for—county
equatzation in accordance with the provisions of law;

(b} have the power to require reports from the county superintendents, budget boards, county
treasurers, and trustees as it considers necessary; and

{c} order the superintendent of public instruction to distribute the BASE aid on the basis of each
district’s annual entitlement to the aid as established by the superintendent of public instruction. In ordering
the distribution of BASE aid, the board of public education may not increase or decrease the BASE aid
distribution to any district on account of any difference that may occur during the school fiscal year
between budgeted and actual receipts from any other source of school revenue.

{2) The board of public education may order the superintendent of public instruction to withhold
distribution of BASE aid from a district when the district fails 10:

{a) submit reports or budgets as required by law or rules adopted by the board of public education;
or

{b) maintain accredited status.

{3) Prior to any proposed order by the board of public education to withhold distribution of BASE
aid er-ceunty-equalization-meney, the district is entitled to a contested case hearing before the board of
public education, as provided under the Montana Administrative Procedure Act.

{4) If a district or county receives more BASE aid than it is entitled to, the county treasurer shall
return the overpayrment to the state upon the request of the superintendent of public instruction in the
manner prescribed by the superintendent of public instruction.

(5} Except as provided in 20-9-347(3}, the BASE aid payment must be distributed according to the

following schedule:

{a) from August to Seteber April of the school fiscal year, 10% of the direct state aid to each

district;
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{ei{b) in November of the schoo! fiscal year, one-half of the guaranteed—tax—base—aid state

retirement obligation payment to each distret—ef county that has submitted a final budget to the

superintendent of public instruction in accordance with the provisions of 20-9-134;

{ditc) in May of the school fiscal year, the+raemainderoi-the-guaranteed-tax-base—aid one-haif of

the state retirement obligation payment to each gistret-of county; and

{e}{d} in June of the school fiscal year, ere-hat-ef the remaining payment to each district of direct

state aid ard-en-the-ioHowing—July 1B—the fomaining-payment-te-cach-distriet-of-direct stateaid for the
school fiscal year ending on the-preseding June 30.
(6) The distribution provided for in subsection {5} must occur by the last working day of each

month.”

Section 196, Section 20-9-346, MCA, is amended to read:

"20-9-346. Duties of superintendent of public instruction for state and-eeunty equalization aid
distribution. The superintendent of public instruction shall administer the distribution of the state and-eeahsy
equalization aid by:

(1) establishing the annual entitlement of each district and-seurtyto-state-and-county-oqualization
atd, based on the data reported in the retirement, general fund, and debt service fund budgets for each
district that have been adopted for the current school fiscal year and verified by the superintendent of
public instruction;

(2) for the purposes of state advances and reimbursements for school facilities, limiting the
distribution to no more than the amount appropriated for the school fiscal year to the districts that are
eligibie under the provisions of 20-8-366 20-9-369 through 20-9-371 by:

{al determining the debt service payment obligation in each district for debt service on bonds that
were sald as provided in 20-9-37043+(4]) that qualify for a state advance or reimbursement for school

facilities under the provisions of 20-8-366-threugh 20-3-389 apd-20-8-370 through 20-9-371;

(b} based on the limitation of state equalization aid appropriated for debt service purposes,
determining the state advance for school facilities and the proporticnate share of state reimbursement for
school facilities that each eligible district must receive for the school fiscal year; and

{c) distributing that amount by May 31 of each school fiscal year to each eligible district for
reducing the property tax for the debt service fund for the ensuing school fiscal years;
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{3) distributing by electranic transfer the BASE aid and-state-advanees-foreeunty-equalizatien; for
each district ereeunty-entied—to—the-aid; to the county treasurer of the respective—oeuntytor-oaounty
equahzation-ar—to—the—ceunty—treasurer—ei—the county where the district is located for BASE aid, in
accordance with the distribution ordered by the board of public education;

(4) keeping arecord of the full and complete data cancerning money available for state equatization
aid, including state advanses—fereeupty retirement equalization aid, and the entitlements for BASE aid of
the districts of the state;

{6} repaorting to the board of pubiic education the estimated amount that will be available for state
equalization aid; and

(6) reporting to the office of budget and program planning as provided in 17-7-111:

(a) the figures and data available concerning distributions of state ard—eeunty equalization aid
during the preceding 2 schoot tiscal years;

(b} the amount of state equalization aid then available;

{c}] the apportionment made of the available money but not yet distributed; and

(d} the latest estimate of accruals of money available for state equalization aid:ane

Section 197. Section 20-9-347, MCA, is amended to read:

"20-9-347. Distribution of BASE aid and special education allowable cost payments in support of

BASE funding program and state equalization for retirement -- exceptions. (1) The superintendent of public

instruction shall:

{8+ supply the county treasurer and the county superintendent with a monthly report of the

payment of BASE aid in support of the BASE funding program of each district of the countys

{2) (a) The superintendent of public instruction is authorized to adjust the schedule prescribed in
20-9-344 for distribution of the BASE aid payments if the distribution will cause a district to register
warrants under the provisions of 20-9-212(8).
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(b) To qualify for an adjustment in the payment schedule, a district shall demonstrate to the
superintendent of public instruction, in the manner required by the office, that the payment schedule
prescribed in 20-9-344 will result in insufficient money available in all funds of the district to make payment
of the district’s warrants. The county treasurer shall confirm the anticipated deficit. This section may not
be construed to authorize the superintendent of public instruction to exceed a district’s annual payment for
BASE aid.

(3) The superintendent of public instruction shall:

(a) distribute special education allowable cost payments to districts; and

(b} supply the county treasurer and the county superintendent of public instruction with a report
of payments for special education allowable costs to districts of the county.

(4) Except as provided in 20-9-501(3)}, the superintendent of public instruction shall alsc apportion

state equalization aid to _each district in support of the district’s retirement fund expenditures. The

superintendent of public instruction shall adopt rules to _ensure that each district receives retirement

equalization aid equal to the full amount required by the elementary districts and high schaol districts in the
county."

Section 198, Section 20-9-348, MCA, is amended to read:
"20-9-348. Estimation of state equalization aid for budget purposes. The apportionment of state
equalization aid shal—be s the seeend primary source of revenue in calculating the financing of the

elementary district BASE funding program and the high school district BASE funding program. ir-erderte

county superintendent is estimating the general fund budget revenues, the county superintendent shall

consider that the state BASE funding program revenues and-seunty-gauatization-meneys—together will .be
capable of financing 100% of the BASE funding program."

Section 199. Section 20-9-351, MCA, is amended to read:

"20-9-351. Funding of deficiency in BASE aid. |f the money available for BASE aid is not the resuit
of a reduction in spending under 17-7-140 and is not sufficient to provide the guaranteed—tax-base—aid
reguired—under 20-0-368—threugh—20-0-360—and BASE aid support determined under 20-9-347, the

superintendent of public instruction shall request the budget director to submit a request for a supplemental
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approgriation in the second year of the biennium that is sufficient to complete the funding of BASE aid for

the elemantary and high school districts for the current biennium."

Section 200. Section 20-9-353, MCA, is amended to read:
"20-9-353. Additional financing for general fund -- election for authaorization to impose. (1) The
trustees of a district may propose to adopt:

(a) abudget amount up to the BASE budget amount for the district general fund thatis-withinthe

(b) an over-BASE budget amount for the district general fund that does not exceed the maximum
general fund budget for the district or other limitations, as provided in 20-9-308{3}(2}; or

{c) a general fund budget amount in excess of the maximum general fund budget amount for the
district, as provided in 20-9-308(4(3).

(2) When the trustees of a district determine that a voted amount of financing is required for the
general fund budget, the trustees shall submit the proposition to finance the additional amount of general
fund financing to the electors who are qualified under 20-20-301 to vote upon the proposition. The special
election must be called and conducted in the manner prescribed by this title for school elections. The ballot
far the election must state the amount of money t¢ bhe financed, the approximate number of mills required
to raise all or a portion of the money, and the purpose for which the money will be expended. The hallot
must be in the following format:

PROPOSITION

Shall the district be authorized to expend the sum of (state the additional amount to be expended),
and being approximately (give number} mills, for the purpose of (insert the purpose for which the additional
financing is madel?

[] FOR budget authority and any levy.

[l  AGAINST budget authority and any levy.

{3) It the election on any additional financing for the general fund is approved by a majority vote
of the electors voting at the election, the proposition carries and the trustees may use any portion or all of
the authorized amount in adopting the preliminary general fund budget. The trustees shall certify any
additional levy amount authorized by the special election on the budget form that is submitted to the county

superintendent, and the county commissioners shall levy the authorized number of mills on the taxable
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value of all taxable property within the district, as prescribed in 20-9-141, to raise the amount of the
additional levy.

{4) Authorization to levy an additional tax to support a budget amount adopted as allowed by
20-9-308441(3) is effective for only 1 school fiscal year.

{6} All levies adopted under this section must be authorized by a special election conducted before
August 1 of the schaool fiscal year for which it is effective.

(8) If the trustees of a district are required ta submit a proposition to finance arirereased-amodnt

an increased over-BASE budget amount,

as provided in 20-9-308{3Ha}{2)(a}, or an amount in excess of the maximum general fund budget amount
for the district, as allowed by 20-9-308{4}{23}, to the electors of the district, the trustees shall comply with

the provisions of subsections {2} through {4)."

Section 201. Section 20-9-369, MCA, is amended to read:
"20-9-369. Duties of superintendent of public instruction and department of revenue. (1) The
superintendent of public instruction shall administer the distribution of guaranteed-tax-base-aid the state

advance and reimbursement for schoot! facilities by:

{(a) providing each school district and county superintendent, by March 1 of each year, with-the

preliminary statewide—eeunty; and district mill values per ANB and, by May 1 of each year, with the final

statewide;—eounty; and district mill values per ANB, for use in calculating the goaranteed-tax-base-aid-and
stale advance and reimbursement for school facilities available to eeunties—apd districts for the ensuing
school fiscal year;

tei{b] requiring each seunty—and district that qualifies and appiies for guaranteed-tax-base-aid the

state advance and reimbursement for school facilities to report to the county superintendent all budget and

accounting information required to administer the guaranteed-tax-base-aid state advance and reimbursement

program;

{di{c} keeping arecord of the complete data concerning appropriations avatilable for guarantesdtax
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base-aid the state advance and reimbursement for school facilities and the entitiements for the-aid-et-the
eounties—and districts that gualify;
te}{d) distributing the guarantoed-tax-baso—aid-ontitoment state advance and reimbursement for

school facilities to each qualified esurty-e¢ district from the appropriations for that purpose.

(2) The superintendent shall adopt rules necessary to implement 28-8-366—threugh 20-9-369
through 20-9-371.

(3) The department of revenue shall provide the superintendent of public instruction by December
1 of each year a final determination of the taxable value of property within each school district and-eeunty

of the state reported to the department of revenue based on information delivered to the county clerk and

recorder as required in 15-10-305.

Section 202. Section 20-9-370, MCA, is amended 1o read:
*20-9-370. Definitions. As used in this title, unless the context clearly indicates otherwise, the
following definitions apply:

(1) "District mill value per elementary ANB" or "district mill value per high school ANB", for sghoo[

facility entitlement purposes, means the taxable valuation in the previous vear of all property in the distrigt

divided by 1,000, with the quotient divided by the ANB count of the district used to calculate the district’s

current vear total per-ANB entitlement amount.

{2} "School facility entitlement” means:

(a) $220 per ANB for an elementary school district;

(b} $330 per ANB for a high school district; or

(c) $270 per ANB for an approved and accredited junior high school or middle school.

+2H3) "State advance for school facilities” is the amount of state equalization aid distributed to an
eligible district to pay the debt service cbligation for a bond in the first school fiscal year in which a debt
service payment is due for the bond.

+33(4) "State reimbursement for schoo! facilities” means the amount of state equalization aid
distributed to a district that:

(a) has a district mill value per elementary ANB that is less than the corresponding statewide mill
(\'Lgisla:ive
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value per elementary ANB or a district mill value per high school ANB that is less than the corresponding
statewide mill value per high school ANB; and

(b} has a debt service obligation in the ensuing school year on bonds for which the criginal issue
was sold after July 1, 1991,

(6) "Statewide mill value per elementary ANB" or "statewide mill value per high school ANB"

means the sum of the taxable valuation in the previous year of all property in the state, multiplied by 121%

and divided by 1,000, with the quotient divided by the total state elementary ANB count or the total state

high schaol ANB amount used to calcuiate the elementary schoo! districts’ and high school districts’ current

yvear total per-ANB entitiement amounts.

+43{6) "Total school facility entitlement” means the schoel facility entitliement times the total ANB

for the district.”

Section 203. Section 20-9-371, MCA, is amended to read:

"20-9-371. Calculation and uses of school facility entitiement amount. {1) If the district mill value

per elementary ANB or the district mill value per high school ANB is less than the corresponding statewide

mill value per elementary ANB or statewide mill value per high school ANB, the district may receive a state

advance or reimbursement for school facilities in support of the debt service fund.

(2) The state reimbursement for school facilities for a district is the percentage determined in
20-9-346(2)(b) times (1-{district mill value per ANB/statewide mill value per ANB)) times the lesser of the
total school facility entitlement calculated under the provisions of 20-9-370 or the district’'s current year
debt service obligations on bonds that qualify under the provisions of 20-3-37043){4}.

£24{3) The state advance for school facilities for a district is determined as follows:

{a) Geatedlate calculate the percentage of the district’s debt service payme'nt that will be advanced
by the state using the district ANB, the district mill value and the statewide mill value for the current year,
and the percentage used to determine the proportionate share of state reimbursement for school facilities
in the prior years; and

(b} Multiply multiply the percentage determined in subsection {2Ha} (3)(a) by the lesser of the total
school facility entittement calculated under the provisions of 20-9-370 or the district's current year debt
service obligation for bonds to which the state advance applies.

+3}{4) Within the available apprapriation, the superintendent of public instruction shall first
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distribute 10 eligible districts the state advance for school facilities. From the remaining appropriation, the
superintendent shall distribute to eligible districts the state reimbursement for school facilities,

+4H{5) The trustees of a district may apply the state reimbursement for school facilities to reduce
the [evy requirement in the ensuing school fiscal year for all outstanding bonded indebtedness on bonds
sold in the debt service fund of the district after July 1, 1991. The trustees may apply the state advance
for schoaol facilities to reduce the ievy requirement in the current school fiscal year for debt service

payments on bonds to which the state advance for schoo! facilities applies.”

Section 204. Section 20-9-406, MCA, is amended to read:

"20-9-406. Limitations on amount of bond issue. (1) {a) Except as provided in subsection (1}{c),
the maximum amount for which an elementary district or a high school district may become indebted by
the issuance of bonds, including all indebtedness represented by outstanding bonds of previous issues and

registered warrants, is 46% 2.57% of the taxable value of the property subject to taxation to be

ascertained by the last-completed assessment for state; countys and school taxes previous to the incurring

(b) Except as provided in subsection (1){c}, the maximum amount for which a K-12 school district,
as formed pursuant to 20-6-701, may become indebted by the issuance of bonds, including all indebtedness
represented by outstanding bonds of previous issues and registered warrants, is upt6-36% 5.14% of the
taxable value of the property subject to taxation to be ascertained by the last-completed assessment for

state; countys and school taxes previous to the incurring of the indebtedness—plias—forbenrdsto-be-issued
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school district with an attached elementary district must be limited to the sum of 463% 2.57% of the
taxable value of the property for elementary school program purposes and 48% 2.57% of the taxable value
of the property for high school program purposes—adjusted-as-previdedin-thic-seetien.

{c)} (i} The maximum amount for which an elemeniary district or a high school district with a district
mill value per elementary ANB or per high school ANB that is less than the corresponding statewide mill
value per elementary ANB or per high school ANB may become indebted by the issuance of bonds,
including all indebtedness represented by outstanding bonds of previous issues and registered warrarits,
is 46% 2.57% of the corresponding statewide mill value per ANB times 1,000 times the ANB of the district.
For a K-12 district, the maximum amount for which the district may become indebted is 48% 2.57% of the
surn of the statewide mill value per elementary ANB times 1,000 times the elementary ANB of the district
and the statewide mill value per high school ANB times 1,000 times the high schoo! ANB of the district.

{i) If mutually agreed upon by the atfected districts, for the purpose of calculating its maximum
bonded indebtedness under this subsection {1)(c), a district may inciude the ANB of the district plus the
number of students residing within the district for which the district e~eeuwnty pays tuition for attendance
at a school in an adjacent district. The receiving district may not use out-of-district ANB for the purpose
of calculating its maximum indebtedness if the out-of-district ANB has been included in the ANB of the
sending district pursuant to the mutual agreement.

{2) The maximum amounts determined in subsection {1}, however, may not pertain to indebtedness
imposed by special improvement district obligations or assessments against the school district or to bonds
issued for the repayment of tax protests lost by the district. All bonds issued in excess of the amount are
void, except as provided in this section.

{3) When the total indebtedness of a school district has reached the limitations 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.

{4) Whenever bonds are issued for the purpose of refunding bonds, any money to the credit of the
debt service fund for the payment of the bonds to be refunded is applied toward the payment of the bonds

and the refunding bond issue is decreased accordingly.”

Section 205. 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
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district within which a new major industriat facility whieh-seeks-to-qualifyfor-taxation-as-elassfive property

under—1b-6-138, as provided for in subsection {3}, is being constructed or is about to be constructed, the

school district may require

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 46% bond debt limitation prescribed in 20-9-406. Under
such an agreement, the school district may, with the approval of the voters, issue bonds whieh that exceed
the limitation prescribed in this section by a maximum of 48% 2.57 % of the estimated taxabie 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 shalt must 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 shal must be printed on each
baliot 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-preconditionto-qualifying-as-olasstive-preperty, 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 bond debt limitation prescribed in 20-9-406. After the compietion of the new
majar 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 is 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 total amount of the credit shat-as-a-total-ameunt-be is equal 10 the amount whieh that 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 208. Section 20-9-422, MCA, is amended to read:

"20-9-422. Additional requirements for trustees’ resolution calling bond election. {1) In addition
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to the requirements for calfing an election that are prescribed in 20-20-201 and 20-20-203, the trustees’
resolution calling a school district bond election must:

(a} fix the exact amount of the bonds proposed to be issued, which may be more or less than the
amounts estimated in a petition;

(b) fix the maximum number of years in which the proposed bonds would be paid;

(c}) in the case of initiation by a petition, state the essential facts about the petition and its
presentation; and

(d) state the amount of the state advance for school facilities estimated, pursuant to subsection
{2}, to be received by the district in the first school fiscal year in which a debt service payment would be
due on the proposed bonds.

(2} Prior to the adoption of the resolution calling for a3 school bond election, the trustees of a
district may request from the superintendent of public instruction a statement of the estimated amount of
state advance for school facilities that the district will receive for debt service payments on the proposed
bonds in the first schoo! fiscal year in which a debt service payment is due. The district shall provide the
superintendent with an estimate of the debt service payment due in the first school fiscal year. The

superintendent shall estimate the state advance for the bond issue pursuant to 20-9-37163{3)."

Section 207. Section 20-9-439, MCA, is amended to read:

"20-9-439. Computation of net levy requiremant -- procedure when levy inadequate. {1) The
county superintendent shall compute the levy requirement for each school district’'s debt service fund on
the basis of the following procedure:

{a) Determine the total money available in the debt service fund for the reduction of the property
tax on the district by totaling:

(i) the end-of-the-year fund balance in the debt service fund, less any limited operating reserve as
provided in 20-9-438:;

(i} anticipated interest to be earned by the investment of debt service cash in accordance with the
provisions of 20-9-213{4) or by the investment of bond proceeds under the provisions of 20-9-435:

(i} any state advance for school facilities distributed to a qualified district under the provisions of
20-8-346, 20-9-370, and 20-9-371; and

(ivi any other money, including money from federal sources, anticipated by the trustees to be
i Legisiative
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available in the debt service fund during the ensuing school fiscal year from sources such as legally
authorized money transfers into the debt service fund or from rental income, excluding any guaranteed-tax

base-aid state advance and reimbursement for school facilities.

{b) Subtract the total amount available to reduce the property tax, determined in subsection {1){a},
from the final budget for the debt service fund as established in 20-9-438.

(2) The net debt service fund levy requirement determined in subsection {1)(b} must be reported
to the county commissioners on the fourth Monday of August by the county superintendent as the net debt
service fund levy requirement for the district, and a levy must be made by the county commissioners in
accordance with 20-9-142.

{3) If the board of county commissioners fails in any schoo! fiscal year to make a levy for any issue
or series of bonds of a schoo! district sufficient to raise the money necessary for payment of interest and
principal becoming due during the next ensuing school fiscal year, in any amounts established under the
provisions of this section, the holder of any bond of the issue or series or any taxpayer of the district may
apply to the district court of the county in which the school district is located for a writ of mandate to
compel the board of county commissioners of the county to make a sufficient levy for payment purposes.
if, upon the hearing of the application, it appears to the satisfaction of the court that the board of county
commissioners of the county has failed to make a levy or has made a levy that is insufficient to raise the
amount required to be raised as established in the manner provided in this section, the court shall determine
the amount of the deficiency and shall issue a writ of mandate directed to and requiring the board of county
commissioners, at the next meeting for the purpose of fixing tax levies for county purposes, to fix and
make a fevy against all taxable property in the school district that is sufficient to raise the amount of the
deficiency. The levy is in addition to any levy required to be made at that time for the ensuing school fiscal
year. Any costs that may be allowed or awarded the petitioner in the proceeding must be paid by the
members of the board of county commissioners and may not be a charge against the school district or the

county."”

Section 208. Section 20-3-501, MCA, is amended to read:

"20-9-501. Retirement fund -- state aid. (1) The trustees of a district employing personne! who
are members of the teachers’ retirement system or the public employees’ retirement system or who are
covered by unemployment insurance or who are covered by any federal social security system requiring
Q.eeislalive
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employer contributions shall establish a retirement fund for the purposes of budgeting and paying the
employer's contributions to the systems. The district’s contribution for each employee who is a member
of the teachers’ retirement system must be calculated in accordance with Title 19, chapter 20, part 6. The
district’s contribution for each employee who is a member of the public employees’ retirement system must
be calculated in accordance with 19-3-316. The district’s contributions for each employee covered by any
federal social security system must be paid in accordance with federal law and regulfation. The district’s
contribution for each employee who is covered by unemployment insurance must be paid in accordance
with Title 39, chapter 51, part 11.

(2) The trustees of a district required to make a contribution to a system referred to in subsection
{1} shall include in the retirement fund of the preliminary budget the estimated amount of the employer’s
contribution. After the final retirement fund budget has been adopted, the trustees shall pay the empioyer
contributions to the systems in accordance with the financial administration provisions of this title.

{3} When the final retirement fund budget has been adopted, the county superintendent shall
establish thelewy—roguirerment the amount of state obligation by:

{a) determining the sum of the money available to reduce the retirementtundlovy—reguirerrent

amount of the state obligation by adding:

#v3(i) any fund balance available for reappropriation to reduce the state financial obligation in

subsection (4). as The fund balance available for reappropriation is determined by subtracting the amount
of the end-of-the-year fund balance earmarked as the retirement fund operating reserve for the ensuing
school fiscal year by the trustees from the end-of-the-year fund balance in the retirement fund. The
retirement fund operating reserve may not be more than 35% of the final retirement fund budget for the
ensuing school fiscal year and must be used for the purpose of paying retirement fund warrants issued by

the district under the final retirement fund budget.
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+vitlii] any other revenue anticipated that may be realized in the retirement fund during the ensuing
school fiscal year—exeidding-any-guaranteedtax-base-aid:;

{b) nerwithstandirgthe-provisions-efsubseotion{8}; subtracting the money available for reduction
of the levy-requiroment state obligation, as determined in subsection (3}){a), from the budgeted amount for
expenditures in the final retirement fund budget.

(4) The county superintendent shall:

{a) total the net retirement fund lewy—requirerrents requirement for state aid separately for all

glementary school districts, jncluding any joint district located in the county, for all high school districts,

and for all community coliege districts of the county, including any prorated-joint—gistriet—of special

education cooperative agreement fewy requirements; and

(b) report eachlevyrequirerment the amount of the state gbligation to the eounRty-commMHSSIORers
superintendent of public instruction in the same manner as provided in 20-9-134 eathe-fsurth-Monday-of

August as the respective county lewy requirements for elementary district; and high school district;

retirement funds and report to the board of regents in the same manner as provided in 20-9-134 the amount

of the state obligation for community college district retirement funds.

{B) The superintendent of public instruction shall distribute the state retirement equalization aid to

each school district in accordance with the distribution schedule contained in 20-9-344(5).
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Section 209. Section 20-9-515, MCA, is amended to read:

"20-9-515. Litigation reserve fund. {1} The trustees of a schoal district may establish a litigation
reserve fund only when litigation that is pending against the district could result in an award against the
district.

(2) At the end of each school fiscal year, the trustees of a district may transfer money from the
general fund, within the adopted budget, to establish the fund.

{3] Upon conclusion of litigation, the balance of the money in the fund reverts to the general fund
and must be used to reduce the district's general fund BASE over-BASE budget levy requirement computed

pursuant to 20-9-141."

Section 210. Section 20-10-104, MCA, is amended to read:

"20-10-104, Penalty for violating law or rules. (1} Every Each district; and its trustees and
employees; and every each person under a transportation contract with a district shal-be is subject to the
pclicies prescribed by the board of public education and the rules prescribed by the superintendent of public
instruction. When a district knowingly violates a transportation law or board of public education
transportation policy, sweh the district shall forfeit any reimbursement otherwise payable under 20-10-145
apd-20-10-446 for bus miles actually traveled during that fiscal year in violation of sueh the law or policies.
The county superintendent shall suspend all sueh reimbursements payable to the district until the district
corrects the violation. When the district corrects the violation, the county superintendent shall resume
paying reimbursements to the district, but the amount forfeited may not be paid to the district.

{2) When a-perser-operating an_operator of a bus under contract with a district knowingly fails to
comply with the transportation law or the board of public education transportation policies, the district may
not pay ki the operator for any bus miles traveled during the contract year in violation of sueh the law

or policies. Upon discovering sueh a violation, the trustees of the district shall give written natice to the
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persen gperator that unless the violation is corrected within 10 days of the giving of notice, the contract
will be canceled. The trustees of a district shall aorder the operation of a bus operated under contract
suspended when the bus is being operated in violation of transportation law or policies and the trustees find

that sweb the violation jeopardizes the safety of pupils.”

Section 211. Section 20-10-141, MCA, is amended to read:

"20-10-141. Schedule of maximum reimbursement by mileage rates. (1) The following mileage
rates for school transportation constitute the maximum reimbursement to districts for school transportation
from state ard-eeunty sources of transportation revenue under the provisions of 20-10-145 ard20-10-146.
Fhese Except as provided in 20-10-143, these rates may not limit the amount that a district may budget
in its transportation fund budget in order to provide for the estimated and necessary cost of school
transportation during the ensuing school fiscal year. All bus miles traveled on bus routes approved by the
county transportation committee are reimbursable. Nonbus mileage is reimbursable for a vehicle driven by
a bus driver to and from an overnight location of a school bus when the location is more than 10 miies from
the school. A district may approve additional bus or nonbus miles within its own district or approved service
area but may not claim reimbursement for the mileage. Any vehicle, the operation of which is reimbursed
tor bus mileage under the rate provisions of this schedule, must be a school bus, as defined by this title,
driven by a qualified driver on a bus route approved by the county transportation committee and the
superintendent of public instruction.

(2) The rate per bus mile traveled must be determined in accordance with the following schedule
when the weighted ridership assigned to a bus route is not less than one-half of the rated capacity of the
school bus:

(a) 8b cents per bus mile for a school bus with a rated capacity of not more than 45 passenger
seating positions; and

(b} when the rated capacity is more than 45 passenger seating positions, an additional 2.13 cents
per bus mile for each additional passenger seating position in the rated capacity in excess of 45 must be
added to a base rate of 85 cents per bus miie.

{3} Reimbursement for nonhus mileage provided for in subsection (1) may not exceed 50% of the
maximum reimbursement rate determined under subsection (2).

(4) When the weighted ridership assigned to a bus route is less than one-half of the rated capacity
I Legisiative
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of the school bus, the rate per bus mile traveled must be computed as follows:

(a} determine the weighted ridership assigned to the bus route;

(b} roultiply the number determined in subsection (4)(a) by two; and

(c) use the adjusted rated capacity determined in subsection (4){b) as the rated capacity of the bus
to determine the rate per bus mile traveled from the rate schedule in subsection (2},

(5) The rated capacity is the number of passenger seating positions of a school bus as determined
under the policy adopted by the board of public education. If modification of a school bus to accommeodate
pupils with disabilities reduces the rated capacity of the bus, the reimbursement to a district for pupil
transportation is based on the rated capacity of the bus prior to modification.

{6) The number of pupils riding the school bus may not exceed the passenger seating positions of

the bus."

Section 212. Section 20-10-142, MCA, is amended to read:

"20-10-142. Schedule of maximum reimbursement for individual transportation. The following
rates for individual transportation constitute the maximum reimbursement to districts for individual
transportation from state apd-aeunty sources of transportation revenue under the provisions of 20-10-145
and-20-10-148. These rates constitute the limitation of the budgeted amounts for individual transportation
for the ensuing school fiscal year. The schedules provided in this section may not be altered by any
authority other than the legislature. When the trustees contract with the parent or guardian of any eligible
transportee to provide individual transportation for each day of school attendance, they shall reimburse the
parent or guardian for actual miles transported on the basis of the following schedule:

{1) When a parent ar guardian transports an eligible transportee or transportees from the residence
of the parent or guardian to a school or to schools located within 3 miles of one another, the total
reimbursement per day of attendance is determined by muitiplying the distance in miles between the
residence and the school, or the most distant school if more than ane, by 2, subtracting 6 miles from the
product, and multiplying the difference by 21.25 cents, provided that;

(a) if two or more eligible transportees are transported by a parent or guardian to two or more
schools located within 3 miles of one another and if the schools are operated by different school districts,
the total amount of the reimbursement must be divided equally between the districts;

{b} if two or more eligible transportees are transported by a parent or guardian 10 two or more
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schools located more than 3 miles from one another, the parent or guardian must be separately reimbursed
tor transporting the eligible transportee or transportees to each school,

{c) if a parent transports two or more eligible transportees to a school and a bus stop that are
located within 3 miles of one anather, the total reimbursement must be determined under the provisions
of this subsection and must be divided equally between the district operating the school and the district
operating the bus;

(d) if a parent transporting two or more eligible transportees to a school or bus stop must, because
of varying arrival and departure times, make more than one round-trip journey to the bus stop ar school,
the total reim_bursement allowed by this section is limited to one round trip per day for each scheduled
arrival or departure time;

{e) notwithstanding subsection (1})(a), {1)(b}, (1){c}, or {1}{d), areimbursement may not be less than
25 cents a day.

{2} When the parent or guardian transports an eligible transporiee or transportees from the
residence to a bus stop of a bus route approved by the trustees for the transportation of the transportee
or transportees, the total reimbursement per day of attendance is determined by multiplying the distance
in miles between the residence and the bus stop by 2, subtracting 6 miles from the product, and multiplying
the difference by 21.25 cents, provided that:

{a) if the eligible transportees attend schools in different districts but ride on one bus, the districts
shall divide the total reimbursement equally; and

(b) if the parent or guardian is required to transport the eligible transportees to mare than one bus,
the parent or guardian must be separately reimbursed for transportation to each bus.

(3) When, because of excessive distances, impassable roads, or other special circumstances of
isolation, the rates prescribed in subsection (1) or (2} would be an inadeguate reimbursement for the
transportation costs or would result in a physical hardship for the eligible transportee, a parent or guardian
.may request an increase in the reimbursement rate. A request for increased rates because of isolation must
be made by the parent or guardian on the contract for individual transpertation for the ensuing school fiscal
year by indicating the speciat facts and circumstances that exist to justify the increase. Before an increased
rate because of isolation may be paid to the requesting parent or guardian, the rate must be approved by
the county transportation committee and the superintendent of public instruction after the trustees have

indicated their approval or disapproval. Regardless of the action of the trustees and when approval is given
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by the committee and the superintendent of public instruction, the trustees shall pay the increased rate
because of isolation. The increased rate is 1 1/2 times the rate prescribed in subsection (1).

(4) The state and-eeunty transportation reimbursement for an individual transportation contract
may not exceed $8 per day of attendance for the first eligible transportee and $5 per day of attendance
for each additional eligible transportee.

{5) When the isolated conditions of the household where an eligible transportee resides require an
eligible transportee to live away from the household in order to attend school, the eligible transportee is
eligible for the room and board reimbursement. Approval to receive the room and beoard reimbursement must
he obtained in the same manner prescribed in subsection {3}). The per diem rate for room and board is $8
for one eligible transportee and $5 for each additional eligible transportee of the same household.

{6) When the individual transportation provision is to be satisfied by supervised home study or
supervised correspondence study, the reimbursement rate is the cost of the study, provided that the course

of instruction is approved by the trustees and supervised by the district.”

Section 213. Section 20-10-143, MCA, is amended to read:
"20-10-143. Budgeting for transportation and transmittal of transportation contracts --

transportation fund limitations, (1) Fse Except as provided in subsection (2), the trustees of a district

furnishing transportation to pupils who are residents of the district shall provide a transportation fund
budget that is adequate to finance the district's transportation contractual obligations and any other
transportation expenditures necessary for the conduct af its transportation program. The transportation fund
budget must include:

{a) an adequate amount to finance the maintenance and operation of district cwned and operated
school buses;

(b) the annual contracted amount for the maintenance and operation of school buses by a private
party;

{c} the annual contracted amount for individual transportation, including any increased amount
because of isolation, which may not exceed the schedule amounts prescribed in 20-10-142;

{d} any amount necessary for the purchase, rental, or insurance of school buses; and

{e} any other amount necessary to finance the administration, operation, or maintenance of the
transportation program of the district, as determined by the trustees.
:;ngislaﬁve
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(2) The overschedule amount in the transportation fund budget of a district may not exceed the

overschedule amount of expenditures from the transportation fund for school fiscal year 1997, except that

the superintendent of public instruction may approve a reguest to _exceed the budget limitation if an

emergency or unusual circumstance occurs, as prescribed in ruies adopted by the superintendent of public

instruction.

(3] The trustees may include a contingency amount in the transportation fund budget for the
purpose of enabling the district to fuifill an obligation to provide transportation in accordance with this title
for:

{a} pupils not residing in the district at the time of the adoption of the preliminary budget and who
subsequently became residents of the district during the school fiscal year; or

{b) pupils who have become eligible transportees since the adoption of the preliminary budget
because their legal residence has been changed. The budgeted contingency amount may not exceed 10%
of the transportation schedule amount as calcuiated under the provisions of 20-10-141 and 20-10-142 for
all transportation services authorized by the scheduies and provided by the district uniess 10% of the
transportation schedule amount is less than $100, in which case $100 is the maximum limitation for the
budgeted contingency amount.

+334) A budget amendment to the transportation fund budget may be adopted subject to the
provisions of 20-9-161 through 20-9-166.

+4{5) The transportation fund budgeted expenditures appropriated by the trustees must be
reported on the regular budget form prescribed by the superintendent of public instruction in accordance
with 20-9-103, and the adoption of the transportation fund budget must be completed in accordance with
the schoo! budgeting laws. When the adopted preliminary budget is sent to the county superintendent, the
trustees shall also send copies of all completed transportation contracts for school bus transportation and
individual transportation to the county superintendent. The contracts must substantiate all contracted
transpartation services incorporated in the preliminary budget, and after the county superintendent has

utilized the contracts for that purpose but before the fourth Monday of July, ke the county superintendent

shall send all transportation contracts received to the superintendent of public instruction. When the county
superintendent determines a deviation between the preliminary transportation fund budget amount for
contracted transportation services and the contracied amount for the services, bhe the county

superintendent shail immediately call the deviation to the attention of the apprapriate trustees and shall
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allow the trustees to change the preliminary budgeted amount to compensate for the deviation.”

Section 214. Section 20-10-144, MCA, is amended to read:

"20-10-144. Computation of revenue and net tax levy requirements for district 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 county
superintendent shall compute the revenue for each district on the following basis:

{1} The "schedule amount” of the preliminary budget expenditures that is derived from the rate
schedules in 20-10-141 and 20-10-142 must be determined by adding the foliowing amounts:

(a) the sum of the maximum reimbursable expenditures for all approved schoal bus routes
maintained by the district (to determine the maximum reimbursable expenditure, muitiply 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 the district); plus

(b} the total of all individual transportation per diem reimbursement rates for the district as
determined from the contracts submitted by the district muitiplied 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 that if the amount exceeds 10% of the total of subsections (1}{a), (1){b), and (1)(c),

the trangportation fund budget limitation provided for in 20-10-143, or $100, whichever is larger, the

contingency amount on the preliminary budget must be reduced to the limitation amount and used in this
determination of the schedule amount; plus

(e} any estimated costs for transporting & chiid out of district when the child has mandatory
approval to attend school in a district outside the district of residence.

(2) +& The schedule amount determined in subsection (1) or the total preliminary transportation

fund budget, whichever is smaller, is-divided-by—2-and is used to determine the available state and-eeurby
revenue 10 be budgeted en-thefollowing-basis:
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{b}(3) When the district has a sufficient amount of cash for reappropriation and other sources of
district revenue, as determined in subsection {3} (4], to reduce the total district obligation for financing to

zero, any remaining amount of district revenue and cash reappropriated must be used to reduce the-ceurty

the state financial

obligation in 20-10-145,

{34{4) The total of the money available for the reduction of property tax on the district for the
transportation fund must be determined by totaling:

(a) anticipated federal money received under the provisions of Titie | of Public Law 81-874 or other
anticipated federal money received in lieu of that federal act;

{b) anticipated payments from other districts for providing school bus transportation services for
the district;

{c} anticipated payments from a parent or guardian for providing school bus transportation services
for a child;

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

{e) anticipated or reappropriated revenue from property taxes and fees imposed under 23-2-517,
23-2-803, 61-3-504(2), 61-3-521, 61-3-527, 61-3-b37, and 67-3-204;

(f) anticipated revenue from coal gross proceeds under 15-23-703;

{g) anticipated oil and natural gas production taxes;

{h)} anticipated iocal government severance tax payments for calendar year 1995 production;

(i) anticipated sales tax and use tax revenue distributed under [section 232];

{{) anticipated transportation payments for out-of-district pupils under the provisions of 20-5-320

through 20-5-324;
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(k) any other revenue anticipated by the trustees to be earned during the ensuing school fiscal
year that may be used to finance the transportaticn fund; and

Ha(l) any fund balance available for reappropriation as determined by subtracting the amount of
the end-of-the-year fund balance earmarked as the transportation fund operating reserve for the ensuing
school fiscal year by the trusteeé from the end-of-the-year fund balance in the transportation fund. The
operating reserve may not be more than 20% of the final transportation fund budget for the ensuing schoo!
fiscal year and is for the purpose of paying transportation fund warrants issued by the district under the
final transportation fund budget.

#3{5) The district levy requirement for each district’s transportation fund must be computed by:

(a) subtracting the schedule amount calculated in subsection (1) from the total preliminary
transportation budget amount; and

{b) subtracting the amount of money avaitable to reduce the property tax on the district, as
determined in subsection 3+ (4], from the amount determined in subsection +4Ha} (5){a).

{6}{6) The transportation fund levy requirements determined in subsection 4} (5) for each district
must be reported to the county commissioners on the fourth Monday of August by the county
superintendent as the transportation fund levy requirements for the district, and the levy must be made by

the county commissioners in accordance with 20-9-142."

Section 215. Section 20-10-145, MCA, is amended to read:

"20-10-145. Statetransportationreimbursement. (1) A district providing school bus transportation
or individual transportation in accordance with this title, board of public education transportation policy,
and superintendent of public instruction transportation rules must receive a state reimbursement of its
transportation expenditures under the transportation reimbursement rate provisions of 20-10-141 and
20-10-142. The state transportation reimbursement is ene-hai¥ 100% of the reimbursement amounts
established in 20-10-141 and 20-10-142 or ere-half 100% of the district’s transportation fund budget,
whichever is smaller, and must be computed on the basis of the number of days the transportation services
were actually rendered, not to exceed 1BO pupil-instruction days. Iin determining the amount of the state
transportation reimbursement, an amount claimed by a district may not be considered for reimbursement
unless the amount has been paid in the regular manner provided for the payment of other financial
obligations of the district.
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{2} Requests for the state transportation reimburse.ment mﬁst be made by each district
semiannually during the school fiscal year on the claim forms and procedure promulgated by the
superintendent of public instruction. The claims for state transportation reimbursements must be routed by
the district to the county superintendent, who after reviewing the claims shall send them to the
superintendent of public instruction. The superintendent of public instruction shall establish the validity and
accuracy of the claims for the state transportation reimbursements by determining compliance with this
title, board of public education transportation policy, and the transportation rules of the superintendent of
public instruction. After making any necessary adjustments to the claims, the superintendent ot public
instruction shall order a disbursement from the state money appropriated by the legislature of the state of
Montana for the state transportation reimbursement. The payment of all the district’s claims within one
county must be made to the county treasurer of the county, and the county superintendent shall apportion
the payment in accordance with the apportionment order supplied by the superintendent of public

instruction.”

Section 216. Section 20-15-305, MCA, is amended to read:

"20-15-305. Adult education tax levy. A community college shall must be considered a district
for the purposes of adult education and under the provisions for adult education may levy & 3w Q.06 mill
tax for the support of its adult education program when the superintendent of public instruction approves

saeh the program.”

Section 217. Section 20-15-311, MCA, is amended to read:

"20-15-311. Funding sources. The annual operating budget ot a community college district shaH
must be financed from the following sources:

{1} the estimated revenwes revenue to be realized from student tuition and fees, except those
related to community service courses as defined by the board of regents;

: | " . Letriot:

£3+{2) the 3l 0.06-mill aduit education levy authorized under provisions of 20-15-305;

{44{3) the state general fund appropriation;

{6+(4) an optional voted levy on the community callege district that shal must be submitted to the

electorate in accordance with general school election laws;
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+63{5) all other income, revenue, balances, or reserves not restricted by a source outside the
community coliege district to a specific purpose;

+4(6) income, revenue, balances, or reserves restricted by a source outside the commmunity college
district to a specific purpose. Student fees paid for community service courses as defined by the board of
regents shal must be considered restricted to a specific purpose;

8}{7) income from a political subdivision that is designated a cormmmunity college service region
under 20-15-241; and

(B! sales tax and use tax revenue distributed under |section 232]."

Section 218. Section 20-15-312, MCA, is amended to read:

"20-15-3t2. Calculation and approval of operating budget. {1) Annually by June 15, the board
of trustees of a community college shall submit an operating budget to the board of regents for their
review. The operating budget of the community college must be financed in the following manner:

(a} The general fund appropriation must represent a specific percentage of the budget amount per
full-time equivalent student, as determined by the legislature. This percentage must be specified in the
appropriations act appropriating funds to the community colleges for each biennium. This percentage does
not apply to any portion of the unrestricted budget in excess of the budget amount per full-time equivalent

student, as determined by the legislature.

+e}{b) The funding obtained in subseetiens subsection (1){a) ard43Hb} plus the revenue derived

from tuition and fee schedules approved by the board of regents and unrestricted income from any other
source is the amount of the unrestricted budget. A detailed expenditure schedule for the unrestricted
budget must be submitted to the board of regents for their review and approval.

{di{c] The amount estimated to be raised by the voted levy must be detailed separately in an
expenditure schedule.

te¥{d) The spending of each restricted funding source shaH must be detsiled separately in an
expenditure schedule,

el Theexpenditure schedules provided in subsections {H4e} (1}(b) through {3+e+ (1)(d) represent
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the total operating budget of the community college.
{2) The board of regents shall review the proposed total operating budget and all its components
and make any changes it determines necessary. The board of trustees of a community college district shall

operate within the limits of the operating budget approved by the board of regents.”

Section 219. Section 20-15-313, MCA, is amended to read:

"20-15-313. Tax levy. On the second Monday in August, the board of county commissioners of
any county where a community college district is located shall fix and levy a tax on all the real ard-personal
property within the community college district at the rate required to finance the mandatery—miltawy
preseribad--by—substotion—HHblof20-16-312—and—the voted levy prescribed by subsestion—{B}l-oi
20-15-31114) if one has been approved by the voters. When a community college district has territory in
more than one county, the board of county commissioners in each county shali fix and levy the community
college district tax on all the real and-persenat property of the community college district situated in its

county."

Section 220. Section 20-15-314, MCA, is amended to read:

"20-15-314. Tax levy for community college service region. A governing body designating a
community college service region as provided in 20-15-241 may levy a tax on all real and-persenal property
within the region at a rate required to finance the services offered by a community college district for the
region. The levy is in addition 10 any other levies allowed by law and is not subject to any statutory or
charter limitations on levies. The levy must be made at the same time and in the same manner as the
general levy of the political subdivision designating the region is made, and the reverues revenue generated
thereby from the levy must be collected at the same time and in the same manner. Within 30 days of
collection, the appropriate reverdss revenue must be transmitted to the participating community college

district.”

Section 221. Section 33-7-410, MCA, is amended to read:
"33-7-410. Taxation. {1} A society organized or licensed under this chapter is a charitable and
benevolent institution, and all of its funds are exempt from all state, county, district, municipal, and school

taxes ather than taxes on real estate and-oHiee—equipment and sales taxes and use taxes as provided in
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subsection {2).
(2) (a) To the extent that sales are generated from ongoing business operations of the society, the
sales of a society organized or licensed under this chapter are subiect to the sales tax and use tax pursuant

10 [sections 1 through 62], to a resort tax_ imposed under 7-6-4464, and to a resort area tax imposed under

7-6-4468.
(b} Dues paid by members of the society and isclated or occasional sales, as described in [section

19], of the saciety are exempt from taxation.”

Section 222, Section 35-18-503, MCA, is amended to read:

"35-18-503. Annual fee to department of revenue —exemptionfrom-other-taxes. Cooperatives
and foreign corporations transacting business in this state pursuant to the provisions of this chapter shall
pay annually, on or before July 1, to the department of revenue a fee of $10 for each 100 persons or
fractions thereet gf that number to whom electricity or telephone service was supplied during the previous

calendar year within the state ard

Section 223. Section 53-2-322, MCA, is amended to read:

"63-2-322. County to levy taxes, budget, and make expenditures for public assistance activities.
{1) The board of county commissioners in each county shall levy 33-B—mils 0.80 mijll for the county poor
fund as provided by law or so much of that amount as may be necessary. The board may levy up to an
additional 3-2+nits Q.71 mill if approved by the voters in the county. A county shall levy a sufficient mills
amount to reimburse the state for any administrative or operational costs in excess of the administrative
and operational costs for the previous fiscal year. The department of public health and human services shall
notify the counties of the rumberef-ills amount required to be levied. Once an additional levy has been
approved, the amount of the approved levy may cantinue to be levied without voter approval.

(2) The board shall budget and expend se-mueh-of the funds in the county poor fund for:

(a) public assistance as necessary to reimburse the department for the county's proportionate share
of the administrative costs and of all public assistance costs:

(b} salaries, travel expenses, and indirect costs, as provided in 52-1-110, of protective services

employees of the department; and
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{c) the county's proportionate share of any other public assistance activity that may be carried on
jointty by the state and the county.

{3) The amounts set up in the budget for the reimbursements to the department must be sufficient
to make all of these reimbursements in full. The budget must make separate provision for each public
assistance activity and for salaries, travel expenses, and indirect costs for protective services activities of
the department. Proper accounts must be established for the funds for all the activities.

(4) The department shall submit to the counties, no later than May 10, the most current county
participation percentages that are necessary to establish preliminary county budgets. As scon as the county
proposed budget provided for in 7-6-2315 has been agreed upon, a copy must be mailed to the department,
and at any time before the final adoption of the budget, the department shall make recommendations with
regard to changes in any part of the budget relating to the county poor fund as considered necessary in
order to enable the county to discharge its obligations under the public assistance laws.

{5} The department shall promptly examine the county proposed budget in order to ascertain if the
amounts provided for reimbursements to the department are likely to be sufficient and shall notify the
county clerk of its findings. The board shall make changes in the amounts provided for reimbursements,
if any are required, in order that the county will be able to make the reimbursements in full.

(6) The board of county commissioners may not make any transfer from the amounts budgeted
for reimbursing the department without having first obtained a statement in writing from the department
to the effect that the amount to be transferred will not be required during the fiscal year for the purposes
for which the amounts were provided in the budget.

{7} The county poor fund, irrespective of the source of any part of the fund, may not be used
directly or indirectly for the erection or improvement of any county building so long as the fund is needed
for paying the county’s proportionate share of public assistance and protective services, as described in
52-1-110Q, or its proportionate share of any other public assistance activity that may be carried on jointly
by the state and the county. Expenditures for improvement of any county buildings used directly for care
of the poor, except a county hospital or county nursing home, may be made ocut of money in the county
poor fund, whether the money was produced by the mill levy provided for in subsection {1) or from any
additional levy authorized by law. The expenditure may be authorized only when any county building used
for the care of the poor must be improved in order to meet legal standards required for the building by the
department and when the expenditure has been approved by the department.
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{8) Money in the county poor fund may be used as matching funds for the receipt of federal

money."

Section 224. Section 53-2-801, MCA, is amended to read:

"53-2-801. Purpose. The purpose of this part is to provide for the department of public health and
human services to assume all responsibilities for public assistance programs and for protective services for
children and adults that, as of July 1, 1983, are provided by the counties pursuant to Titles 41 and 53. The
assumption may become effective only at the option and with the express consent of each individual
county requesting state assumption. State assumption allows counties to pay the state the proceeds from
the 8-mil 0.53-mill levy provided for in 53-2-813 rather than an amount based on the actual cost of
providing public assistance and protective services in the county. Counties that opt for state assumption
may provide other optional services for indigents with money available from funds derived from the
ditference between the 8-milt 0.53-mill levy and the maximum amount of +3-B-raills .80 mill permitted by
53-2-322."

Section 225. Section 53-2-813, MCA, is amended to read:

"53-2-813. Mill levy for counties transferring public assistance and protective services. (1) For
the purpose of this part, 8—mills 0.53 mill must be levied annually in those counties opting for state
assumption.

{2) For a county electing state assumption, the proceeds of the mill ievy established in subsection
(1) must be deposited in the state special revenue fund in the state treasury to the credit of the department

of public health and human services."

Section 226. Section 61-3-208, MCA, is amended to read:;

"61-3-208. Affidavit and bond for certificate. (1} If an applicant for a motor vehicle certificate of
title cannot provide the department with a certificate of title transferred to the applicant, the department
may issue a certificate of title for the vehicie if the applicant furnishes an affidavit in a form prescribed by
the department,

{2) The affidavit must be signed and sworn to before an officer authorized 1o administer oaths and

affirmatiens. The affidavit must accompany the application for the certificate of titie and include:
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{a) the facts and circumstances through which the applicant acquired ownership and possession
of the motor vehicle; |

(b) information as required by the department to enable it to determine what security interests,
liens, and encumbrances against the motor vehicle, if any, are outstanding against the motor vehicle;

{c} the date and the amount secured by the security interests, liens, and encumbrances, if any; and

(d) a statement that the applicant has the right to have a certificate of title issued.

{3} If after examination of the application, affidavit, and any other evidence the department
determines that a certificate of title for the motor vehicle should be issued to the applicant, the department
shall require the applicant to file with the department a good and sufficient bond before issuing the
certificate of title. The bond must be:

(a) in an amount egual to the value of the motor vehicle as determined under the provisions of
61-3-50344He} for the year in which the appiication {for certificate of titie is made;

(b} conditioned to indemnify a prior owner, lienholder, subsequent purchaser, secured creditor, or
encumbrancer of the motor vehicle, and any respective successors in interest, against expenses, losses,
or damages caused by the issuance of the certificate or by a defect in or undisclosed security interest upon
the right, title, and interest ot the applicant in the motor vehicle; and

(c) issued by a surety company authorized to do business in the state.

(4) Any interested person has a right of action to recover on the bond for a breach of its
conditions, but the aggregate liability of the surety to all persons may not exceed the amount of the bond.

{5) Unless the department has been notified of a pending action to recover the bond, the
department shall return the bond at the earlier of:

(a) 3 years from the date of issuance of the certificate of titie; or

{b) the date of surrender of the valid certificate of title to the department if the vehicle is no longer

registered in this state.”

Section 227. Section 61-3-301, MCA, is amended to read:

"61-3-301. Registration -- license plate required -- display. {1) Except as otherwise provided in
this chapter, #e a person may not operate a motor vehicle upon the public highways of Montana unless the
vehicle is properly registered and has the proper number plates conspicuously displayed, one on the front

and one on the rear of the vehicle, each securely fastened to prevent it from swinging and unobstructed
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from plain view, except that trailers, semitrailers, quadricycles, motorcycles, and vehicles authorized in
61-4-102(6) to display demonstrator plates may have but only one number plate conspicuously displayed
on the rear. Ne A person may not display on a vehicle at the same time a number assigned to it under any
motor vehicle law except as provided in this chapter. A junk vehicle, as defined in Title 75, chapter 10, part
B. being driven or towed to an auto wrecking graveyard for disposal is exempt from the provisions of this
section.

{2) Ne A person may not purchase or display on a vehicle a license plate bearing the number
assigned to any county as provided in 61-3-332 other than the county of his the person’s permanent
residence at the time of application for registration. However, the owner of any motor vehicle requiring a
license plate on any motor vehicle used in the public transportation of persons or property may make
application for the license in any county through which the motor vehicle basses in its regularly scheduled
route, and the license plate issued bearing the number assigned to that county may be displayed on the
motor vehicle in any other county of the state.

(3) It is unlawful to use license plates issued to one vehicie on any other vehicle, trailer, or
semitrailer unless legally transferred as provided by statute, or to repaint old license plates to resemble
current license plates.

{4} This section does not apply to a vehicle exemptiromtaxationurder1+6-6-216-ef that is subject
to texation—uhder the provisions of 61-3-520.

{b} Any person violating these provisions is guilty of a misdemeanor and subject 1o the penalty

prescribed in 61-3-601."

Section 228. Section 61-3-303, MCA, is amended to read:

"61-3-303. Application for registration. {1) Each owner of a motor vehicle operated or driven upon
the public highways of this state shall for each motor vehicle owned, except as otherwise provided in this
section, file or cause to be filed in the office of the county treasurer in_the county where the owner
permanently resides at the time of making the application or, if the vehicle is owned by a corporation or
used primarily for commercial purposes, in the taxing jurisdiction of the county where the vehicle is
permanently assigned, an application for registration or reregistration upon a blank form to be prepared and
furnished by the department. The application must contain:

(a) name and address of owner, giving county, school district, and town or city within whose
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corporate limits the motor vehicle is taxable, if taxable, or within whose corporate limits the owner's
residence is located if the motor vehicle is not taxable;

(b} name and address of the holder of any security interest in the motor vehicle;

{c) description ot motor vehicle, including make, year model, engine or serial number,
manufacturer’'s model or letter, gross weight, declared weight on all trucks for which the rated capacity is
1 ton or less, and type of body and, if a truck, rated capacity;

{d) declared weight on all trailers operating intrastate, excepf trave! traiters or trailers and
semitrailers registered as provided in 61-3-711 through 61-3-733; and

{e} other information that the department may require.

(2) A person who files an application for registration or reregistration of a motor vehicle, except
ot a mobile home as defined in 15-1-101(1), shall upon the filing of the application pay to the county
treasurer:

{a} the registration fee, as provided in 61-3-311 and 61-3-321 or 61-3-456; and

{b) except as provided in 61-3-456, erunless—it—has—been—previousiy—paie¢ whichever of the

following taxes is_applicable:

{i) the porsonalpreperty motor vehicle taxes assessed against the vehicle for the current year of

registration and the immediately previous year; of

{ii) the sales tax on_new motor vehicle-sales-tax-agatrstthevehiele vehicles imposed by 61-3-502

for the current year of registration;_or

liii) the sales tax or use tax imposed by [section 232].

{3) The application may not be accepted by the county treasurer unless the payments required by
subsection (2) accompany the appiication. The department efrevese may not assess and the county
treasurer may not collect taxes or fees for a period other than:

(&) the current year; and

(b} the immediately previous year if the vehicle was not registered or operated on the highways
of the state, regardless of the period of time since the vehicle was previously registered or operated.

(4) The department ef+revense may make full and complete investigation of the tax status of the
vehicle. An applicant for registration or reregistration shall submit proof from the tax or other appropriate

records of the proper county at the request of the department etrevenue."
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Section 229. Section 61-3-317, MCA, is amended to read:

"61-3-317. New registration required for transferred vehicle -- sales tax and use tax-- grace period

-- penalty -- display of proof of purchase. Except as otherwise provided hereia in_this section, the new
owner of a transferred motor vehicle skal-have has a grace period of 20 calendar days from the date of

purchase to make application and pay the taxes-erfees—or-both: sales tax or use tax provided by part &

of this chapter, urless-the in addition to any motor vehicle tax or fee in liey of tax that has been paid for

the year, as if the vehicle were being registered for the first time in that registration year. If the motor
vehicle was not purchased from a duly licensed motor vehicle dealer as provided in this chapter, it is not
a violation of this chapter or any other law for the purchaser to operate the vehicle upon the streets and
highways of this state without a certificate of registration during the 20-day period, provided that at ail
times during that period a vehicle purchase sticker in a form prescribed and furnished by the department,
obtained from the county treasurer or a law enforcement officer as authorized by the department, reciting
the date of purchase is clearly displayed in the rear window of the motor vehicle. Registration and license
fees collected under 61-3-321 are not required to be paid when a license plate is transferred under #his

secton-aid 61-3-335 and this section. However, the transfer may be subject to the sales tax or use tax

provided by part 5 of this chapter. Failure to make application within the time provided berein in this section

subjects the purchaser to a penalty of $10. The penalty shall must be collected by the county treasurer at

the time of registration and shaltbe is in addition to the fees otherwise provided by law."

Section 230. Section 61-3-601, MCA, is amended to read:
"61-3-501. When vehicle taxes and fees are due. (1} Preperty Motor vehicle taxes, new car taxes,

sales taxes or use taxes, 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, prepesty motor_vehicle taxes abate on sueh the vehicle

properiy reported with the departmentef+evende county treasurer until the vehicle is sold and thereafter

after the sale, 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 thergon-shall must be prorated and paid from the last day of the old period until the first day of the new
period in which the vehicle shat-be is regisfered. TFhereattes The 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
'{Le ivlative
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period, taxes and fees shall must be prorated and paid based on the same tax year as the original

registration period. Fhereafter After the change, during the appropriate anniversary registration period, each

vehicle shal must again registererFroregister be registered or reregistered and shal-pay all taxes and fees
due thereer must be paid for a 12-month period.”

Section 231. 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 al sales of new motor vehicles, excluding vehicles

with a gross vehicle weight in excess of 46,000 pounds used exclusively in interstate commerce, trailers,

semitrailers, and housetrailers, for which a license is sought and an original application for title is made. The
tax must be paid by the purchaser when the purchaser applies for an original Montana license through the
county treasurer. For purposes of this section, "new motor vehicle” means a new motor vehicle for which
original registration is sought or a motor vehicle previously furnished without charge by a dealer to a school
district for use in a state-approved traffic education program, whether or not titled by the dealer or the
school district, and for which original registration is sought.

(2) Execeptasprovidedinsubsections-{4}-and-{b}-the The sales tax is:

a—-1+-H2% 4% of the f-o-b—fastorylist-pries-ori-o-b-port-ei-entry-Hist sales price, as defined in

isection 1]. durirg-the-tirstguarter—oi-the year-or for-aregistration—period-etherthana-calerdaryearof

+6+H3) The proceeds from this the tax imposed under this section, after the county treasurer has
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deducted 2% of the taxes collected to pay for the cost of administration, must be remitted to the state

treasurer every 30 days for credit,_as follows:

{a} _37.5% to the highway nonrestricted account of the state special revenue fund—The-ceunty

{b) 62.5% to the sales tax and use tax account established in [section 62].

" {H{4] The new vehicle is 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.

+81(5) A motor vehicle may not be registered or licensed unless the application for registration is
accompanied by a statement of origin that is furnished by the dealer selling the vehicle and that shows that
the vehicle has not previously been registered or owned, except as otherwise provided in this section, by
any person, firm, corporation, or association other than a new motor vehicle dealer holding a franchise or
distribution agreement from a new car manufacturer, distributor, or importer.

+84(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 the limits are exempt from the provisions of
subsection (1).

{b) Maotor vehicles brought or driven into Montana by nonresident, migratory, bona fide agricultural
workers who are temporarily employed in agricuitural work in this state, when those motor vehicles are
used exclusively for transportation of agricultural workers, are also exempt from the provisions of
subsection {1).

{c} Vehicles lawfully displaying a licensed dealer’s plate as provided in 61-4-103 are exempt from
the provisions of subsection {1}):

(i} when moving to or from a dealer’s place of business when unloaded or loaded with dealer’s
property only; and

{ii) 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.

(d) Motor vehicles owned or controlled by a special district, as defined in 18-8-202, are exempt
from subsection (1).

{el A vehicle registered under 61-3-456 is exempt from the provisions of subsection (1)."

NEW SECTION. Section 232. Sales tax and use tax on used vehicles -- distribution by county

[ Legislative
yervices - 168 -
i Blesmn



55th Legislature LCO043.01

[ o ¢ = T 1 B - S

| T N T e S JSSEE e S (Ui G S 4
- O w W ~N ;O G AW N -

23
24
25
26
27
28
29
30

treasurer. (1) (a} A sales tax of 4% is imposed on the sale, measured by the sales price, as defined in
[section 1], of all motor vehicles, except vehicles with a gross vehicle weight in excess of 46,000 pounds
used exclusively in interstate commerce, that are not subject to the sales tax on new maotor vehicles
imposed under 61-3-502. The tax is impased on the purchaser and must be paid at the time the motor
vehicle is registered pursuant to 61-3-317.

{b) A use tax of 4% is imposed on the value of all used motor vehicles, except vehicles wth a
gross vehicle weight in excess of 46,000 pounds used exclusively in interstate commerce, that are:

{iy manufactured by the person using the motor vehicle in this state;

(i) 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;

(iii} acquired within the exterior boundaries ot an Indian reservation within this state as a result of
a transaction that would have been subject to the sales tax had it occurred outside of the exterior
boundaries of an indian reservation within this state; or

(iv) acquired as the result of a transaction that was not initially subject to the sales tax imposed by
subsection {1)(a) or the use tax imposed by subsection (1}(b) but which transaction, because of the buyer’s
subsequent use of the property, is subject to the sales tax or use tax.

{2) For the purpase of imposing the use tax imposed by subsection {1)(b}, the motor vehicle must
be valued according to the provisions for assessment contained in 61-3-503.

{3} A used motor vehicle is 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.

(4) The county treasurer shall:

{a) immediately upon collection, credit 50% of the sales tax and use tax collected pursuant to
61-3-303(2){bi{iii} to the motor vehicle suspense fund described in 61-3-509; and

(b} on or betore the 25th day of each month, remit the remaining 50% to the state treasurer for

deposit in the sales tax and use tax account established in [section 62].

Section 233. Section 61-3-503, MCA, is amended to read:
"61-3-503. Assessment. (1) Except as provided in 61-3-520 and subsection (2) of this section,

the foliowing apply to the taxation of motor vehicles:
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{e}(a) Mehicles-subjeetto-the-provisions—ef-61-3-3313-through-63+3-31+6 All motor vehicles must

be assessed as of the first day of the applicable registration period, using the average trade-in or wholesale
value as of January 1 of the year of assessment of the vehicle, as eantained follows:

{ij The value of buses and trucks having a rated capacity of more than 1 ton is the average

wholesale value shown in national _appraisal guides and manuals or the value of the vehicle before

reconditioning and profit margin. The department shall prepare valuation schedules showing the average

wholesale value when a national appraisal guide does not exist.

(it The value of vehicles subject to the provisions of 61-3-313 through 61-3-316 is the average

trade-in or wholesale value shown in the most recent volume of the Mountain States Edition of the National

Automobile Dealers Association (N.A.D.A.) Official Used Car Guide, the National Edition of N.A.D.A.
Appraisal Guides Official Older Used Car Guide, or another nationally published used vehicle or appraisal
guide approved by the department ef-revends or, for a vehicle that was never listed in any edition of the
preceding guides, the retail value of the vehicle as determined by the department ef-revemwe, and
depreciated 10% a year until a value of $50Q0 is reached, not including additions or deductions for options
and mileage but including additions or deductions, whether or not one of the preceding guides is used, for
diesel engines:+-and-a.

{b) A lien for taxes and fees due on the vehicle occurs on the anniversary date of the registration
and continues until the fees and taxes have been paid. If the value shown in any of the appraisal guides
listed in this section is less than $500, the department shall value the vehicle at $500 as long as_the vehicle
is registered.

tdHc) Quadricycles must he assessed, using the greater of the following:

(i) $250; or
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{ii) the average trade-in or wholesale value as of January 1 of the year of assessment of the vehicle
as contained in the most recent volume of the applicable National Edition of the N.A.D.A.
Motorcycie/Moped/ATV Appraisal Guide or N.A.D.A. Recreational Vehicle Appraisal Guide or another
nationally published used vehicle or appraisal guide approved by the department of revenue, not including
additions or deductions for options and mileage.

{e}(d) If a vehicle assessed under subseetiemd subsections (1){a) through {1){c) ertdHdi is not

originally listed in the applicable N.A.D.A. guide or other approved guide, the department ef+revenue shall
depreciate the original f.0.b. factory list price, f.0.b. port-of-entry list price, or the manufacturer's suggested
list price, using the following methods:

{i) if the new car sales tax has been previously paid and the vehicle is less than 1 year in age, the
depreciation percentage is 20%; or

(ii} if the vehicle is 1 year or older in age and it is not listed in any of the appraisal guides listed in
this section, the department of revenue shall determine the depreciation percentage to approximate the
average wholesale or trade-in values in the current N.A.D.A. guides or other approved guides reterred to
in this subsection (1}, For purposes of this subsection (1), the age of the vehicle is determined by
subtracting the manufacturer's mode! year of the vehicle from the calendar year of assessment.

#e) When a minimum value of $500 is reached, the value of the vehicle must remain at that
minimum as long as the vehicle is registered.

{gHf)} |t a previously registered vehicle is no longer listed in the applicable N.A.D.A. guide or other
approved guide, the department ef+everus shall depreciate the value of the vehicle at the rate of 10% a
year until @ minimum amount of $500 is attained, and the value must remain at that amount as iong as the
vehicle is registered.

{2) The provisions of subsections {1}(a) through ++H4g} (1){f) do not apply to motorcycles, motor

homes, travel trailers, campers, or mobile homes as defined in 15-1-101(1)."

Section 234. Section 61-3-504, MCA, is amended to read:

"61-3-504. Computation of tax. {1) The amount of taxes on a motor vehicle, ether—thar-an
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except
for vehicles registered under 61-3-456 or owned by disabled veterans qualifying for special license plates
under 61-3-332(10}c)éHA} or 61-3-426(2), and on a quadricycle is 2% of the value determined under
61-3-503.

{3}{2) The amount of tax on fleet vehicles subject to the provisiaons of §1-3-318 is 1% of the valﬁe
determined under 61-3-5603.

{44{3] For all taxable motor vehicles, the amount of tax is entered on the application form in a

space provided for that purpose.”

Section 235. Section 61-3-506, MCA, is amended to read:
"61-3-606. Rules. [1) The department of revenue shall adopt rules for the payment of property

taxes—and-the sales taxes under the provisions of 61-3-5602, and sales taxes and use taxes under the

provisions of [sections 1 through 62 and section 232]. The department shall specifically provide that new

car sales taxes and use taxes be for a 12-month period.

{2} The department of transportation shall adopt rules for the payment of new car taxes under the

provisions of 61-3-313 through 61-3-316, 61-3-501, and 61-3-520. Fhe-departmentofrevenue-may-adept

{3)] _The department of justice may adopt rules:

(a)_for the assessment and collection of motor vehicle taxes and fees; and

|b)__for the proration of taxes for the implementation and administration of 61-3-313 through

61-3-316, 61-3-501, and 61-3-520."

Section 236. Section 61-3-507, MCA, is amended to read:
"61-3-507. Exemption.

+H} A vehicle exempt-irom-taxation-under15-6-21b-of subject to the provisions of 61-3-520 is

exempt from all other taxes and fees generally imposed on & vehicle by this part.”

Section 237. Section 61-3-509, MCA, is amended to read:
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"61-3-609. Disposition of taxes. (1) Except as provided in [section 232] and subsection {2} of this
section, the county treasurer shall, after deducting the district court fee, credit all taxes on motor vehicles
and fees in lieu of tax on motorcycles, motor homes, travel trailers, and campers collected under 61-3-504,
61-3-521, 61-3-527, and 61-3-537 to a motor vehicle suspense fund, and at some time between March
1 and March 10 of each year and every 60 days after that date, the county treasurer shall distribute the
money in the motor vehicle suspense fund, as follows:

(a) 20% to the state treasurer for deposit in the state general fund; and

(b) 80% to be distributed in the relative proportions required by the levies for state assumption of

public assistance, county, school district, and municipal purposes in the same manner as persopal property

taxes are distributed.

{Z2) The county treasurer shall deduct as a district court fee 7% of the amount of the 2% tax
collected on an automobile or truck having a rated capacity of 1 ton or less. The county treasurer shall
credit the fee for district courts to a separate suspense account and shall forward the amount in the
account to the state treasurer at the time that the county treasurer distributes the motor vehicle suspense
fund. The state treasurer shall credit amounts received under this subsection to the genera! fund to be used

for purposes of state funding of the district court expenses as provided in 3-5-801."

Section 23B. Section 61-3-5620, MCA, is amended to read:
“61-3-620. Taxation of vehicles used exclusively in filming motion pictures or television

commerciais --_exemption. (1) A Except as provided in subsection {4}, a vehicle used exclusively in the

filming of mation pictures or television commercials that has been in the state for a period exceeding 180
consecutive days in a calendar year must be assessed as if the vehicle were not used exclusively for filming
motion pictures or television commercials, but the assessment must be prorated as provided in subsection
{2).

{2} The taxes assessed under subsection (1) must be prorated by dividing the number of days in
excess of 180 consecutive days in the calendar year by 365.

{3) Taxes on a vehicle imposed pursuant to this section must be collected as provided in Fitde-4b6-

ehapter—16;-part-} this chapter for the collection of personal-preperty motor vehicle taxes generally.

{4} A motor vehicle brought into the state or otherwise used for the exclusive purpose of filming

motion pictures or television commercials is exemp! from motor vehicle taxation, provided that the motor
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vehicle does not remain in the state for a period in excess of 180 consecutive days in a calendar vear.”

Section 239. Section 61-3-535, MCA, is amended to read:

"61-3-535. Vehicle reregistration by mail -- renewal cards and reregistration notice by mail. {1)

reregistration-and-only—# The department may allow the owner of a8 metor vehicle to renew the registration

of a vehicle by mail when the value, age, length, or other criteria used to determine the tax or fee is

available to the department by electronic means.
+33(2}
vehicteslisted-in-subsestion-{H—Fhe Any mail reregistration procedure developed by the department must

include a procedure to facilitate automated handling of mail reregistration or recertification-

appheation-by—mail-ruast and 1o provide for a written reminder notice by mail 10 a vehicle owner of the
requirement to reregister the owner’s vehicle with the county treasurer or to apply for the annua! camper
decal.

¢6}{3) The department shal may adopt rules to imptement the mail reregisiration and decal

application procedure.”

Section 240. Section 61-3-637, MCA, is amended to read:

"61-3-637. (Temporary} Local option vehicle tax. (1) A county may impose a local vehicle tax on
vehicles subject to a property tax under 61-3-50442} at a rate of up to 0.5% of the value determined under
€1-3-503, in addition to the tax imposed under 61-3-50442}.

(2) A local vehicle tax is payable at the same time and in the same manner as the tax imposed

under 61-3-504424. The first priority of the local vehicle tax is for district court funding, and the tax is
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distributed as follows:

{a) 50% to the county; and

{b) the remaining 50% to the county and the incorporated cities and towns within the county,
apportioned on the basis of population. The distributicn to a city ar town is determined by multiplying the
amount of money available by the ratio of the population of the city or town 1o the total county poputation.
The distribution to the county is determined by multiplying the amount of money available by the ratio of
the population of unincorporated areas within the county to the total county population.

(3} The governing body of a county may impose, revise, or revoke a local vehicle tax by adopting
aresolution before July 1, after conducting a public hearing on the proposed resolution. The resolution may
provide for the distribution of the local vehicle tax. {Terminates June 30, 2005--sec. 2, 3, Ch. 217, L.
1995.)

61-3-637. (Effective July 1, 2005) Local option vehicle tax. (1) A county may impose a local
vehicle tax on vehicles subject to a property tax under 61-3-50442} at a rate of up to 0.5% of the value
determined under 61-3-503, in addition to the tax imposed under 61-3-50442}.

(2) A local vehicle tax is payable at the same time and in the same manner as the tax imposed
under 61-3-504+4 and is distributed in the same manner, based on the registration address of the owner
of the motor vehicle.

(3) The governing body of a county may impose, revise, or revoke a local vehicle tax by adopting

a resolution before July 1, after conducting a public hearing on the proposed resoelution.”

Section 241. Section 61-3-605, MCA, is amended to read:
"61-3-605. Penalty for nonpayment of sales tax gr use tax. Any owner or operator of a motor

vehicle who violates any provision of 61-3-502 or |section 232] is guilty of a misdemeanor and shall be

punished by a fine of not more than $300, or by a sentence of not more than 60 days in the county jail,

or both."

Section 242. Section 61-3-701, MCA, is amended to read:
"61-3-701. Foreign vehicles used in gainful occupation to be registered -- reciprocity. {1) Before
any a foreign licensed motor vehicle may be operated on the highways of this state for hire, compensation,

or profit or before the owner ardder or user therest of the vehicle uses the vehicle if sueh the owner andior
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or user is engaged in gainful occupation or business enterprise in the state, including highway work, the
owner of the vehicle shall make-appheation apply to a county treasurer for registration upon an application
form furnished by the department. Upon satistactory evidence of ownership submitted to the county
treasurer and the payment of preperty motor vehicle taxes and use taxes, if appropriate, as required by

46-8-201; 15-8-202, 15-24-301, 61-3-504, e 61-3-537, or [section 232], the treasurer shali accept the

application for registration and shall collect the regular license fee required for the vehicle.

(2) Fhe Upon payment of the fees or taxes, the treasurer shall theredpen issue to the applicant a

copy of the certificate entitled "Owner’s Certiticate of Registration and Payment Receipt” and forward a
duplicate copy of the certificate to the department. The treasurer shall at the same time issue to the
applicant the proper license plates or other identification markers, which ehal must at all times be displayed
upon the vehicle when operated or driven upon roads and highways of this state during the effective period
et-the-dife of the license.

(3) The registration receipt shall dges not constitute evidence of ownership but shal must be used
only for registration purposes. Ne A Montana certificate of ownership skall may not be issued for this type
of registration.

(4) This section is not applicable to aRy a vehicle covered by a valid and existing reciprocal

agreement or declaration entered into under the provisions of the laws of Montana.”

Section 243. Section 61-3-707, MCA, is amended to read:

"61-3-707. Foreign vehicles used for transportation in connection with employment. {1) Before
a motor vehicle taxed pursuant to 156-24-301(44{1] may be operated in Montana for a calendar quarter, the
person responsible for payment of taxes sust shall apply for and abtain a window decal.

{2} Decals must be color-coded to distinguish the four quarterly registration periods of the year.

{3) An applicant may purchase a decal for more than one registration quarter at a time by paying
the appropriate amount.

(4) There is a $2 fee for each decal, and money coliected from this fee skal must be deposited to
the county general fund. The $2 fee is in addition to the tax.

(5} A current window decal must be displayed an the lower right-hand corner of the windshield.”

Section 244, Section 61-4-112, MCA, is amended to read:
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"61-4-112. New motor vehicles -- transfers by dealers. (1) When a motor vehicle dealer transfers
a new motor vehicle to a purchaser or other recipient, the dealer shall:

{a) issue and affix a permit as prescribed in 61-4-111(2}(a) for transfers af used motor vehicles and
retain a copy of the permit;

(b) within 4 working days following the date of delivery of the Hew motor vehicle, forward to the
county treasurer of the county where the purchaser or recipient resides:

(i) one copy of the permit issued under subsection (1}{a);

(i) an applicaticn for certificate of title with a notice of security interest, if any, executed by the
purchaser or recipient; and

(i) a statement of origin as prescribed in 61-3-502{8}(5H).

(2) Upon receipt from the county treasurer of the documents required under subsection (1}, the
department shall issue a certificate of ownership and certificate of registration, together with a statement

of lien as provided in 61-3-202."

Section 245. Section 61-10-214, MCA, is amended to read:

"61-10-214. Exemptions. (1) Motor vehicles operating exclusively for fransportation of persons
for hire within the limits of incorporated cities or towns and within 15 miles from the limits are exempt from
this part.

(2) Motor vehicles brought or driven into Montana by a nonresident, migratory, bona fide
agricuitural worker temporarily employed in agricultural work in this state when those motor vehicles are
used exclusively for transportation of agricultural workers are exempt from this part.

(3} Vehicles lawfully displaying a licensed dealer’s or wholesaler’s plate as provided in 61-4-103
are exempt from this part for a period not to exceed 7 days when moving to or from a dealer’s or
wholesaler's place of business when unloaded or loaded with dealer’s or wholesaler's praperty only or while
being demonstrated in the course of the dealer’s or wholesaler’s business. Vehicles being demonstrated
may not be leased, rented, or operated for compensation by the licensed dealer or wholesaler.

{4) Vehicles exempt from property tax under 15-6-201(1){a), {1)(c) through {1){e}, (1)(g}, He}
DI, Ha (1D, (1)(p}, and +HH+ (1) {a) are exempt from this part. The department of transportation may
require documentation of tax-exempt status from the department of revenue before granting this

exemption.”
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Section 246. Section 67-3-204, MCA, is amended to read:

"67-3-204. Fee in lieu of tax on registered aircraft -- decal. (1) Except as provided in subsection
{3), aircraft raquired to be registered in Montana are subject to a fee. Theregistratienfeeis—intieu—ot
property-tax-

{2} The department shall issue a decal to the owner of the aircraft required to be registered at the
time of payment of the registration fee in lieu of tax, as provided in 67-3-201. Ne An aircraft subject to a
fee in lieu of tax may not be aperated in this state unless there is displayed on the aircraft a decaf as visual
proof that the fee in lieu of tax has been paid for the aircraft and that the aircraft is registered for the
current year.

{3} Aircraft that meet the description of property described in +6-6-146 the Tax Equity and Fiscal

Responsibility Act of 1982, as it read on January 1, 1986, are exempt from the fee impased by subsection

{1). Aircraft subject to the fee in lieu of tax are exempt from all other taxation.”

Section 247. Section 76-1-405, MCA, is amended to read:
"76-1-405. Maximum county mill levy -- authorization for levy. The tax levy for planning board
purposes skal must be limited as foilows:

{1} A county of the first class, as defined in 7-1-2111, may levy a tax not to exceed 2-+nils 0.118

mill.

{2} A county of the second class may levy a tax not to exceed 3—iis 0.178 mill.

{3) A county of the third class may levy a tax not to exceed 4—ills 0.237 mill.

(4) A county of the fourth class may levy a tax not t0 exceed b—aits 0.296 mill.

(8} Counties of the fifth, sixth, and seventh classes may levy a tax not to exceed 6-mills 0.355
mill."

Section 248. Section 77-1-507, MCA, is amended to read:
"77-1-607. School district use of proceeds. The money received by any school district under this
part sha#t must be designated as district money for the gensral maintenance and operation of the elementary

schools of the district. Sueh The money may be used by the district as all other cash balances are used in

aceordance-with-theprovisions-of20-0-3356 the district.”
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Section 248. Section 81-7-303, MCA, is amended to read:

"81-7-303. County commissioners permitted to require per capita license fee on sheep. {1) To
defray the expense of protection, the board of county commissioners of any county may require all owners
or persons in possession of any sheep 1 year old or older in the county on the regular assessment date of
each year to pay a per capita license fee in an amount to be determined by the board. All owners or persons

in possession of any sheep 1 year old or older coming into the county after the regular assessment date

and subject to taxation the per capita levy under the provisions of 36-24-363 Title 15, chapte_r 24, part 9
are subject to payment of the license fee.

{2) Upon_the order of the board of county commissioners, the license fees may be imposed by
entering the name of the licensee upon the preperty-tax assessment record of the county by the department
of revenue. The license fees are payable to and must be collected by the county treasurer. When ievied,
the fees are a lien upon the property, both real and personal, of the licensee. If the person against whom
the license fee is levied does not own real estate against which the license fee is or may become & lien,

then the license fee is payable immediately upon its levy and the treasurer shall collect the fee in the

manner provided by {a
15-16-119.

(3) When collected, the fees must be placed in the predatory animal control fund and the fund may
be expended on order of the board of county commissioners of the county for predatory animal controf

only."

Section 250. Section 81-7-603, MCA, is amended to read:

"B1-7-603. County commissioners permitted to levy per capita license fee on cattle. {1) To defray
the expense of protection, the board of county commissioners may require all owners or persons in
possession of any cattle 9 months old or older in the county on the regular assessment date of each year
to pay a per capita license fee in an amount to be determined by the board. All owners or persons in
possession of cattle 9 mbnths old or older coming into the county after the reguiar assessment date and

subject to taxatier the per capita levy under the provisions of +6-24-30% Title 15, chapter 24 part 9, are

subject to payment of the license fee.
{2) Upon the order of the board of county commissioners, the license fee may be imposed by

entering the name of the licensee upon the prepertytax assessment record of the county by the department
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of revenue. The license fee is payable to the county treasurer. When levied, the fee is a lien upon the
property, both real and personal, of the licensee. if the person against whom the license fee is levied does
not own real estate against which the license fee is or may become a lien, then the license fee is payable‘
immediately upon its levy and the treasurer shall coliect the fee in the manner provided by law-for-the

ate 15-16-119.

{3} The fees must be placed in a predatory animal control fund separate from the fund provided
forin 81-7-303. The money in the predatory animal control fund may be expended by the board of county

commissioners only for the predatory animal control program.”

Section 251. Section 86-9-103, MCA, is amended to read:

"85-9-103. Definitions. As used in this chapter, unless the context clearly indicates otherwise,
the following definitions apply:

(1) "Applicant” means any person residing within the boundaries of the proposed district making
a request for a study of the feasibility of forming a conservancy district,

(2) "Board of supervisors” means the board of supervisors of the soil and water conservation
district in which the largest portion of the taxable valuation of real property of the proposed district is
located.

(3} "Cost of works" means the cost of construction, acqguisition, improvement, extension, and
development of works, including financing charges, interest, and professional services.

{4) "Court” means the district court of the judicial district in which the largest portion of the:
taxable valuation of real property of the proposed district is located and within the county in which the
largest portion of the taxable valuation of real property of the proposed district is located within the judicial
district.

{5) "Department" means the department of natural resources and conservatian provided for in Title
2, chapter 15, part 33.

(6) "Directors” means the board of directors of a conservancy district.

{7) "District” means a conservancy district.

(8) "Elector” means a person qualified to vote under 85-9-421,

{9) "Notice" means publication at least once each week for 3 consecutive weeks in a newspaper

published in each county or, if no newspaper is published in a county, a newspaper of general circulation
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1 in the county or counties in which a district is or will be located. The last published notice shal must appear
2 not less than & days prior to any hearing or election held under this chapter.
3 {10} "Owners" are the person or persons who appear as owners of record of the legal titie to real
4 property according to the county records whether egseh the title is held beneficially or in a fiduciary
) capacity, except that a person holding a title for purposes of security is not an owner, nor may he the
6 security hoider affect the previous title for purposes of this chapter.
7 {11) "Person" means a natural person, firm, partnership, cooperative, association, public or private
8 corporation, including the state of Montana or the United States, foundation, state agency or institution,
9 county, municipality, district or ¢ther political subdivision of the state, federal agency or bureau, ar any

10 other legal entity.

11 {12) "Taxable valuation” is the value as defined in 15-8-111 and-does-not-mean-assessed-valbation.

12 (13} "Works" means all property, rights, easements, franchises, and other facilities, including but

13 not limited to land, reservoirs, dams, canals, dikes, ditches, pumping units, mains, pipelines, waterworks

14  systems, recreational facilities, facilities for fish and wildlife, and tacilities to control and correct poliution.”

15
16 Section 252, Section 90-5-112, MCA, is amended to read:
17 "90-5-112. Economic development levy. (1) The governing body of a city, county, or town is

18 authorized to levy up to 3 .53 mill upon the taxable value of all the property in the city, county, or town
19 subject to taxation for the purpose of economic development. The governing body may:

20 {a) submit the question of the mill levy to the qualified voters voting in a city, county, or town
21 election; or

22 (b) approve the mill levy by a vote of the governing body.

23 {2) Fupds Proceeds derived from this levy may be used for purchasing lang for industrial parks,
24 constructing buildings to house manufacturing and processing operations, conducting preliminary feasibility
25 studies, promoting economic development opportunities in a particular area, and other activities generally

26 associated with economic development. Fhese-turds The proceeds may not be used to directly assist an

27 industry’s operatians by loan or grant or to pay the salary or salary supplements of government employees.
28 (3) The governing body of the county, city, or town may use the furds proceeds derived from this

29 levy to contract with local development companies and other associations or organizations capable of

30 implementing the economic development function.
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{4) A tax authorized by a vote of the electorate, as provided in subsection {1)(a), may be levied

for a period not to exceed B years and-is-hot-subjoctte-the—provisions-of-Title15.-ehapter+0-part4."

Section 253. Section 90-6-304, MCA, is amended to read:

"90-6-304. Accounts established. (1) There is within the state agency fund type a hard-rock
mining impact account. Money is payable into this account from payments made by a mining developer in
compiiance with the written guarantee from the developer to meet the increased costs of public services
and facilities as specified in the impact plan provided for in 90-6-307. The state treasurer shall draw
warrants from this account upon order of the board.

(2} There is within the state special revenue fund a hard-rock mining impact trust account. Within
this trust account, there is established a reserve account not to exceed $100,000.

(a) Money within the hard-rock mining impact trust account may be used:

(Y for the administrative and operating expenses of the board, as provided by 90-6-303(4);

{ii} to establish and maintain the reserve account; and

(iii} for distribution to the counties of origin, as provided by 90-6-331(1) and this section.

(b} Money within the hard-rock mining impact trust reserve account may be used for the
administrative and operating expenses of the board if:

(i) the revenue provided under 15-37-117{1}(b} is less than the amount appropriated for the
administrative and operating expenses of the board; or

{ii} the use of the reserve account revenue is necessary to allow the board to meet its quasi-judicial
responsibilities under 90-6-307, 90-6-311, or 90-6-40343}{2)}.

{3) Money is payable into the hard-rock mining impact trust account under the provisions of
15-37-117. After first deducting the administrative and operating expenses of the board, as provided in
90-6-303, and then establishing and maintaining the reserve account in the amount of $100,000, as
provided in subsection (2) of this section, the remaining money must be segregated within the account by

county of arigin. The state treasurer shall draw warrants from this account upon order of the board."

Section 254. Section 90-6-305, MCA, is amended to read:
"90-6-305. Hard-rock mining impact board -- general powers. {1} The board may:

{a} retain professional staff, including its administrative staff, and retain consultants and advisors
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notwithstanding the provisions of 2-15-121;

{b} adopt rules governing its proceedings, determinations, and administration of this part;

{c) award grants to local government units subject to 90-6-306;

{d) make payrﬁents to local government units from money paid to the hard-rock mining impact
account as provided in 90-6-307;

{e} make determinations as provided in 90-8-307, 90-6-311, and 90-6-403{3+{2); and

(f] accept grants and other funds to be used in carrying out this part.

(2) The provisions of the Montana Administrative Procedure Act apply to the proceedings and

determinations of the board."”

Section 255. Section 90-6-309, MCA, is amended to read:
"90-6-309. Tax prepayment -- large-scale mineral development. {1} After permission to commence
operation is granted by the appropriate governmental agency, and upon request of the governing body of

a county in which a facility is to be located, a person intending to construct or locate a large-scale mineral

development in this state shall prepay property taxes as specified in the impact plan. This-propaymentshal

{2) The person who is 10 prepay under this section is not obligated to prepay the entire amount
established in subsection {1} at one time. Upon request of the governing body of an affected !local
government unit, the person shall prepay the amount shown to be needed from time to time as determined
by the board.

{3) The person who is to prepay shall guarantee to the hard-rock mining impact board, through an
appropriate financial institution, as may be required by the board, that property tax prepayments will be paid
as needed for expenditures created by the impacts of the large-scale mineral development.

{4} When the mineral development facilities are completed and assessed by the department of
revenue, they are subject during the first 3 years and thereafter to taxation as all other property similarly
situated, except that in each year after the start of production, the local government unit that received a
property tax prepayment shall provide for repayment of prepaid property taxes in_ accordance with
subsection {b}.

(6) A local government unit that received all or a portion of the property tax prepayment under
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this section shall provide for tax crediting as specified in the impact plan. The tax credit allowed in any year
may not, however, exceed the tax obligation of the develaper for that year, and the time period for tax

crediting is limited to the productive life of the mining operation.”

Section 266. Section 90-6-402, MCA, is amended to read:

"90-6-402. Definitions. As used in this part, the following definitions apply:

{1} "Affected local government unit” means a local government unit that will experience a need
to increase services or facilities as a result of the commencement ot large-scale mineral development or
within which a large-scale mineral development is located in accordance with an impact plan adopted
pursuant to 30-6-307.

(2) "Board" means the hard-rock mining impact board established in 2-15-1822.

(31 "Jurisdictional revenue disparity" means property tax feverdes revenue resulting from a
large-scale bard-rock mineral development that ate s inequitably distributed among affected local
government units as finally determined by the board in an approved impact plan.

(4) "Large-scale mineral development”, for the purposes of this part, is defined in 90-6-302.

(5) "Local government unit", for the purposes of this part, means a county, municipality, or school
district.

{6} "Mineral development employee” means a person who resides within the jurisdiction of an
affected local government unit as a result of empioyment with a large-scale mineral development or its
contractors or subcontractors.

(7) "Mineral development student” means a student whose parent or guardian resides within the
jurisdiction of an affected local government unit as a result of employment with a large-scale mineral
development or its contractors or subcontractors.

{B) "Taxable valuation” of a mineral. development means the total taxable value of the gross

proceeds determined
under 15-8-111, plus the taxable value of real property, improvements, maehirery—eguipment, and other
property elassitied--under—Fitde—3b—cbapter—B—part—t of the mineral development determined under
15-8-111."

Section 257. Section 30-8-403, MCA, is amended to read:
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"90-6-403. Jurisdictional revenue disparity -- conditioned exemption and reallocation of certain
taxable valuation. (1) When an impact plan for a large-scale mineral development approved pursuant to
90-6-307 identifies a jurisdictional revenue disparity, the board shall promptly notity the developer. all
affected local government units, and the department of revenue of the disparity. Except as provided in this
section and 90-6-404, the increase in taxable valuation of the mineral deveiopment that occurs after the
issuance and validation of a permit under 82-4-335 is not subject to the usual application of county and
school district property tax mill levies. This increase in taxable valuation must be allocated to local
government units as provided in 80-6-404. The increase in taxable valuation allocated as provided in
90-6-404 is subject to the application of property tax mill levies in the local government unit to which it

is allocated.

+3}{2) The provisions of subsection (1} remain in effect until the large-scale mineral development

ceases operations or until the existence of the jurisdictional revenue disparity ceases, as determined by the

board."

NEW SECTION. Section 258. Transition. {1} Notwithstanding the provisions of [section 39], each
person engaging in business prior te {the applicability date of sections 1 through 62] must have appiied for
and received, prior to [the applicability date of sections 1 through 62], a valid seller’s permit described in
[section 39].

{2) Notwithstanding the provisions of [section 8], any person engaging in business priar to [the
applicability date of sections 1 through 62] may apply for and receive, prior to [the applicahility date of
sections 1 through 62], a valid nontaxable transaction certificate described in [section 8].

(3) The department of revenue shall adopt rules to provide procedures for receiving and processing
an application for a selier’s permit and for providing a seller’s permit and a nontaxable transaction certificate

prior to [the applicability date of sections 1 thro‘ugh 62].

NEW SECTION. Section 259. Income tax credits -- restrictions. The income tax credit for the sales

tax and use tax paid as pravided in [section 65] may be decreased only if the decrease is approved by the
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1 electorate.

2

3 NEW SECTION. Section 260. Property taxes -- restrictions. (1) An ad valorem property tax on

4 personal property may be imposed only if the imposition of the tax is approved by the electorate.

b {2} A stetewide mill levy on property may be imposed only if the imposition of the levy is approved

6 by the electorate.

7

8 NEW SECTION. Section 261. Special election. Pursuant to Article Hl, sections 5 and 6, of The

9  Constitution of the State of Montana, this act shall be submitted to the qualified electors of Montana for
10 their approval or disapproval at a statewide election to be held September 9, 1997, in conjunction with the
11 primary election for municipal officers pursuant to 13-1-106(2).
12
13 NEW SECTION. Section 262. Repealer. Sections 15-1-111, 15-1-112, 15-6-122, 15-6-131,
14  15-6-132,15-6-133,15-6-134,15-6-135,15-6-136,15-6-137,15-6-138, 15-6-141,15-6-143, 15-6-145,
15  15-6-151, 15-6-1562, 15-6-215, 15-7-134, 15-8-204, 15-8-404, 156-10-101, 15-10-102, 15-10-104,
16  15-10-106, 15-10-401, 15-10-402, 15-10-406, 15-10-411, 15-10-412, 15-16-613, 15-16-802,
17  15-16-803, 15-23-211, 15-23-212, 15-23-213, 15-23-214, 156-23-215, 15-23-216, 15-24-103,
18 15-24-302, 15-24-303, 15-24-305, 15-24-601, 15-24-602, 15-24-701, 15-24-801, 15-24-901,
19 15-24-920, 15-24-926, 15-24-927, 15-24-931, 15-24-1401, 15-24-1402, 15-24-1501, 15-24-2401,
20 15-24-2402, 15-24-2403, 15-24-2404, 15-24-2405, 15-24-2501, 20-9-305, 20-9-331, 20-9-333,
21 20-9-334, 20-9-335, 20-9-360, 20-9-361, 20-9-366, 20-9-367, 20-9-368, 20-10-146, and 20-25-243,
22 MCA, are repealed.
23
24 NEW SECTION. Section 263. Codification instruction. (1) [Sections 1 through 62 and 258
25 through 260] are intended to be codified as an integral part of Title 15, and the provisions of Title 15 apply
26  to [sections 1 through 62 and 258 through 260].
27 (2) [Section 63] is intended to be codified as an integral part of Title 15, chapter 1, part 5, and the
28 provisions of Title 15, chapter 1, part 5, apply to [section 63].
29 (3) {Sections 64 through 68] are intended to be codified as an integral part of Title 15, chapter 30,
30 and the provisions ot Title 15, chapter 30, apply to [sections 64 through 68].
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(4) [Section 69] is intended to be codified as an integral part of Title 17, and the provisions of Title

—

2 17 apply to {section 69].
3 (5} {Sections 104 through 106] are intended to be codified as an integral part of Title 15, chapter
4 6, part 2, and the provisions of Title 15, chapter 8, part 2, apply to [sections 104 through 108].
5 (6) [Sections 124 and 125] are intended to be codified as an integral part of Title 15, chapter 10,
6 and the provisions of Title 15 apply to [sections 124 and 125].
7 (7) [Section 232] is intended to be codified as an integral part of Title 61, chapter 3, part b, and
8 the provisions of Title 61, chapter 3, part 5, apply to [section 232].
9

10 NEW SECTION. Section 264. Saving clause. [This act] does not affect rights and duties that

11 matured, penalties that were incurred, or proceedings that were begun before [the effective date of this

12 act].

14 NEW SECTICN. Section 265. Severability. If a part of [this act] is invalid, all valid parts that are
15 severable from the invalid part remain in effect. If a part of [this act] is invalid in one or more of its
16 applications, the part remains in effect in all valid applications that are severable from the invalid

17 applications.

18
19 NEW SECTION. Section 266. Effective date. [This act] is effective on approval by the electorate,
20
21 NEW SECTION, Section 267. Applicability. (1) {a) Except as provided in subsection (1)(b},

22 fsections 1 through 69, 221, and 226] apply on and after January 1, 1998,

23 (b} Purchases of goods and services pursuant to construction contracts that were bid prior to
24 September 9, 1997, are exempt from the sales tax and use tax. However, property or services purchased
25 on or after January 1, 1998, pursuant to a construction contract are subject to the sales tax and use tax
28 regardless of when the contract was bid.

27 {2) [Sections 70 through 97, 124, 125, 172 through 220, 223 through 225, and 247 through 250]
28 apply to fisca! years beginning after June 30, 1998.

29 {3) [Sections 98 through 123, 126 through 171, 222, 227 through 246, 251 through 260, and

30 262] apply on and after January 1, 1928, and to tax years beginning after December 31, 18397.
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NEW SECTION. Section 268. Submission to electorate. The question of whether this act will
become etfective shall be submitted to the qualified electors of Montana at the election called pursuant to
[section 261] by printing on the ballat the full title of this act and the following:

[l FCR comprehensive property tax reform and for imposing a 4% sales tax and use tax and
revising school funding.

[1  AGAINST comprehensive property tax reform and against imposing a 4% sales tax and use
tax and revising school funding.

-END-
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STATE OF MONTANA - FISCAL NOTE

Fiscal Note for SB258, 38 introduced

DRESCRIPTION OF FPROPQSED LEGISLATION:

An act generally revising taxation; enacting a 4 percent sales and use tax; allowing
certain sales tax and use tax exemptions; providing for distribution of sales tax and use
tax revenue; allowing credits against income taxes for sales taxes paid; eliminating the
classification of property; exempting personal property from property taxation; taxing
property at 100 percent of value; providing property tax relief; limiting property tax
increases; revising the classification of counties; revising debt limits for taxing units;
repealing Initiative Measure No. 105; and providing an effective date and applicability
dates.

ASSUMPTIONS :

SALES TaX

1. The general sales tax provided for in the bill applies beginning January 1, 1998.

2. Total sales tax liability before bad debts, uncollectibles, and noncompliance is
$532,171,000 in CY98 and $557,492,000 in CY99.

3. Bad debts, uncollectibles, and noncompliance reduce collections by 5% per year.

4. Vendor allowances are 1.5% of sales tax liabilities.

5. New car sales tax liability is $29,800,000 in CY98 and $31,600,000 in CY99; new car

sales tax collectionsg are distributed 62.5% to the sales and use tax account and
37.5% to the highways account.

6. Used car sales tax liability is $33,500,000 in CY¥98 and $35,700,000 in CY22; used
car salee tax collections are distributed 50% to the sales and use tax account and
50% to the motor vehicles account distributed as provided in 61-3-509, MCA.

7. Sales taxes are remitted monthly in equal amcunts throughout each calendar year.
8. Sales taxes are accrued at the end of each fiscal year.
9. The above aspumptions result in the fellowing net sales and use tax account

collections: from the general sales tax $217,814,000 in FY¥98 and $447,152,000 in
FY99; from the new car sales tax $9,313,000 in FY98 and $19,281,000 in FY99; from
the used car sales tax $10,46%,000 in FYS8 and $21,719,000 in FY99; for total
collections of $237,596,000 in FY98 and $488,152,000 in FY89.

10. Sales and use tax collections are distributed 57% tc the general fund and 3% to the
university account.

LOW-INCOME SALES TAX CREDIT

1. The low-income sales tax credit applies to tax year 1998, is refundable 1in nature,
and will be fully reflected in fiscal year 1999 revenues.

2. Individual income tax returns show 299,009 eligible exemptions for the credit, at an
average credit of $79.94, for a total credit against income tax of $23,902,000.

3. An additional 56,480 individuals not reported on income tax forms will be eligible
for the full %90 credit, for an additional credit amount of $5%5,083,000.

4. Low-income sales tax credits total $28,985,000 in FY99.

(Continued)
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(continued)

EROPERTY TAX IMPACTS

1. HB20 and SB417 personal property tax reimbursements are repealed effective January
1, 1998. The local government portion of the June, 1998 HB20 reimbursement is
$6,164,000 (FY98 impact); HB20 reimbursements total $12,327,000 in FY99. The June,
1998 local government reimbursement under SB417 is $9,272,000 (FY98 impact); SB417
reimbursements total $14,327,000 in FY99 (HJR2).

2. Statewide taxable value ig $2,231,244,671 for FY98; and $2,252,483,632 for FY99
(HJR2) .
3. The bill repeals the 95 mills levied for statewide school equalization, and the 6

mill levied for the university system effective January 1, 1998. This has no effect
on FY98 revenues.

4, Reveriue from the 95 mills levied for SEA ig reduced $214,000,000 in FY99; asgsociated
non-levy revenues are reduced an additional $22,000,000 million (HJR2)in F¥99.

5. Repealing the 6-mill university levy reduces revenue a total of $13,505,000 in FY99;
sgociated non-levy revenues are reduced an additional $2,701,000 million (HJR2)in
FY399.

6. Personal property taxeg -are repealed effective January 1, 1998. A portion (38%) of

personal property not liened to real property pays property taxes in April and May
of 1998 based on the prior year's mills. Under the proposal this revenue would no
longer be available. This will reduce revenue to the SEA account by $6,920,000 and
to the univergity account by $437,000.

7. The railcar tax is repealed effective January 1, 1998; repealing this tax has no
impact in FY98, but reduces general fund revenue by $2,000,000 in FY9% (HJR2).

MOTOR VEHICLES

1. Motor vehicle tax liability (2%) from light cars and trucks is $60,000,000 in CYS6;
taxes from Class 8 vehicles totals $3,400,000 in CY96. These taxes grow at the
rates specified in HJR2 for motor vehicle taxes.

2. The current law average effective tax rate applied to Class 8 vehicles is 2.34%; the
bill places Clase 8 vehicles on a taxing basgis similar to light cars and trucks, and
reduces this rate to 2% effective January 1, 1998.

3. Total tax liability for all motor vehicles subject to the 2% tax is $72,190,000 in
TY38 and $77,387,000 in TY99.

4, District court fees continue to be 7% of the 2% tax on cars and trucks.

5. Under the bill 20% of the 2% motor vehicle tax, net of district court fees, is
allocated to the general fund.

6. The above assumptions result in §6,714,000 of motor vehicle taxes allocated to the

general fund in FY98; and $13,911,000 allocated to the general fund in FY99.

SCHOOL FUNDING - BASE BUDGETS

1. School funding provisions of the bill are effective July 1, 1998 (FY99).

2. Under current law, the state general fund provides each school district's funding
for direct gtate aid (40% of base budget plus special education costs), and
guaranteed tax base aid (GTBA); under the proposal the general fund would provide
funding for the district's entire base budget.

3. Current law general fund expenditure in FY99 total $423,680,000; under the propcsal
general fund expenditures total $596,033,000. This is an increase in general fund
expenditurea of $172,353,000 (OBPP).
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SCHOOL FUNDING - RETIREMENT

Under current law the state general fund provides GTB funding for retirement of
$20,599,000 (OBPP). Under the proposal the state would fund the entire retirement budget
net of any fund balance reappropriated. In FY99, the total retirement budget is
$87,000,000; fund balance reappropriated is §7,000,000. This increases the state general
fund cbligation by $59%,401,000 in FY99.

SCHOOL FUNDING - TRANSFORTATION

Under current law, the state general fund splits the schedule amount of school
transportation with county governments. Under the proposal, the state would fund the
entire schedule amount. In FY99, the total schedule amount is $22,600,000, increasing the
state obligation by half of this amount, or by $11,300,000.

The above school funding assumptions require an increase in state general funding of
school budgets of $243,054,000 in FY99.

OTHER PROVISIONS

1. Under current law, tha telephone company license tax rate ig 1.8% and projected
collecticns are $5,431,000 in FY38; and $5,560,000 in FY99.

2. Under the propcsal the telephone company license tax rate increases to 6.1%
effective January 1, 1998,

3. Under the proposal telephone company license tax collections increase by $6,487,.000

in FY98 (one-half fiscal year plus accrual adjustment); and by $13,282,000 in FY99
(full fiscal year plus accrual adjustment).

EISCAL IMPACT:
Expenditures:

The Department of Revenue would incur substantial additicnal administrative expense in order
to put a salea tax collection system in place by January 1, 1998. Assuming approval of the
Department's request for funding of the integrated tax system specified in HB188, the
Department estimates that additional funding of $5.5 million in the form of a continuing
appropriation for fiscal years 1998, 1999, and 2000 would be needed to implement the general
sales tax provided for in the bill.

In the event that the integrated tax Bystem is not approved and funded, the Department
estimates that a continuing appropriation of $10 million over the period FY1998-2000 would
be required.

Ongoing operating expenses associated with the general sales tax are estimated to be
approximately 1.5% of collections; or approximately $3 million in FY98; and $7.5 millicn in
each year for fiscal years 1999 and 2000.

The bill eliminates property taxeg on certain business equipment, reducing administration
costs in this area. However, the bill also redefines certain personal property requiring
added time and costs to administer thig portion of law., In addition, the bill provides for
a homestead exemption which also adds administrative costs. the net effect is no change in
administrative costs for the property assessment division.



Sales/Use Tax Collections
Vendor Allowances
New Car Sales Tax
Used Car Sales Tax
Total

Distribution to General Fund
Distribution to Universities

B.State Geperal Fund:

Sales/Use Tax Collections
Low-Income Sales Tax Credit
Repeal HB20 Reimbursements
Repeal SB417 Reimbursements
Repeal 95-mill SEA Levy
Asgociated 95-mill NLR
Repeal Railcar Tax
Increase Tel. Co. Lic.Tax
Allocate 2% MV Tax
Pers. Prop. Not Liened to Real
Net School Funding Req.

Net Impact

C.University Account:

Current Law Collections
Plus: Assoc. &€-mill NLR
Less: Pers. Prop. NLR

Proposed Law Collectiona

Net Impact

—_FYo8
_Rifference
$221,131,000
{3,317,000)
9,313,000
10,469,000
$237,596, 000

. FYsg
_Difference
$230,468,000

7,128,000

— FY98
_Rifference
$230,468,000
0
6,164,000
9,272,000
0
0
0
6,487,000
6,714,000
(6,920,000)
0

$252,185,000

$ 0
0
(437,000)

7,128,000
$ 6,691,000

— F¥59
_Difference
$453,961,000

{€,809,000)

19,281,000
21,719,000
$488,152,000

— FY99.
_Difference
$473,507,000

14,645,000

o FY99

_Difference
$473,507,000
(28,985,000)
12,327,000
14,327,000
{214,000,000)
(22,1495, 000)
{2,000,000)
13,282,000
13,911,000
0

{243,054,000)
$ 17,166,000

— FY99
Difference .
{$13,505,000)
{2,701,000)
0
14,645,000
$ (1,561,000)



EFFECT ON COUNTY QR OTHER LOCAL REVENUES OR EXPENDITURES:

The bill provides for many changes to the property tax system; including eliminating property
classes and setting taxable value equal to market value for purposes of property taxaticn;
eliminating the taxation of certain business equipment and livestock, providing for a
homestead exemption of 65% of the first $50,000 of market value; eliminating the current law
preference for 1 acre of land beneath farmsteads; defining market value standards for certain
minerals; and repealing the abatementg in the property tax assistance program.

Under the assumption that local governments budgets remain relatively fixed under the
proposal, these features of the bill have nc impact on state or local government revenues oOr
collections. These features of the bill will result in significant realignment of the share
of total property taxes borne by different property types, and will provide for reallocatiocn
of nonlevy revenue to county, city/town, and miscellaneocus taxing jurisdictions. Local
government mill levies will be reduced substantially under this proposal, as taxable wvalue
is set equal to market value. Property taxes statewide will be reduced substantially as only
county governments, c¢ity/town governments, small miscellaneous taxing jurisdictions, and some
reduced portion of the over-base funding of school districts will be supported by property
taxes.

TECHNICAL NOTES:

The impacts of this proposal assume that the values from the 1997 reappraisal cycle will go
into effect in tax year 1997 and subseguent years. To the extent that the 1997 Legislature
delays, reduces, or otherwise alters these valuation increases, the impacts of this proposal
will change.

The bill does not provide for a reduction in the mandatory mill levy for vocational-technical
aducation provided in 20-25-439, MCA. Without a compensating reduction in this levy,
property tax funding for these institutions will increase substantially.





