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JOTHT LOCARL GOVERNMENT/TAYATION COMMITTIZE MZETING MINUTZ
April 16, 1981

A joint meeting oif the Eouse Local Government and Taxation Com-
mittees was held on Thurscdav, April 16, 1981 at 8:00 a.m. in ROOM
104 of the State Capitol. The meeting was held to acguaint the
Committees with an idea of Rep. Nordtvedt's on how to handle the
problem of redistribution to the Counties of the revenue they are
going to lose through different tax proposals from this Legisla-
ture. Also, Rep. Harrison Fagg presented a oroposal he had.

Rep. Nordtvedt spoke first. If the tax base of local government

is going to be substantially reduced, due to vehicle, inventory,
“etc. tax reductions, there should be some mechanism to make up

for the tax-gathering power of local government but which avoids
sending cash directly to local officials. The latter case lenés
itself to a lack of fiscal responsibility. However, 1t 1s desir-
able to get the dollars back in the local areas so that the original
loss to the tax base would be picked up without taxes going up.

The formula 1s as follows:

(1) The impact on the "worst case" areas in the State from enact-
ment of the vehicle fee bill and the inventory tax repeal is
determined. In several urban areas of the State there is a rather
steady trend, with the sum of the two impacts coming to about $20
$24 pexr capita 1in lost tax revenue.

(2) Based on that supposition, a uniform State contribution from
the General Fund is devised in which the State makes a per capita
contribution to each County's mandatory School Benefits levy.

The first virtue of the General Fund contribution is that it re-
presents a move in the direction of equalization of a part of edu
cation not now financed under this principle. The mandatory levy
varies from 3 - 36 mills depending on the County, but the State
would pump the money in on a per capita basis. This would help
to reduce the property tax burden. ’

(3) All local governments in the County would then be granted a
permissive all-purpose levy, to allow them to make up for the
lost revenue from vehicles and the removal of the inventory tax,
they wished to make it up. He submitted that some areas would be
willing to leave some of the tax cut in the taxpayers' pockets.
The levy would be designed for the areas who felt they had to
make up the loss in the tax base. It is "all purpose" because
the different areas have different needs.

Each unit of local government, whether City or County, would have
a permissive all-purpose levy. The School Districts already have
a mechanism; the voted levy, to make up for deficiencies. This
permissive levy plus additional voted levies, if any, by the
School Districts, shouldn't add to the tax load on the taxpayer
because that was the purpose of funding the Mandatory levy.
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Rep. Nordtvedt passed out an example from Cascade County 1in w
the numbers were rounded off; see Exhibit "A". The sinmulation
was based on a $24 per capita contribution to reduce the Mancdatory
levy. $1 million can be raised with about 12 mills. So, the
contribution from the General Fund has lowered evervone's propert
taxes by 19.78 mills. The formula that would be used to éetermine
the level of the permissive levy all-purpose levy is civen: the
total mill levy of any unit of government times the State total
pavment divided by the total County local budget (which is nothing
more than the total of all local government plus school projects
excluding egqualization and permissive budgets). The State payment
to the County of $1.9 million is divided by the total County local
budgets. Whatever factor that is, every unit of local goverrment
would have a permissive all-purpose levy that would be that frac-

tion of what the mill levy is.

The total local school budcet in Cascade County is about $11 millic
excluding the 40 mills and the permissive levy for the Foundation
Program. The total local government budget in the County is about
$10.6 million. So, the permissive all-purpose levy for anv unit o
local government is the total mill levies plus $1.9 million divide
by $21.6 million, the sum of school and local government budcets,
and that comes to about 9% of the total levy. Each unit of local
government could levy an all-purpose levy of 9% of its total levy.
The County operation presently in Cascade is 79 mills so that woult
be given an additional all-purpose permissive levy of 7.1 mills.
That levy, 1if it is all used, is designed to raise as much revenue
as the shrunken tax base from the loss of vehicle revenue andé in-
ventory tax revenue. In addition, if the people lived in Great
Falls, the City government, which presently has 89 mills, would
have a 7.2 mill permissive all-purpose levy.

The fraction would vary from County to County depending on the
State payment amount, which would be based on population divided
by the total County local budget. The permissive levies would
allow the governments to compensate for the lost tax base. The
taxpaver is protected from the tax increases by the reduction of
the mandatory levy for School District benefits.

By the State pumping the money to the taxpayer rather than the
local government officials, it leads to the possibility that local
government officials won't deem it necessary to use all the money,
but if they do use it all by the way of the permissive levy, then
the tax cut protected the people from a tax increase. In the end,
the taxpayers still have the tax reduction of the vehicles and
business inventory, at any rate. The business inventory tax re-
‘peal impact on Cascade County would be more than $600,000; in the
vehicle fee bill, based on a 1/3 reduction, it would be $768,000
for a total of $1.4 million. He used a $1.9 million example be-
cause it looked like the vehicle bill might end up reducing taxes
by more than 1/3. There would be a slightly different factor in
each of the counties which would convert to the permissive levy.
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Speeker of the House, wanted to know what the

e General Fund would be and Rep. Nordtvedt said
$38 million over the biennium. The livestock tex is left out be-
cause his cajculations were designed to cover the impact in the
worst impacted areas of the State, and when they were done, it
was found that the urban areas were fairly uniformly impacted.
The impact from the livestock reduction in the rural areas was
greater than in the urban, but the business inventory and the
vehicle impact was less in the rural areas. He submitted that
the Counties that would have a big leoss from the livestock reduc-
tion didn't seem to be concerned about this lcss in revenue.

Rep. Gould asked Rep. Nordtvedt who would devise the scheme as

far as what the payments would be. Rep. Nordivedt said the Legis-
lature would do the calculations before it adjourned and the per
capita amount would be adjusted to fit the final impact from the
vehicle and business inventory bills. For two vears it would be

figured.

Rep. Gould said that in his District, he had two School Districts
with different mill levy amounts, and he wanted to know how this

would be egualized.

Rep. Nordtvedt replied that at the present, a strange form of
County ecualization was taking place on the mandatory levy for
School benefits. By the State picking up part of these costs of
education and reducing the levv, in some sense the State General
Fund is not only equalizing those costs within the Counties, but
throughout the State as well. By having one factor to go from
total levy to additional permissive all-purpose levy, he submitted,
would work fairly uniformly throughout a County.

Rep. Asay wanted to know if the difference between the permissive
levy and the amount of the reduction in the benefits levy would
be available as a voted levy to the School Districts.

Rep. Nordtvedt said that School Districts could do their own thing
and if they increased their voted levy in that whole County that
money was provided through the reduced mandatory mill levy.

Rep. Dozier asked Rep. Nordtvedt about the possible conflict with
charter forms of government. Mr. Oppedahl (Legislative Council)
said that Helena, for instance, had a charter that said the City

may levy an all-purpose tax not to exceed 64 mills. It is not clear
whether this is a cap or whether the State's limits would apply.
Billings has a statement in its charter which says the Council shall
not levy more than 74 mills on real and personal property for all
purposes. It says the levy has to be increased by an affirmative
majority vote.
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Rep. Dozier wanted to know if the plan's enactment would cause

a lag between the lcss of taxes and the new cain. Rep. Nordt-
vedt said he assumed the State payments would be timed to coin-
cide with the propertv tax collections that woulé be impacted by
the loss of the inventory and vehicle tax revenues.

Rep. Dozier asked where the $38 million was going to come from.
Rep. Nordtvedt said the money would come from the general fund or the

0oil severance tax.

Rep. Bertelsen said that the guestion that arises in a lot of
minds it how complicated is it to establish for each jurisdiction
what the permissive amount will be. Rep. Nordtvedt submitted
that the amount could be derived very clesely by the calculating
of the one factor for each of the 56 Counties. The final deter-
mination of the permissive levy for any local government unit is
a simple product of that factor for that County times whatever
the normal levy for the unit is. Any local unit has a permissive
all-purpose levy which is 9% of its total levy. This percentade
varies from County to County.

Dan Mizner, Montana League of Cities and Towns, then made some
comments. When the County has an all-purpose mill levy, they put
on their 24 mills now that is a specific mill. When an all-purpose
levy which covers the entire County is adopted, the Road Fund mill
levy couldn't be included. The taxpavers in the City are then
transferring money to a different tax base.

If the County is given an increase of 7.1% and the Cities 7.2%,
this adds an additional double taxation, with transfer of City
funds to a County Road fund. He didn't think they had looked at
the problem of what is happening to the taxpayers in the Cities.

Rep. Nordtvedt said the Counties wouldn't do anything different
than what they presently do. Mr. Mizner said that an all-purpose
mill levy wouldn't accomplish this. Rep. Nordtvedt said the parts
of the County which presently aren't assessed on the City peoprle
wouldn't be included in his plan, either; 9% of the City people's
assessment is the onlyv thing the City people could be taxed on

the County levy.

Mr. Mizner submitted that another percentage for that purpose
should then be broken down and identified, and then it wouldn't
be an all-purpose levy. The same factor could be applied to two
different taxable valuations. The people in the Cities are having
14.3 mills put on and the City has 7.2 mills to use to increase
their budget and the Counties have 7.1 mills times the total oper-
ation. What is happening is twice as much of an increase is be-
ing given to the operation of the Counties as to the operation of

the City budgets.



JOINT LOCAL GOVERNMENT/TAXATION COMMITTEE MEETING MINUTES
April 16, 1981

Page 5

There was General disagreement with his conclusion. Rep. Nordt-

vedt said the 9% permissive applied only to what was assessed on
that property owner. They will only have a 9% permissive on what
they are presently paying to the County. ‘
Mr. Mizner said if one mill is put on the County, everybody in_
the City pays 1 mill. Evervbody pays two mills in the Cities if
there i1s a one mill for the City also.

Rep. Nordtvedt said he hadn't solved this problem but he didn't
think he had added to the problem either.

Mike Stephen, Montana Association of Counties, conceded that
schools were a portion of local governments but what was being
done was money was being taken from the State and the @istribu-
ticon was being made on a per capita basis; therefore, the dis-
tribution went to not necessarily property taxpayers but to .
schools--only relief and relief for property taxpavers. Keeping
in mind that Schools, Counties, and Cities are trying to be hglped,
the reductions in the property tax base as far as livestock, in-
ventory and vehicle fee reductions, leaves the taxpayers holding
the bag. He submitted that local government wasn't being helped
at all, because the people will still be levied with the all-
purpose permissive levy.

Don Peoples, Butte-Silver Bow Government, then submitted that the
plan deserved a lot of credit and good attention. One thing that
has to be realized is, when people get their tax notice, they look
at the bottom line. He said his problem was that he continued to
see a transferring of responsibility to the residential property
owner and this 1is false tax relief.

Rep. Sivertsen then spoke. He submitted that there would be a
reduction in automobile taxes and the business inventory tax re-
peal would pass. He believed that County and City officials would
rather see revenue sharing because there 1isn't the accountability
to the local taxpayers with it as there is with this method. He
thought that in order to be fair to the taxpayer, this plan was
the best method there was. Every time mill levies are raised,
the people will look at them. On the other hand, often with
revenue sharing it gets lost and people don't have anything to say

about it.

Rep. Dozier asked if this is to be a permanent program.
Rep. Nordtvedt said he planned for it to be a permanent one. Rep.
Dozier wanted to know what allowances would be made for inflation.
Rep. Nordtvedt said this could be handled similar to the way the
Governor's bill handled it.

Rep. Pistoria said he wondered by eliminating the inventory tax,
how much would the State lose. Rep. Nordtvedt explained to Rep.
Pistoria that the impact from the loss of the inventory tax would
be about $7 million per year, 1.7% of the tax base of the State.
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Rep. Pistoria said he couldn't see the sense in eliminating all
the taxes the Legislature proposed to do at the same time. He
submitted the inventory tax should be cut in half for the time
being and eliminated completely in two more vears.

Joe Godfry, Toole County Commissioners and Montana Association
of Counties, then spoke. He said that the money being talked
about was a Countywide levy but the County government wouldn't
be helped because it had nothing to do with their budgets, per
se. He said he didn't see where they were gaining anything.

Rep. Nordtvedt said he was correct; the levy was ¢giving the right,
however, to gain back the loss in the tax base if this was wished.
This should be done without having an effect on the home owners

and that is why the mandatory levy would be picked up by the Gen-—

eral Fund.

Rep. Harrison Fagg then presented his proposal. A band-aid
approach has been used for as long as he has been in the Legis-
lature. He submitted that something needed to be done to provide
for a long-term answer. He had no objection to Rep. Nordtvedt's
approach, if that was what the Cities and Counties wanted. But,
what they wanted needs to be looked at. He had a proposal formu-
lated by a number of people, and it had met with the Cities' and
Counties' approval. He submitted that a bill would be intro-
duced if it met with the agreement of the people on the two Com-
mittees; see Exhibit "B". He said that it was Rep. Kemmis' and
his joint proposal; a revenue sharing property tax replacement
program. He personally liked the Nordtved approach, but this one

is better understood and more workable for the time being.

In this proposal, whatever funding program was used would sunset;
any form of revenue sharing would be terminated at the end of the
Biennium. In the interim, a Committee would study City and County
problems and come back with recommendations as to how the Cities
and Counties could reduce spending and government. A set-aside
fund of money would be used to reward the governments that accepted

these proposals.

An Interim Oversight Committee would study other methods to make
Cities and Counties more efficient and workable. He submitted
-that a lot of answers could be had if this type of dialog could
take place. In the past, Cities and Counties haven't worked to-
gether to come up with programs. The second reason for the Over-
sight Committee is because of the new Commerce Department and it
is not clear what the goals of this Department are. There is
justification for an Oversight Committee on that Department. If
the Cities and Counties weren't able to solve their problems throug
the reward system and revenue sharing, they would have the option
to have a local income tax which would have to be approved by a

60% voter turnout. He submitted that they would really have to
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want to tax themselves to get the tax passed, because a 60% turn-
out was hard to get. (&) Cities and Counties would have their
lecst revenue replaced on whatever proposal they wanted, perhabDs
the Nordtvedt proposal. (B) They would be given help to show
them some long-range benefits and if all else fails, they have
the option of a local option tax. It is a broad-based concept
and is basically accepted. He submitted that local government's
problems needed solving before the Legislature adjourned.

Rep. Waldron told Rep. Fagg that he was disturbed about the sun-
set provision. He submitted that a permanent solution wasn't

being offered. As far as a study being conducted, he cited past
studies which he felt didn't accomplish much, and said he dién't

feel this one woulé accomplish anvthing.

Rep. Hannah submitted that this was permanent; sunsetting is im-
possible. If local governments are put on the State trough,

they will keep asking for more. Rep. Fagg said they would sunset
because this was in the bill. He submitted that Rep. Nordtvedt's
program was as much revenue sharing as his was. Rep. Nordtvedt
disagreed, because his program went to the people and not the

covernment.

Rep. Dozier told Rep. Fagg the problem he had with the plan was
that an assumption was being made that local covernments had been
operating inefficiently in the past. He wanted to know what would
be offered the government that had operated efficiently. Rep.
Fagg said there was no criticism of local government; he wanted
to attack duplication of services.

Rep. Dan Kemmis then spoke. He submitted that the proposal should
be part of the package and that a package was necessary. He said
that the main reason he didn't like revenue sharing was because he
didn't like the federal experience and didn't like starting a Stat
program which would be ongoing. It is demeaning on local Communi-
ties to have to reply on bigger governments for their revenue. In
order to get to where they can raise the necessary revenue, it 1is
essential to give them the opportunity to broaden their tax base.
He proposed a local option income tax that would have to be voted
on before it could be imposed. It would reguire a 60 turnout
approval. It would be essentially a pigg-back on the State income
tax of 10%. If the State is going to get into revenue sharing, it
should give the Counties the option of moving away from this and
taking on their own burdens. It is time to get this on the books
SO it can be perfected in the future sessions of the Legislature.

Rep. Fagg stated that the Local Study Commission of a few years
ago was attacking a different area than the one he was suggesting
to attack, which was the duplication of services areas. Rep.
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Rep. Fagg said a great deal came of it, but the Legislature was

unwilling to adopt it.

Rep. McBride asked Rep. Fagg how he planned to reward Counties
that had already combined services. Rep. Fagg said that was a
problem, but he felt it would have an impact on all the communi-
ties. It is impossible to write a bill that 1is satisfactory to
everyone. Perhaps the study could come up with some answers for
Butte.

Rep. Dozier wanted to know if the local income tax would be based ,
on the employers within the community or the people. Rep. Kermmis
szid it would be based on the residents in the community. The
prlan 1s for a Countvwide tax.

Rep. Sivertsen submitted that local option taxes got into the
situation where the voters would end up voting to tax someone
else, such as motel owners. Rep. Kemmis said that only an income
tax would be considered in the bill, and the only people who could
be taxed would be the people themselves. '

Rep. Fagg said he hoped that the Cormittees could determine the
best vehicle to put in his proposed bill. He submitted that they
had the authority to suspend the rules and introduce a bill. He
expressed hope that a solution could be arrived at, because other-
wise the people would be going home with nothing. Rep. Kemmis
submitted that the answer would have to be a combination of a
local option and some form of revenue sharing. Rep. Fagg stressed
that the Legislature needed to reach a compromise on what to do,
and rose in support of his proposal. Rep. Bertelsen said that the
main consideration at this point was if an answer could be come up

with.

Rep. Gould submitted that the House Bill which had provided for a
local option income tax would need to be revived if they decided
to adopt that idea. He added that if the proposal passed, Rep.
Sivertsen's bill also needed reviving. Also, he pointed out that
when a 60% voter turnout is mandated, in reality it would probably
need to be 70 - 80% to have something approved.

Walter Reisig, Billings City Council member, said he didn't care
what it was called, but they needed direction and help, because

of circumstances that had been mandated in for many years. Some-
thing has been placed on municipalities permanently and that is
the double taxation problem. Yellowstone County can't consolidate
because there are three major cities in it. He also submitted
that Billings had a charter 1limit of 74 mills, and State statutes
would have to be changed. He saw the Oversight Committee as an



OMMITTEE MEZETING MINUTES

[T LOCAL GOVERNMENT/TAMNATION COMMITTEE

additional bureaucracy. Nevertheless, it would seem to him that
the Committee would tend to have input into the local covernments.
He stressed that double taxation be eliminated, vhatever formula
was adopted

Rep. Bertelsen asked him if he was going to be satisfied if the
Legislature gave him an opportunity to replace lost revenue. He
replied they would be more "happy" than "satisfied".

Turnage and Stephens, who

Rep. Fagg said he had met with Senators
the

had told him that if a proposal was accepted by the House,
Senate would accept it.

Rep. Switzer said there was one difference in the two concepts.
One stays with the o0ld premise that money must be taken irom some-
one and then given back, and the other leaves the money unattachecd
and allows the oroup of local officials to determine how seriously
they need the services and they approach it from that angle. He
submitted that 90% of the people at home, if asked whether they
vanted the money left or taken and then given back, would want

left.

it
The meeting was adjourned at 9:15 a.m.
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Chairman Verner L. Bertelsen
Local Government Committee
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S24 Per Capita State Contribution

Cascade County -- Population 80,000
Mandatory School Benefits Levy 31.78 mills
$2,955,067
80,000 X 24 = $1,920,000 - $1,920,000
Reduced Levy 12 mi}ls $1,035,067
Mandatory Mill Reduction = 19.58 mills

£l
\

Permicsive All-Purpose Levies
State Pavment to County
S

Permissive All-Purpose Levy = Total Levy X Total County Local Bucge

Total County Local Budget = Total local Government Budgets plus Total
Local School Budgets: (Exclude egualizatior

and permissive budgets)

Example: Total Local School Budget in Cascade = $11 million
Total Local Government Budgets = $10.6 million

- 1.92
Permissive All-Purpose Levy = Total Levy X 21.6. = .09%Total Levy

13

7.1 mill All-Purpose Permissive

Il

County Operation: 79 mills X .09

Great Falls: 80 mills X .09 = 7.2 mill All-Purpose Permissive.
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LCZitionel Severance Tax © £.5% 17.861
indiell Profit Tax recduced by .24
Net increase to 01l companies g.37
SB 200 FY 82
100% Reduction net proceeds ' 11.02
90% Reduciion net proceeds ) 9.9
75% Reductilon net proceeds 8.26
50% Reduction net proceeds 5.510
34% Reduction net proceeds 3.747
30% Ekeduction net proceeds 5.306

Tax Year 1981

Without SB 200
Net proceeds

at 117 mills

Tax Year 1982

liet

proceeds
-
—

-
a

117 mills

(FY 1982)

$538,510,161
$63,005,68E8
(FY 1983)

$868,261,501
$101,586,595

)|J
VA

83

.279

.051
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.65
.00
.50
.00
.25
.50
.75
.00
.25
-50

[SAICLINT, B N N O N

.65
.00
.00
.25
.50
.75
.00
.25
.50

25.511046
28.880430
33.6823835
38.507240
40.913942
43.3206245
£5.727347
48.134049
50.540752
52.947454

3.362384
12.996194
15.402896
17.809599
20.216301
22.623003
25.029706
27.436408

_FY 83

27.177732
30.767244
35.895118
41.022992
43.586929
46.150866
£8.71£€03
51.278740
53.842677
56.406614

3.588512
13.845260
16.409197
18.973134
21.537071
24.101008
26.664945
29.228882

\
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Bill permits the voters of a county to
impose upon residents of the ccunty a local option income
tax in the form of a percentage of liability under Section

15-30-103, MCA. Beczuse the tax is optional it is anticipated

()]

that the Department of Revenue may encounter difficulties in
the administration of the tex. In particular it may not be
practical to utilize withholding to collect the tax. This is to
be left to the discretion of the Department. Hepefully,
experience with a local income tax program will provide the
information necessary to formulate a policy. The Department
may find it necessary to establish by rule the amount to be
deposited in the local government income tax account, estab-
lished by the bill, based on estimates of tax éollections.
Similarly the amount to be paid to the local governments may
have to be estimated. It 1is the intent of the Legislature
to permit the Department broad discretion in this area so as
to minimize administrative costs. Subsection (2) of Section

6 provides for delayed implementation of the local tax until

such times as a sufficient number of counties have elected to

impose the tax to generate income in excess of the costs of

the program.
The Revenue Oversight Committee should review the
Department's implementation of this bill and the method of

allocating costs to administration of the local income tax
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¢crcer for & tay to be effective under [Seciicns 1 throuch
4], the governing bocy of the county must by rescliuiicn
gsubmit the guestion of an opticnal tax tc the voiters oI the
county et & general election, et least €60% cf the cualifiec
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vOoters must vote on
cf those voting must approve imposition of the tax. Ii a
tax is approved the governing body shall certify the resulzts
te the cdepartment of revenue and indicate the tax yearé To
which the local income tax appliles. The tax may not Dbe
impcsed retroactively.

SZCTION 2. Local Government Income Tax Account.
(1) There is a local govermen:t income tax account in
the earmarked revenue Iund. Mcnev collected pursuant to
subsection (2) of 15-306-102 1s Zepcsited in this accou
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SECTION 3. BI>ocation
{1}y Mcney received by the county treasurer or chief
ccunty Iirencial cofficer pursuant to [Section 2] is allocated
to the ccunty and the 1ncorporatec ciitiecs and towns oi the
ZuonTy éccording T the Iclliowing formule.
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multiplied by the ratic of *he nurmber of individuals

13y

outside of incorporated areas of the country to the number of

individuals living in the country; and

ted city or town 1is allocated the

WYl

{b) each incorpor
amount received multiplied by the ratio of the number of
individuals living in the city or town to the number of
individuals living in the county.

(2) For the purpose of determining the population of
the various jurisdictions, the county treasurer shall use
the census figures based on the federal census, using the
most recent population estimates as published by the bureau
of the census, United States department of commerce.

SECTION 4. Use of ta» proceeds. The governing bocy of

-

the county or municipality receiving money pursuant to
[Section 3] may spend the money for general government

purposes.

SECTION 5. Amend 15-30-103.

15-30-103. Rate of tax - local option tax. (1) There
shall be levied, collected; and paid for each taxable year
commencing on or after December 31, 1968, upon the taxable
income of every taxpayer subject to this tax, after making
allowance for exemptions and deductions as hereinafter pro-
vided, a tax at the following rates:

41y (a on the first $1,000 ¢f taxable income or any part
thereof, 2%;

£2% (b on the next $1,000 of taxable income or any part
thereof, 3%;
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on the next $4,000 of taxable income or any part
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4+93(1) on the next $15,000 of taxable income or any part
thereof, 10%;

<28%(3) on any taxable income in excess of $25,000 or any
part therof, 11%.

(2) In addition to the tax liability imposed by sub-

Section (1), taxpavers recsident in a county where an opticnal

O

local income tax is impcesed pursuant to [Sections 1 throuch

4] are also subject to a tax in an amount egual toc 10% of

the liability imposed by subsection (1). For purposes of

administration and collection the optional local income tax

is considered to be a state tax liability.

SECTION 6. Applicability.

(1) Subject to the provisions of subsection (2), this

act applies to tax years beginning after December 31, 1981.
(2) A local government income tax may not be imposec

until the department of revenue determines that the taxes

collected for all approved optional local government inccome

texes will be more than the estimated refunés and admini

costs to be peid pursuant to Section 2 for all counties so

%)

czlecting.
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Cn pehalf of the City of Helena, I want to thand you for your steadfast
protvection of local govermment revenues {rom further erosicn by the
Legaslature cduring these last hectic days of the 47th L:;islatu*e Loca
goorTmment officials are aware cf what }ou have been dcing to xeep local
govermnents from taxking a fiscal beating at the hands of this Leglslatule.
Even without ta 1Ang the potential legislative losses into consideration,
things Jook gTim for Montana's local governmments. I assurc you that we
nave not bpeen ' C"'ln” wolf." If the LPgin’ture continues on 1t's current
giide path, Montana's local govermments face an utterly dismal fiscal
future

T urge you to continue to hold firm during the ''summit nrecess.” Replace-
ment revenues are an absolute must. local authority for additicnal
Tevenue generating options is desirable. A revenue sharing approach 1s
ncceptable as an interim solution to our short term woes. Resist the
"wishful tinkering" of folks like Representative Nordtvect.

I listened to his arguments zgainst the introducticn of the Fagg-Remnis
propesal to address the fiscal plight of Montana's local goveraments and
was appalled at his simplistic view of the sitvatlon. I assure you
Montana's local governments simplv could nct survive the 'Nerdivedt effect"
if ks,ﬁzf‘permitted to work his will during this Lecislative session.

Sincerely,

fancoy RY Y
A - é\I\- 'S \{\
Dennis M. Taylor
Director
BUDGET & EVALUATION DEPARTMENT
i/ isa

CC: Lt. Gov. George Turman



