House Bill 791

In The House

February 16, 1981 Introduced and referred
to Committee on Taxation.

February 17, 1981 Fiscal note requested.

February 23, 1981 Fiscal note returned.

April 23, 1981 Died in Committee.
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RILL NG ZZ/ _

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: ™AN ACT TGO REPLACE THE CCAL
EOARD WITH A COMMUNITY ODEVELOPMENT EOARD EMPOWERED TC MAKE
GRANTS AND LOANS TO LOCAL GOVERNMENT UNITS FOR CAPITAL
PROIJECTSS REALLOCATING THE DISTRIBUTION OF THE COAL
SEVERANCE TAX FUNDS AND A PORTION OF OTHER TAXES ON  NATURAL
RESQURCES T3 A COMMUNITY DEVELOPMENT ACCOUNT; AMENDINS
SECTIONS 15-35-1038y 15-36-112y 15-37-207, 15-59-108,
20-9-343y B5-1-332 90-6-202, AND 90-6-210s MCA; AND
REPEALING SECTIONS 2-15-1104y 390-6-201y 90-6—-203 THROUGH

F0-6-20%y AND 90-6-Z1le HCAe™

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

NEW SECTIONe Section le Purposes (%) The Montanz
legislature recognizes that:

(a) developaent of the state®s coal and other mnatural
resources has stimulated rapid growth in certain areas and
strained the ability of nearby communities to provide
essential public facilities and services;

{b) federe2l 1laws and regulations requiring upgraded
community watery sewers and solid waste systems to meet
national environmental standards frequenttly requaire

expenditures beyond Tlocal governoent®s capability to
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finance; and

(c) adequate public facilities and services foster the
economic development and social well-being of a communitye

{2) It is +the purpose of the legislature, by
altocating a portion of the revenue derived from the
development of the state®s matural rescurces to a community
development accounts to enable communities to receive loans
and grants from the acccunt +to provide essential public
services and facilities to their rasidentsa

NER_SECTIONe Section 2« Oefinitionse. As used in
fsections 1s 2y and 5 through 103s the following definitions
apply:

(1) "Board™ wmeans the community development board
created in [section 4]

(2) ®Capital project”™ includes:

(a) thes acquisition of lands rights—of-ways buildingss
or structures;

{b) preparation of sites; and

{c) constructions reconstructions demolitions or
alteration of existing facilitigsy including but not limited
to streetss roadse and sSridgese

{3) ™cnergy development™ means exploration for or
extraction, conversion, storagey processingy or
transportation of natural rescurces necessary 0 the

productions storages or transportation of 2nzrgye

-2- INTRODUCED BILL
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{4) "Financial assistance™ means grantss loanss loan
guaranteess or any combination thereof.

{5} "Local government unit® means countiess citiassy
townse school districtsy and other politiczl subdivisions of
thea states incltuding rural improvement and special
improvement districtse

MEW SECTION. Section 3. Community development account
established —— administrations (1) There is within the
earmarked revenue fund a community development accounts

{2) Money from the following sources is paid into this
account:

{a} the coal severance tax collectionss as provided in
15-35-108;

(b} 25% of the amount collected from the license tax
ons

{i} metal mines imposed in 15-37-101;

(ii) micaceous mineral mines imposad in 15-37-201; and

{1ii) cement and gypsum producers imposed in 15-59-102;

(c} 5% of the amount collected from the oil and gas
severance tax imposed in 15-36-1C1; and

(d) 25% of the money collected from the water
resources projects under the terms of 85-1-332(2).

{3) The state treasurer shall draw warrants from this
account upon order of the board.

{4) A1l payment of principal and interest on Tloans
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made by the board shatl be deposited in the accounte

{5} At the end of each fiscal years any obligatecd but
unspent balance of a grant or loan and any unobligsted funds
shall be retained in the account.

{6} The batance in the account shall be invested under
the unified investment programe The income produced frowm the
investment of the balance shall be placed in the general
funds.

MNEW SELTICOKs Section 4« Community development hoard
~- allocation -~ compositione ({1} There is & community
development board composed of seven memperss

{2) The community development board is alloceted to
the department of community affair$ for administrative
purposes onlys as prescribed in 2-15-121.

(3) The waembers of the board are selected as follows:

{a) The president and the mincerity Teader of the state
senate and the speaker and minority 1leader of the state
house of representatives shall cach appoint one membere.

{b} The governor shall appoint three memberssy one of
whom must be the director of the department of community
affairse

{4) No more than four members may b2 residents of the
same congressional districte

{5) Members® terms expire on January 1 of the year

following the gubernatorial electione

—f—
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MEW _SECTION. Section 5. Community development board
-- membership =-- organizaticns (1) The governor shall
u2signate the chairman of the boards created in [section 4].
The chafirman may make and second motions and votee

(2} Vvacancies on the board shalil be filtled in the same
manner as regular appointmentsy and the member appointed to
fill & vacancy shall serve for the un2xpired term to which
he is appointed.

(3) A wember may be removed for cause by the officer
zppointing that member to the boarde

{4) A majority of the meabership constitutes = quorum
toe do businesse A favorable wvete of a majority of all
members of the board is required to adopt any resslutions
motione or other action concerning the swerding of financisal
assistancee

{5) The board shall meet semiannually and may meet a2t
other times as called by the chairman or a majority of <the
memberse

(€) Members are entitled tc compensation as provided
for in 2-15-124(7).

NEW_SECTIONs Section 6« Community development board
-— powers and dutiese {1) The board may:

(a) sue and be sued;

(b} take and hold title to property given to secure

Toans made from the community develcoment account;
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{c) grant financial assistance te local government
units to fund essential capital projactse

{2} The board shall:

{2} adopt rules establishing procedures and guidelines
for evaluating and granting financial assistance;

{b) consider applications for financial assistance
from the community development account; and

{c¢) administer any grants awarded under the foraer
90~6-205 for which funds are unspent on [the effective date
of this act]e

NEW SECTIDN, Section T« Application for financial
assistancees (1) The gqoverning body of a local government
unit may apply to the board for financial assistances

{2} The board shall provide the application forms andg
require such information as it considers necessary to
evaluate the application under the criteria established in
[section 8].

(3} The governing body must submit its application
during a submittal period estaplished by the board as
required in [section 9].

MEMW SECTIONe Section 8 Basis for evaluatin-
applications and awarding financial assistances (1)} B8y
December 31y 1931y and before awarding any financial
assistances the board shall publish rules estaklishing

detailed quidelines for evaluating the criteria listed in

-y
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subsection (2)e

{2) In evaluating applicationsy the board shatll
consider each of the following criteria according to the
guidelines established in its rules:

{a) whether the project would eliminate or reduce &
direct and obviocus threat to the public healths safetys or
welfare;

{b) whether the project is consistent with an overall
plan in the community cr area;

{c) the applicant®s ability to finance the project
through the issue of bonds;

{d) the applicant®s mill levy in recent years compared
te levies in similar local government units in the same
years;

{e) the applicant®s efforts to secure financial
assistance from other socurces for the project;

{(f} the applicant?®s history of management capability
and fiscal responsibility; and

{g) the funds available to the hboarde

NEW SECTIUNg, Section %« Procedure for awardino
financial assistances (1} The becard shall estzblish two
dates each year by which applications must be recziveds All
applications received in one of the submittal pericds shall
be considered together and ranked sccording to their public

needse Except as provided in subsection (2)s the board may
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not grent financial assistance to any applicant without
considering all other applications received during a
submittal periods

{2) The board may consider an individual application
and sward financial assistance orior to the ead of +the
submittal period if the application involves ap imminent
threat to public healths safetys or welfaree

{3} The board shall award loanss rather than grantss
whenever possible and shall encourage applicants to seek
funding from other sourcess

(4) The board must award a3t 1=2ast one-third of the
total funds awarded for financial assistance during any
biennium to projects designed to mest needs crested by
energy developmente

{5} 7The tctal amount of funds the board awards aach
fiscal year may not exceed +the balance in the community
development accountes

NEW _SECTIONe Section 10e. Limitations on finzncial
assistances {1) The term over which any grant is psid may
not exceed 3 yearse. Any unspent balance of 3 grant reverts
to the community development account after 3 yearss

(2} The amount of a lToan many not exceed 90% of the
cost of the capital project for which it is granted.

{3) The term of the Toan may not exceed 20 years.

{4) Loans made by the board shall bear interest at the

—-



[*H]

w

10

11

12

13

15

16

17

LC 1239/01

same rate charged by the U«Se. farmers home administration
(FHA} or its successcr for community facility Toans at the
time the board makes the loane

NEW_SECTIONe Section 1le Education trust fund created
- administraticne (1} There is within the earmarked
revenue fund an education trust fund accounte Money is paid
into this account under 15-35-1CB.

(2) Money in this account shall be invested under the
unified investment program established in 1T7-6-201e 0OFf the
income from such in&estments each yeary 10% shall be added
to the principal of the account to ke sagregated and held in
trust for the purposes of supporting the public schools and
university systems of the staste. Cf the remaining 9% of the
income from such invastmentsy threa-fcurths shall he
annually paid into the earmarked ravenue fund for state
equalization aid to public schesls of the stzte and
one-fourth each year shall be paid to the board of regents
of higher education for use by the institutions of higher
learning in the states subject to the budgeting authority of
the legistature. The principal of the education +trust fund
zccount shall be dedicated to education and forever remain
inviclate and sacred to this purposs as provided in sections
3 ang 10 of Article X of the Montans constituticn.

Section 12. Section 15-35-~108y MCAy 1is amended *o

reads:

-G—
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"15-35-103. Disposal of severance taxes. Sevarance
taxes collected under the provisions of this chapter are
allocated as follows:

{1) To the +trust fund created by Article IXs section
59 of the Montana constitutions 25% of total collections a
yeare After December 31le 1979 50% of coal severance tax
coellections are allocated to this trust funds The trust fund
moneys shall be deposited in the fund established wun’ :or
17-6-203(5) and invested by the beoard of investments as
provided by lawe

{2) Coal severance tax callections remaining after
allocation to the +trust fund under subsection (1) are
allocated in the fcllowing percentages of the resci ~ -
balance:

{(a) to the county in which coal is mineds 2% of .°
severance tax paid on the coal mined in that county until
January 1y 1980s for such purposes as the governing body of
the county may determine;

(b} 2 172% until December 31y 1979y and thereafter 5%
to the earmarked revenue fund to the credit of the
alternative energy rescarch developamsnt and demonstr
account;

(c} 2o-if2%untii-dJuty-ivy-1979y-and-thereafter-37-172%
20Z to the earmarked revenue fund to the credit of the tees?

+mpact-and education trust fund account;

HZ3 791
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(d} fer-—each-of-the-2-fi+secoi-years-Ffollowing-June—30y
137Fr~13%-to-the-earmarked-revente—fund-—to-the-ecredit-of-the
coat-area-highway—improvement-eceount 20% to _the _ecarmarked
reyenue  fund o _the credit of the community deyelopment
agcoount;

{e) 10% +to the earmarked revenue fund for state
equalization aid to public schools of the state;

{f} 1% +to the earmarked revenue fund to the credit of
the county land planning account;

{g} 2 1/2% to the sinking fund toc the cradit of the
renewable resource development bond account;

th) 5% to the earmarked revenue fund to the credit of
a trust fund for the purpose of parks acquisition or
managementy protection of works of art in the state capitol,
and other cultural and aesthetic projectss Income frow this
trust fund shall be appropriated as follows:

(i) 173 for protection of works of art in the state
capitol and other cultural and sesthetic projects; and

(ii) 2/3 for the acguisition of sites and areas
described in 23-1-102 and the operation and maintenance of
sites so acquired;

(i) 1% to the earmarked revenus fund to the credit of
the state library commission for the purposes of praoviding
basic library services for the residents of all counties

through 1library federations and for payment of the costs of
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participating in regional and national networkinij

{j) all other revenues from sevarance taxes ccllected
under the provisions of this chapter to the credit of the
general fund of the statee.®

Section 13« Section 15-36-112s MCAy is amended *o
read:

"15-36~112. Disposition cf o0il1 and gas severance
taxese {1) Each year the department of revenue shall
determine the amount of tax collected under this chapter
from within each county.

{2) The severance taxes collected under this chapter
are allocated as follows:

La) 53  of _apoupnt coltected Lo _the _commuaity
development. accounts

+myih)} the amount remaipinge if anys by which the tax
collected from within a county for any fiscal year exceeds
the total amount collected from within that county for the
praevious fiscal years by reason of increased production and
not because of increase in or elimination of federal oprice
ceilings on 0il and gasy is allocated to the general fund of
the <ccunty for distribution as provided in subsection {3};

+b¥Lc) any amount not allocated to--the-~-county under
subsection subsectiops (2)(a) gr _(2}{b) is allocated to the
state general fund.

{3) (3) The county treasurer shall distribute the
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money received under this-seettom subsection (2){b}) to the
county and to all the incorporated cities and towns within
the county in the following mannere The county receives the
available money multiplied by the ratio of the vrural
population to the county populaticne Each incorporated
municipality receives the available money multiplied by the
ratio of the population of the incorpcrated municipality to
the county populatione The rural pepulation is that
population of the county living cutside the boundaries of an
incorporated municipalitye Popuiation shall be based on the
most recent figures as determined by the departeznt of
community affairse

{b} The money distributed under th+s subsection {(3)fa)
may be wused for any purpose as determined by the governing
body of the countys citys or town."

Section l4e Section 15-37-207+ MCAy is amendad to
reads

n15-3T7T~207+ Disposition of proceeds of taxe A%+ Of_the
license taxes ccllected under the provisions of this parts
15% shzll be deposited to the credit of the general fund of
the state and. 25% %o the credif of ibe community develgpment
account _created in_[seciion 31."

Section 15« Section 15-59-108sy MCAs is amended to
reads:

"15-59~-103. Deposit of taxess #¥F Jf_the Ticense taxes

-13-
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ccllected under the provisions of this party _I5% shall be
deposited to the credit of the general fund of the state angd
233 _to__gfhe credit of _the compupnity development account
created in fsectiopn 3]."

Section l6es Section 20-9-3434 MCAy is amended to read:

®20-9-343. Definition of and revenue for state
equalization aide (1) As used in this titles the term "state
equalization aid¥ means those wmoneys deposited in the
earmarked revenue fund as required in this section plus any
tegislative appropriation of moneys from other sources for
distribution to the public schools for the purpose of
equalization of the foundation programs

{2) The following shall be paid into the earmarked
revenue fund for state equalization aid to public schoels of
the state:

(a) 25% of &11 moneys received from the collection of
income taxes under chapter 30 of Title 15;

(b} 25% of all moneyss except 3s provided in
15-31-702¢ received from the collection of corporation
Ticense taxes under chapter 31 of Title 15y as provided by
15-1-501;

{c)} 10% of the moneys received from the collection of
the severance tax on coal under chapter 35 of Title 15;

(d) 62 1/2% of the moneys received from the treasurer

of the United States as the state's shares of cils gass and

HE 791
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other wmineral royalties wunder the federal Mineral Lands
Leasing Actes as amended;

{2) interest and income moneys described in 20-9-341
and 20-9-342;

{f) income from the }oeal-impaet-and education trust
funa account; and

{3) in addition tc these revenuesy the surplus
revenues ccllected by the counties for foundation program
support according to 20-9-331 and 20-9~333 shall be paid
into the same earmarked revenue funde"

Section 1T« Section B5-1-332, MCAy is awended to read:

#35-1-332. Disposition of moneys collectede {1} For
the purpose of carrying out the provisions of this chapter
and such other water resource authoritys powerss and duties
as are conferred upon the department by lawse the following
moneys shall be deposited in the earmarked revenue fund for
the use of the department:

{2) all sums of money donated or contributed by the
federal government or any department or agencies thereof;

{b) 2311 giftss donationss bequestsy and devises made
to the state therefor and proceeds of the sale thereof; and
the proceeds of the sale or redemption of and the interest
earned by the securities purchased or acquired with money
received under this subsection;

{c) al11 reimbursements for money advanced for the
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payment of the assessments upon statsy school-granteds anc
other public lands for the improvement therecf as provided
by Taws;

{d) all reimbursements for ®money advanced for the
investigation and survey of reclamations 2lectrification,
and rehabilitation systems or projects proposed +tc be
financed in whole or in part by the reclamation of lands and
dikinge drainages and diking and drainage dams for
conservation of water to be used in reclamation of 1land or
stock reservoirs or for the construction, maintenances and
operation of plants or projects for the manufacture or
distribution of electric current;

{e} all reimbursements for costs of surveys and
investigations for moneys advanced to countiess Eities. or
towns or their proportion of the cost thereof or from any
other sourceses

(2) The Qf the fcllowings I5% shall be deposited in
the state general fﬁnd and 253 _ia the carparked revenue fuoo
to the credit of the community dewelopment account:

{a) all income or profit and revenue of the works and
all money received from the salte or disposal of waters, use
of waters water storagey or other service and from the
operations leasey saley or other dispcsition of the workss
propertys and facilities acquired under this chapter; and

{b) a1l sums received by the department for the use of

-16—
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electricity in excess of the maintenance 3and operation of
the 2lectrification system or projects®

Section 18. Section 90-6-202y MCAy is amended to read:

n90-6~202. Aeecounts Account establisheds (1) Fhere—-is
within-—the--earraried-——prevenue——fund--a--tocat-—impact-—and
eduestion-trust—fund-acecsunts-Meneys-are-payabde——inte——this
acconnt-~ynder——15-35-188v-—-Fhe——state——treasurer—shali-drow
warrantes-from-this—-aceennt-upon-order-cf-the—-ccalt-peords

+2% Ther2 is within the earmarked revenue fund a ceoal
area highway improvement account.

{2) Ibis eccount is. abeolished June 30, _1252e ADy
wngbligated funds remaining ip _the _gaccouci on _that date
5hall _be_ transferred to the general fund.®

Section I9e Section 90-6~210y MCAy is amended to read:

n"90-£-210e Coal area highway reconstruction prografia
(1) The departimrent of highwayse within the 3rea designated
as the eastern Montana cecal field economic growth center as
certified to the secretary of transportation by the governor
under section 143, Title 23y United States Codey shall
preapare a special construction program for the
reconstruction of deficient sections of these hichways.

{2) The department of highways shall expedite the
planning and reconstruction program for projects on the
designated portions within this area by using funds

attocated—~under—-this--subsection ip_ithe coal area highway
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improvegent account and any federal funds that may be made
available to match such fundse Until federal funds are made
available to match the funds at3ieceted-under-this—subsection
in__ihe _3ccqunitsy the department of highways mayy upon
approval of the Mcontana state highway commissions expend
such funds for planning and receonstruction projects with or
without assurance from the federal government that unmatched
state expenditures will be retroactively recognized for
matching purposess

{3} Funds esltecated-under-this—subsection in_the coal
area higbhway iEprovement accoupt shall not be used to match
apportionments made for primary and secondary highways under
the Federal-Aid Highway Acts; howevers nothing in this
subsection should be construed to prohibit the
implementation of projects otherwise funded by
apportionments made under the Federal-Aid Highway Acts;
furthermorey planning and reconstruction projects may be
financed in whole or in part by public and private funds
provided such projects conform to the applicable standardss
regulationsy and procedures of the department of highways
and the federal highway administratione”

Section 20e Transfer of fundse Any unobligated or
unspent funds in the local impact and education trust funds
created in the former 90-6~202y to the credit of the coal

bouard on [the affective date of this act] shall be

-18- HB 73}
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transferred to the community development account established
in section 3

Section 21« Codification instructione (1) Sections 1
through 3 and 35 through 13 of this act are intended to be
codified as an integral part of Title 70y chapter &y part 2
and the provisions of Title 90+ chapter 64y part 2. apply to
sections 1 through 3 and S through 10e

{Z) 3Section 4 is intended to be codified as an
integral part of Title 2y chapter 15, part 1ly and the
provisions of Title 2y chapter 15, part 11ls apply to section
e

{3) Section 11 is intended toc be codified as an
integral part of Title 20s chapter 9y ggart 3, and the
provisions of Title 20s chapter 9+ part 3y apply to section
11.

Section 22. Repealer. Sections 2-15-110%y 90-5-201y
90-6-203 through 90-6-209y and 20-6-211s MCA» are repealeds.

~End-



STATE OF MONTANA
REQUEST No, _402-81

FISCAL NOTE
Form BD-15

In compliance with a written request received .. February 18 , 19 81 | there is hereby submitted a Fiscal Note
for __ House Bill 791 pursuant to ' Title 6, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legislature upon request.

Description of Proposed Legislation

House Bill 791 would create a Community Development Board to make loans and grants to
local government units for capital projects.

Expenditure Impact

Assumptions:
1. This fiscal note is for administrative expenses only.
2. All funds collected less administrative expenses will be available for loans and grants.
3. Revenue projections provided by Department of Revenue.
4, One additional FTE needed for loan officer.
FY 1982 FY 1983
Expenditures: Additional persoal
services for loan
officer $19,668 - $19,668
Revenue Impact FY 1982 : : FY 1983
Estimated Estimated Estimated Estimated
Amount Amount Amount Amount
Under Under Under Under
Current Proposed Increase Current Proposed Increase
Law Law (Decrease) Law Law (Decrease)

General Fund  $48,120,296 $44,729,924 $(3,390,372) $53,206,938 $49,513,470 $(3;693,468)
Local Impact

ERA 8,112,285 0 (8,112,285 9,612,915 0 (9,612,915)
Com. Develop. 0 11,502,657 11,502,657 0 13,306,383 13,306,383
$56,232,580 §$56,232,580 $ 0 : $62,819,853 $62,819,853 § 0

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: 2—" 2—3"' 2’




