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~BILL NOo n .. L 
<M•m"'" "~~~~~· .?"?~ 
A BILL FOR AN ACT ENTITLED: •AN ACT TO RELIEVE LOCAL 

GOVERNMENT FISCAL PROBLEMS; CREATING A LOCAL GOVERNMENT 

SERVICES EFFIClENCV INCENTIVE PROGRAM! AOlHORIZING A LOCAL 

OPTION INCOME TAXi APPROPRIATING FUNDS FOR LOCAL GOVERNMeNT 

FISCAL RELIEf; .NO PRDVlDING AN EFFECTIVE OATEoa 

BE IT ENACTED BT THE LEGISLATURE OF THE STATE OF HONJANAI 

Se~tlon 1. Short title. [This a~t) •ay be cited as the 

•Local CQYGrn•ent Fiscal Relief and Services Effl.ci.ency. 

Proqra"'•• 

SectJon z. Purpose. It is the purpose of fthis act] to 

revitalize and enhance the operation of local gove~nments 

throuqh a fiscal progra• that will: 

(1) provide an i•~ediate ~~ansfusion of funds for 

short-terM relief to lacal qovernments; 

(2) provide an al~arnativa method for ratsinq local 

government revenue, independent o~ the property tax, tha~ 

will ~upplant a •easure of current property tax revenues to 

provide relief for local qovern.ent residents and to free 

the local govern~ent of reliance on a property tax base 

established by the state; and 

(3) actively encourage, with st~te financial rewards, 
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the exa•lnatlon and ultl•ata consolidation of redundant 

local government services to relieve some of the local tax 

burden over the long run. 

Section 3. Definitions. As used in [sections 1 through 

~ and 6 through 13]• unless the context requires otherwlse 7 

the fo11o~lng defi~ltions apply: 

tl) •county• .eans an entity rec~n•zed as such by 

Article XI• section 2t t'Jf' the Mor.t.ana const~tutQon .. 

tZ) •DepartMent• aeans the departwent of co ... rca as 

provided In z-~5-1801. 

f3) •Municipality• .sans an entity incorporated as a 

city or town under any provision of law. 

(!t) •Population• ~~eans thft nu•ber of, residents as of 

July 1 _of each year of a .unicipa1ity or of a county. 

exclusive of county residents residing wl tf'oin a 

•untcl ;;talltyt as drteriRined by t.ha IHnrt. r«:ent fede;ral 

population census for all coun~ie$ and .unieipalities. 

Section ~. Use of funds lnca.e tax to ~~place 

property taxes. ClJ A local gove~nment •~Y use fun~s 

rec:eiW'ed under the provisions of {this act] for any 

governaental purpose. 

(2) If a local option tnca.e tax is imposed pursuant 

to [sections 1~ through 18], the local govern•ent unit .ust 

use 75t of the funds received fro• the income tax to 

directly reduce prooerty taxes for 9eneral operations of the 
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local government unite For purpos~~ of this subsection• 

gener31 operations of a local government unit do not include 

taxes ~r assess•ents for retJring bonds and property taxes 

for funding retirement systeMs, judgMents against tne local 

gover~•~nt unit, and services that are funded by a levy that 

is not levied over the entire jurisdiction of the local 

govern•ent unit. 

Section'· Alloca~ion of local assistance funds. (1) 

Money appropriated for local assistance under (section 19] 

must be allocated aaong all •untcipallties and counties on 

the f~llo~ln9 basi~: 

50t oi the .on~y ~st ba distributad a.anq 

~ns~-~~1ftles and courties 1n the s~.e p~oportion as their 

popu1atlon bears to the total state population; 

(b) 501 of the available ~ney .ust be distributed 

a•ong 11unfclpalltles and counties, wtth each local 

go~e¥~aent unit receiving an aMount in the sa.e proportion 

as: 

(i) the population of the local govern.ent area 

MUlti~1ied by the general tax effort factor of the local 

govern~ent mu1tipl led by the relative inco•e factor of the 

local govarnaent bears to: 

fll) the su• of the products determined under 

subsection (l)(bJ(i) for a~l local governments In the state. 

(ZJ The stat@ ~reasurer shall calculate the a~unt 
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alloc~ted to Pach local government under subsection (1) ana 

shall distribute the allocatfons on July 1, 1983. 

(3) For purposes of this section, the 

definitions, In addition to the definitions set 

(section 3)o apply: 

fol h>Hinq 

forth In 

(a) •General tax effort factor• Means the property 

taxes imposed by the local qovern-.nt unit divided by the 

aggregate inco•e attri~uted to the population of the 

IMJnici pal·fty or county. 

(hJ •IncOMe" .cans the total money incoae received 

from all sourcest as doter•ined by the u.s. bureau of the 

census f~r g~neral ~tatlstl~al purposes. 

(c) •Relative inco.e factor• aean~ a fraction who~v 

nume~~~o~ I~ t~ per capita Income of the state and who£e 

denominator is the per capita inco..e af the local .govern.ent 

unit population. 

'iect.ion 6. Incentive for local govern ... nt services 

efffcfency. As an incentive for local govern•ents to e~t~r 

into agreements for the joint or cooperative provision of 

serw,cas~ the director of the departMent~ based upon 

recoMaendatfons of the co .. lttoa established In (section 8) 

and subject to approprl~tionso aay• 

(It •ake assistance pay.ants to local governMents 

equal to 3 yea~s• savln9s resulting fro• 

efficiencies as established in [section 11]; and 

-4-
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(Z) pruwide for the assu•ption of local pension fund 

unfund~d liabilities resulting fro• service consolidation as 

provided In (section IZ). 

section T. Service efficiency study_ authorized. (1) 

The depart•ent shall con~uct a_study of services prowided oy 

c_ouot I es and •un I c i pal it i es to dat.er11i.ne those areiijiis where 

the •anner In which services are prowlded creates a 

situation In which there Js double taxation or reduced 

fiscal efficiency in the provision of the services. 

(2! The stu~y group ~hall prepar~ re?orts specifically 

deslgn~ttng those areas In whjeh services could be expected 

to ba pTovidaa Aore efficiently if provloed jaintly by a 

.unicloatltJ and a county and astl•ate the annual savings 

that co~~d be expectod If such a con$olidation w&re •ade. 

Copla•, of all reports •ust be distributed to the 1 0c~l 

government. 

establ i shed 

ser:vices 

In [section 

~nlc•pality in the state. 

efflclency 

8] and to 

oversight coaaittee 

each county and 

(3) The departaeent 111ay engage the services of any 

research agency it considers necessary to conduct the study 

required by this section. 

~ectfon 8. Local go\;ern•ent services •fficiency 

oversight com•lttee established. (1) rhere Is a local 

govern•ent services efficiency oversl9ht co•Mittee in the 

depart•ent of co_.erce. The co .. lttee is composed of 12 
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.. mers as follows: 

(a) four members of the house of representatives 

appointed by the speaker, not •ore than two of who• are of 

the sa•e political party; 

(b) four •••bars of the senate appointeo by the 

co••fttea on co••ittees. not more than two of who• are of 

the saMe political party; 

c·c) two aayors of •unicipal ities appointed by the 

dlrector of the depart.ent fro• a list of four nom,nees 

suomitted by tt.c MGntana l&Dgue of cities and towns; and 

(d) t.~G cotJnty co1111JssJ,ners appo;nted by the dir·ec-tor 

of t~e dP.~art•ent of co•merce fra. a list of fo~r no•i~es 

submitted by the Montana association of counties. 

fl) The •ayors and county co .. issioners serve as 

nonvoting advisory -bars of the co-ittee. 

( 3) Members 

compeosatton and 

of the 

expense 

co-ittee are 

rei11burse11ent as 

members of advisory councils in 2-15-122(5)• 

entitled to 

provided for 

('t) The depart-nt shall provide technical and 

administr~tlv~ assistance as requ•red ny the co•aittee. 

Section 9. D~ties of local gnvtun ... ent services 

efficiency over~;ght. colftatlttee. (1) The ioca'i governaent 

servi~es ~ffic~en'y oYerslght co~ittee estab1i~hed ir. 

{section 8) shall receive ond evaluate the reports sub•ltted 

by the departMent under [section 7] and reports sub•ltted by 

-6-



l 

z 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

1:0: 

13 

14 

15 

t~ 

17 

111 

19 

20 

21 

zz 
23 

24 

25 

LC 2050/0l 

local gove~naents studying service efficiency under (section 

10)• The cOMmittee shall evaluate the reports and, subject 

to th~ provisions of [sections 11 through 13]9 recommend to 

the director of the departMent that incentive grants be .ade 

to participating local govern~ents. 

(Z) The local govern.ent services efficiency oveisight 

co•mitt~e may co•misslon the department to undertake further 

studies upon aspects of local government services that it 

det.enni nes bear further study. The co1A11i 'ttee may evaluate 

local governMent services and prepare suggAsted legislation 

to increase the efficiency of such service delivery. 

.,on to. local governaent services efficiency 

study. £1) A co•bination of local govern•ents or a co .. ittee 

established by one or more local 

establish a local governMent service 

qoverntnent: 

efficiency 

units may 

plan. The 

plan. w~lch must be approved by the governing bodies of the 

local governaen~ units involved, aust: 

(a) set for~h th9 swrvi~~s stud;ed and the curren~ 

.. thod of service delivery; 

{h) conclude whethe~ ~he sery,cea ar& ave~ble to 

increa§ed ef'flclency 'th~ough consalfdatfon of the servic.es 

or by cooperati·on of local govern.ents, and i'f sot the plan 

aay rec:o••end service consolidation or cooperation; 

(cJ set forth the estimated ft.n·ancfa1 savings 

resul~ing fro• consolidation or cooperation• if any; and 
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.(d) r ecom~tend the •a Mer of imple•enting t ..... 

consolidation or cooperation If either is reco•••nded. 

(lJ If service consolidation or cooperation Is 

reco~ended In the ptan. the local govern•ents involved may 

jointly i•ple~nt the plan and apply for a local govern•ent 

services incentive award as provided in {section 6]. The 

application must contain the plan of service• an esti~ate of 

the a~nual savings for each participating local govern.ent 

unit, and any other information r~qulr~d by the local 

gover1•ent services efficiency oversight committee or by the 

director of the departaent. 

Section 11. Service ef'ficiency pay•ent. Local 

governwents are ehtftled to a pay•ent equal to the aaount 

the director of t.he departaent., upon advl·ce of the local 

gove.r.n•ent services efficiency oversight co••itteet _finds 

the local gove~naent unit •ar reasonably be exp~cted To save 

during 3 years a~ a result of the ~oint or cooperative 

provisio~ of a ~ervice. The eff-eien~ies •ust r~sult fro. a 

study conducted under the provisions of [section 101 that 

are imple.ented by an int9rlo~al agre~•ent or u~her •ethod 

authorized by law for the coosol idatlon or cooperat!lve 

provision of services.· 

Section 12. ASSUIIPtion 

llabilitie$. In add'ltlott to 

of unfunded pensJon 

any pay•ent autllo~l.zed by 

{section 11] for a lOcal gOvern.ent·that consolidates a 
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serviee In vhtch the consolidation involves eaployees under 

different pension plans. the local govern.-nt services 

efficiency oversight c~aittee .ay reeo ... nd to the director 

of the department that he authorize the state to assuae the 

unfunded liabilities of both p~ns!on plans as thos& unfunded 

lfabit itles· existed on oeeeaber 3lt 19HZ. The ,Jocal 

gover~•ents and the affected eMPloyees ·Shall agree on a 

single pension plan to cover all new e•ployees of the 

con~olidated service. All pension responsibility• if any. 

accruing af~er DeceMber 3lt 198l9 and all e.ploye~ 

contributions for all ••ployees under all pension plans are 

the rPsponsibility of the local ~ov~rnMent units involved in 

the c~nsolidaticn. 

Section 13. Conditions for incentive award. (lJ All 

i"centivas authorized by [sections 11 and lZ) are subject to 

availability of funds appropriated for incentives and .ust 

bE! awarded on a first-coae fl.rst-servad bi!sls. 

(ZJ ·As a condition of receipt of an incentive awardy 

the local governments who are a party to the service shall: 

(a) axcept as provided in subsection (3), be prepared 

to i~leaent the service or must have iMple.anted the 

service. •Prepared to IIRJtl eMnt ·the sal!"vice 111 aeans that all 

legal requirements for providing the ser~ice have been 

fulfilled• except for a subsequent effective date 

approval subjec..:"t to receIpt. of a grant. 
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(b) agree to provide the services substantially as set 

forth In the service plan for a •int.u• of 10 years. unless 

it ean be shown to the satisfaction of the director of the 

depart•ent• sf~er a •lnl•u• period of S years fr08 the grant 

awardw that a good faith effort to provide the services 

under the agraement has failed to provide the anticipated 

efficiencies. 

(3) For the purposes of de•onstratlon of service 

econo•ies. the director, upon consultation with the local 

govern•ent services efficiency oversight coa•lttee, •ay .ake 

iAC~otive awards based on a services plan that C~ 

condl~;onal on the adoption of the plan by the electors or 

local govern~nts involved. 

1~1 A local qovern.ent that does not abide by the 

conditions set forth In subsections (2} or (3) snell pay to 

the state general fund ~he total aeount of any Incentive 

pay•ent it has received and shall, If an unfunded pension 

liability was assu•ed by the state as an incentive, reassu.e 

the unfunded liability and refund to the state general fund 

any payments that were •ade on such unfunded liability. 

~ection 14. local option incoae tax6 lr. addition to 

the t.a~ liability conputed ••nder 15-30-103• a taxpayQr 

resida~t In a cou~ty vher~ an cptional local incoae thx 1s 

iMposed under ($eCtion 15] Is subject to a tax aqual to 10~ 

of the liability coMputed under lS-30-103. For the purpQses 
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of a:twlnlst:·ration and collect:ion• tt:o opt~.anal locaJ incoMe 

~ax is cons1dPred a state tax liabilitY• 

Sactfon 15. Authorization of local option income tax. 

(1) Subject to the •lniaua revenues require.ant of 

subsection (~)• the governing body of a county •ay by 

resolution subait the question of i•posfng an optional tax 

to the electors of the county at a general election. To 

approve lMpos5tlon of the tax, at least 60% or the qualified 

elec~or~ of the county •uGt v~te on the question and a 

~tnjority of "those votin1 on t-.he quest.ion eust. ilpprove 

iMoo~it~on of ~he ta~. 

The resolution sub•itted to the eJectors .ust 

specify the tax years to which the tax is intended to apply. 

The tax •ar apply to any tax year beginning after the 

election. 

(3) If a local option income tax is approved• the 

governing body shall certify that fact to the depart.ent of 

revenue. 

(~) A loc~l govern .. nt lncom~ tax •ay not be i•posed 

un1&ss the departaent of revenue determines that the aaount 

of taxes collected will exceed ad•inlstrative costs of the 

depart•ent. 

Section 16• Loeal govern•ent inco~ tax account. There 

is a local governMent inca.e tax account in ~he agency fund. 

Honey collected under a local option lnca.e tax Japosed 
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under t~e provision~ of (section 15] DU$t b~ depos•ted in 

this 3Ccount to the credit of the county fro• wh~ch the 

money was collected. Prior to depositing money in tne 

acco~ty the denartment of revenue •ay deduct a percentage• 

estabtished by rule~ of the a.ount collecteo as a~-~~ of 

ad•inistering collection of the tax. 

Section 17. Disburse•ent of local tnco .d:X funds. 

The state treasure~ shall disburse th~ funds in ~he local 

gov~~~~2nt lncoma tax account attrlbutab}e to each county on 

Ju1y J of each year. The treasu:rer •-ay disburse funds at 

othe!" ti•es ln the yP..:IIf" as ear oe ad•lnistratively 

conve:"t i •~"t. 

section 18. Alloc~tlun of local ~oeome tax rev~nue. 

Money received by the coun~y financial of~icer under the 

provisions of [se~tion 17] •ust be alloeated between the 

county and the •unicipalities of the county. The 

aunlcipallties must receive that portion of the total a80unt 

of aoney that the proportion of the population of each 

Municipality 

The balance 

bears to the total population of the county. 

r~•aining after dlsburse•ent to the 

Munlcipalltfes is allocated to the county. 

Section 19. Appropriation• (1) 

$12t500,000 fro• the general fund 

There is appropriated 

to the dapart.ent of 

adml ni strati on for a11ocatl on to 1 ocal gowern111ent·s as 

provided In [section 5]• 
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121 There Is appropriated S1Zo500o000 fro• the general 

fund for the blennlu• ending June 30, 1985o to the 

3 depart•en~ of co•aerce for the purposes of [sections 6 

~ thro~gh 13)• Of that a.ounto not aore than S150o000 -.y be 

5 used for conducting the servlca efflclency study authorized 

6 by {s!ction 7] and not ~ore than S30y000 •ay be used for 

1 

A 

support 

[uctlon 

of the costs of the oversight ca.aittee created by 

8]. The balance of the appropriation •ay be 

9 allo~at4d to local govern~nts as incentive pay .. nts as 

10 provi1ed in (section 6]• 

11 Section 20. Codification instruction. (1) Section 1~ 

12 Is intended to be codified as an Integral part cf Title 15o 

13 chapter 30, part l• and the provisions of Title 15y chapter 

1~ 30• part 1• apply to section t~. 

15 121 Sections 15 through 18 are intended to be codified 

16 as an integral part of Title 7o chapter 6o and the 

lT provisions of Title l• chapter 6., ·apply to sections 15 

18 throuqh 18o 

19 Sac~ion ll. Severability. If a part of thi' ~ct is 

20 invalid, R11 valid parts tha~ are se~erable from the invalid 

Zl part ra•ain •n effect. If a part of ~his act Is invalid in 

22 one or 11t0re of its appl h:::atif)ns, the pa·rt re•alns in effect 

23 In all valid applications that are severable fro• the 

Z4 invalid applications. 

25 Sectton 22. Effective date. This act Is effective July 
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1 1., 1983. 

-End-
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