HOUSE BILL B21

Introduced: 02/15/83

Referred to Committee on Local Government: 02/15/83
Hearing: 2/19/83
Died in Committee
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M prit no. H2l

INTRODUCED BY

A BILL FOR AN ACT ENFITLED: - ®AN ACT TD RELIEVE LOCAL

GOVERNMENT FISCAL PROBLEMS; CREATING A LOCAL GOVEANMENT
SERVICES EFFICIENCY INCENTIVE PROGRAM; AUTHORIZING A LOCAL
OPTION INCOME TAX; APPROPRIATENG FUNDS FOR LOCAL GOVERNMENT

FISCAL RELIEF3 AND PROVIDINSG AN EFFECTIVE DATE.™

BE IT ENACTED BY THE LESISLATURE OF THE STATE OF HONVANA:

'Sectlon ls« Short titles [This act] may be cited as the

"Local Government Fiscal Retief and Services Efficiency

Proqrai“.

Section 2. Purpose. It is the purpose of [this act] to
revltali;e and enhance the operation of 1ncal governments
through a flsc?l program that will:

(1} provide an immediate transfusion of ¢unds for
short-term relief to lTocal governments;

{2y provide an alternative method for ralsing local
government revenues independent of the property taxs that
will supplant a measure of current property tax revenues to
provide relief for local government residents and to free
the 1local government of rgllance oh a property tax base
established by the state; and

(31 actively encouragey with state financlial rewardse
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the exénlnatinn and ultimate consolidation of redundant
local government services to relieve some of the local tax
burden over the Toeng rune.

Section 3. Definitionse As used in [sections 1 through
4 and 6 tnrougﬁ 13]+ unless the context requires otherwise,
the following definitions appiys:

{1} “County™ means on entity recognizeﬁ as such by
Article XIy section 2+ of the Montana constitution.

{Z) "Depirtmant™ means the despartment of commerce as
provided In 2-~15-1801.

{3) ®"Municipality”™ means an entity Incorporated as a
city or town under any provision of lawe

(%) "Population® wmeans the nuaber of. residents as of
July 1 of each year of a wmunicipality ofr of a countys
exclusive of county residents residing within a
municipalitys as determined by the most recent ¥federal
papulation census For all counties and municipalities.

Section %« Use of funds - Income tax to replace
property taxess (1) A locai government pay use fupds
receijved under the provisions of f{this act] for any
governmental purposes

{2) If a3 local option income tax is imposed pursuant
to {sz2ctions L4 through 18]y the local government unit must
use 75% of the funds received from the income tax to

directly reduce property tawxes for general cperations of the

~2- INTRODUCED RILL
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local qovernment unite For purposes of this subsections
general operations of a local government unit do not include
taxes sr assesswents for retiring bonds and property taxes
for funding retirement systemss judgments against the local
governmant unites and services that are funded by a levy that
is not levied over the entire jurisdiction of the local
govarnment unite.

Sectlan S« Allocation of 1local assistance fundSe (1)
Money appropriated for local assistance under [Section 19]
must bde allocated among a1 municipalities and counties on
the f31lowing basis:

S50 of the woney must be distributed among
munsc.pgadities and cournties in the same proportion as their
population bears to the total state population;

{b} 50% of the available money wmsust &He distributed

among municipalities and countiess with each Ylocal

government unit receiving an amount in the same proportion

as:

(i) the population of the 1local government area

wmultiolied by the general tax effort factor of the 1local

governnent wultiplied by the relative income factor of the
local government bears to:

(i) the sum of the products determined under
subsection (1)(b)}{i) for all local governments In the statee

{Z) The state treasurar shall! calculate the amount
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allocated to each local government under subsection (L) 2nd
shall distribute the allocations on July 1, 1983,

{3) For purposes of this sections the foliowing
definitionsy In addition to the definitions set forth in
{section 3]s apply:s

{3} ™Genera} tax effort factor® means the property
taxes imposed by the local government unit divided by the
aggregate income attributed to <the population of the
municipality or countya

{k} ™Income™ means the total money incCome received
from 371 sourcesey as determined by the Y.Se buresu of the
cansus for general statistical purposes.

{c) ™Relative income factor®™ means a fraction whose

numerator is the per capita income of the state and whose

_ denominater it the per capita income of the local government

unit populaticn.

section 6e Incentive for local government services
afficiencys ASs an incentive for local governaents to enter
into agreements for the joint or cooperative provision of
servicess the director of the departmeats based upon
recommandations of the committoe established in [section 8]
and sub ject to appropriationss msay:z

{1} make assistance payments to local governments
equal to 3 years?® savings resulting from service

efficiencles as establigshed in [section 11]; and
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(2) provide for the assumption of local pension fund
unfunded Viabilitias resulting from service consolidation as
provided in [section 12}.

Section Te Service efficiency study authorized. (1)
The. department shall conduct a study of services provided oy
counties and municipalities to datermine those arsas where
the manner In  which services are provided creates a
situation In uhighr there _rs double taxation or reduced
fiscal efficiency in the provision of the servicaes.

{23 The study group shall prepare reports specifically
design3ting those areas in which services could be expected
*o ba providad aore efficiently if provided jointly by a
municioality and 3 county and estimate the annual savings
that could be expected if such a consolidation were made.

Copies  of all reports must be distributed to the Jocal

government services efficiency oversight committee .

established in {section B8] and to . each caounty and
nuqlclpglity in the state.

{3)  The department may engage the services of any
research agency it considers necessary to conduct the study
required by this sectione.

Section 8, Local governaent services efficiency
oversight committee establisheds (L) There is a local

government services efficiency oversight committee in the

department of commerce, The committee is composed of 12
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members as follows:

{a) four members of the hcuse of representatives
appointed by the speskers not more than two of whom are of
the same political partys;

{by four membars of the sepate appointea by the
committes on committees, not more than two of whom are of
the same political party;

{c) two mayors of waunicipalities appointed by the
director of the department from a 1list of Ffour nominees
supmitted by the Mentana league of cities and towuns; and

{d) txc county commissioners appointed by the director
of the department of commarce from a list of four nosinees
submitted by the Montana assoclation of countiese.

(2) The mayors and county commissioners serve as
nonvoting advisory members of the committees

(3) Members of the committee are entitled to
compensatfon and expense reimbursement as provided for
members of advisory councils in 2-15-122(5).

(4) The department shall provide technical and
administrative assistance as required by the Committea.

Section 9. Duties of local government services
efficiency overcight committeas (1) The Tocal government
servizes efficiency oversight committee established in
[section B) shall receive ond evaluate the reports submitted

by the department under {section 7] snd reports submitted by

-6~
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local governments studying service efficiency under {section
i0}e Tha committee shall evaluate the reports andy subject
to thz provisions of [sectléns 11 through 13]s recommend to
the director of the department that incentive grants be made
to participating lecal governmentse.

{2y The local government services efficiency oversight
committee may commission the department to undertake further
studies upon aspects of laocal government services that it
detsrmines bear further study.lThe committee wmay evaluate
local gavernment services and prepare suggasted legisiation
to increase the efficliency of such service deliverye.

.ion 10 Local ' governament services efficlency
studye (1) A combination of local governments or a committee
established by one or more Jlocal government units may
establish a Tocal government service efficiency plane The
plans which must De approved by the governing bodies of the
tocal government unlts involveds nust:

{a} set forth the sarvices studied and fhe current
method of service deliverys

{b} - conclude whether the servicas are awenable to
increased afficiency through conselidation of the services
or by cooperatién of local governmentse and if sosy the plan

@3y recommend service consolidation or cooperation;

{c) set forth the estimatad financial savings.

resulting from consolidation or coopevations if anyi and
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(d) recommend the manner of imptementing the
consolidation or cooperation if either is recommended.

{2) If service consolidation or cooperation is
recommended Iin the ptany the local governments involved may
jointly implement the plan and apply for a local government
services incentive award as provided in {section 6]. TIhe
application must contain the plan of service, an estimate of
the annual savings for sach participating local government
unity and any other information vequirsd by the local
goverisent services efflciency oversight committee or by the
director of the depart-ent;

Section 1ll. 3Service efficiency paymente. Local
goverawents are " entitled to a payment equal to-the asount
the director of the departmenty upon advice of the local
government services wafficiency oversight committeey finds
the local government unit may reasonably be expected tn save
during 3 years as a result of the joint or cooperative
provision of a servicee The efficiencies sust resuvlt from a
study conducted under the provisions of [sSection 1C}] that
are implemented by an interlocal agreewent or ovther method
authorized by law for the consolidation. or cooperative
provision of services.-

Seétion 12+ Assumption of unfunded pension
liabititiess In addition to any payment authorized by

[section 11} for a local govarnment that consolidates a
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service in which the consolidation involves employees under
different pension planss the local government services
efflciency oversight committee may recommend to tha di rector
of the department that he authorize tha state to assume the

unfundad Tlabilities of both panslion plans as thoss unfunded

Viabititiess existed on Oecember 31y 1982 The .local.

governments and the affected employees -shall agree on a
single pension plan to cover all nevw esployees of the

consol idated services All pension responsibilitys if anys

accruing after Decembar 31y 1982+ and all ewmployer .

contributions for all employees under al) pension plans are
tha responsibility of the 1ocal governwent units involved in
the consolidaticne

Section 13. Conditions for incentive awarde (1) AlY
incentivas authorized by [sections 11 and 12} are subject to
availability of funds appropriated for incentives and wmust
be awarded on a first-come flrst-served baslss

(2) 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 Ssubsection (3)s be prepared
to implement the service or must have implemented the
servictas ®Prepared to implement the service® means that all
legal reqguirements for providing the service have been
fulfilleds except fFor a subsequent effective date or

approval subject to receipt of a grante
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by agree to provide the services substantially as set
forth in the service plan for a minimum of 10 yearsy unless
it can be shown to the satisfaction of the director of the
departwents ofter a minisum period of 5 years from the grant

awardy that a good faith effort to provide the sarvices

.undef the agreement has failed to provide the anticipated

efficienciese.

(3) For the purposes of demonstration of sérvice
economiess the directors upon consultation with the 1Yocal
government services efficiency oversight committees may make
incentive awards based on a services plan that (3
conditional on the adoption of the plan by the elacturs or
Tocal governments invoiveds

{#} A Tlocal government that does not abide by the
conditions set forth In subsections {2) or (3) shall pay to
the state general fund the tota)l amount of any incentive
payment it has receivéd and shalls If an unfunded pension
1lability was assumed by the state as an Incentlives reassume
the - unfunded l1lability and refund to the state general fund
any payments that were made on such unfunded liabilitys

Section 4. Local option income taxes In addition to
the tax liability computed under 15-30-103, a taxpayer
resident in a county where a2n coptional local income tax is
imposed under [section 15] is subject to a tax agual to 10%

of the liability computed under L5-30-103. For the purposes

-1 0=~
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of adwinlstration and collections the optiocnal Jocal income
tax is considered a state tax liabilitye

s5action 15 Authorization of local option income taxe
{1) Sub Ject to the =minimum revenues requirement of
subsactlion (4)s the governing body of a county wmay by
resolution submit +the gquestion of imposing an optional tax
to the electors of the county at a general elections. To
approve iwposition of the taxs at least 60% of the qualified
electors of the county must vote on the question and a
majority of those wvoting on the question sust approve
imposition of the taxe

The resofution submitted to the electors must

specify the tax years to which the tax is intended to apply.
The tax may apply to any tax vyear beginning after the
electione

t3) If a local option income ¢tax is approveds the
governing bhody shall certify that fact to the department of
revenuee

{(#)} A local government income tax may not be imposed
unless the department of revenue determines that the amount
of +taxes collected will exceed administrative costs of the
departwent.

Section lée Local government income tax accounte Thare
is a Tocal government income tax account in the agency funde

Money collected under a local! opticn income tax iWposed
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under the prowisiopns of [section 15)] must bz deposéited in
this account to the credit of the county from which the
money was cocllecteds Prior to depositing wmoney in tne
accoumty the department of ravenue may deduct a percentages
established by ruley of the amount collected as a r~"% of
administering collection of the taxe

Section 17. Oisbursement of local inco .ax  fundsas
The state treasurer shall disburse the funds in the Tocat
governaznt Income tax account attributatle to each county on
July 1 of each years The treasurer may disburse funds at
other times in the year as wmay ope administratively
convenients

SEct!oq 18+ Allocativn of Tocal i#ncome tax revenue.
Money recelved by the county financial officer under the
provisions of [section L7] wust be allocated between the
county and the municipatities of the countys fhe
manicipalities must receiva that portion of the total amount
of money that the proportion of the population of each
municipality bears to the total population of the countye
The balance remaining after disbursesent to the
municipalities is allocated to the countya.

Section 19« Appropriations (1) There is appropriated
$12,500+060 from the general fund to the department of

administration for allocation to local governments as

provided in [section 5]
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(2) There is appropriated $12+500,000 from the general
fund for the biennium ending June 30y 19859 to the
department of commerce for the purposes of [sections &
through 13}« OFf that amounty not more tham $150,000 may be

used For conducting the servica efficiency study authorized

‘by {saction 7] and not more than $30+000 may be used for

support of the costs of the oversight committee creatad by
[section 38Y. The balante af the appropriation wmay be
allocated to local governments as incentive paymants as
provided in {section 6].

Section 20. Codification instruction. (1) Section 1%
is intended to be codified as an integral part of Title 15,
chapter 30, part ls and the provisions of Title 15s chapter
30y part le apply to section 1l4.

{2) Sections 15 through 18 are intended to be codified
as an integral part of Title 7¢ chapter 69 and the
pravisions of Title Te chapter 6+ " apply to sections 15
through 184

Saction 21« Severabilitys If a part of this act is
invalide alY valid parts that are severable from the invalid
part vamain in effecte If a part of this act is invalid in
one or more of its applicationss the part vemains in effect
in all valid applications that are severable from the
invalid applicationse

Section 22. Effective date. This act is effective July

-1~

1+ 1983,

~End-
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