HOUSE BILL NO. 910

Introduced: 03/12/83

Referred to Committee on Local Government: 03/12/83
Hearing: 3/19/83
Died in Committee
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INTRODUCED BY

A BILL FOR AN ACT ENTITLED: ®THE LOCAL GOVERNMENT TAX
STABILIZATION ACT OF 19835 TO ESTABLISH A LOCAL GOVERNMENT
BLOCK GRANT PROGRAM FUNDED BY A PORTION OF THE STATE INCOME
TAX TO PROVIDE FINANCIAL ASSISTANCE TO MUNICIPALITIES AND
COUNTIES IN MONTANA; TO AUTHORIZE 4LOCAL GOVERNMENTS TO
IMPDSE A LOCAL OPTION INCOME TAX TO QUALIFY FOR A PORTION OF
THE RLOCK GRANT PROGRAM FOR FESCAL YEAR 1987 AND SUCCEEDING
YEARS; TOU AUTHORIZE CERTAIN LOCAL OPTION HOTEL AND MOTEL
ROOM TAXESi TO APPROPRIATE FUNDS FROM THE LOCAL GOVERNMENT
BLOCK GRANT ACCOUNT CREATED BY THE ALY TD FUND STATE
PAYMENTS TO LOCAL GOVERNMENTSI AMENDING SECTION 61-3-534,

MCA; AND PROYIDING AN EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
MENM SECYIIQNa Section le Short titles [Sections 1
through 16] may be cited as the “Local Government Tax
Stapilization Act of 1983%,
NEM._SEGIIONa Section 2. Definitions. As used in
[sections 1 through 1563y the following definitions apply:
{1) ™County®™ means any county governmant that is not
classified as a consolidated governmant.

{2) *Governing body™ means the board of county
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commissioners ory in the case of a mumicipality or
clity-county consolidated governmenty the counciley
commissions or other body having charge of the finances of
the local governmente.

{3) *Incorporated population* means the number of
persons residing within the boundaries of a municipality.

(%) ®Jurisdiction™ means any citys towns countys or
consol idated govermmenti any other  wmunicipal taxing
districti: any school districte

(5) "iocal government™ means & municlipalitys 2 county,
or a city-county consolidated governments

(6} ™Milt value™ means the amount of revenue that can
be raised within a jurisdiction by levying T ail7. It s
determined by multiplying a jurisdiction's taxable valuation
by «001.

(7) “PMuniclipality® means an incorparated citys towns
or city-county consolidated governmente

{8) ™Taxable year™ means the taxpayer®s taxable year
for federal income tax purposess

{9) ™uUnincorporated population™ means the number of
persons not residing within a municipality.

NEMW. SECTION. Section 3. Local government bloeck grant
account created =-- source of funds. (1) There is a local
government block grant account within the earmarked revenue

funde
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(2) Funds in this account must be used In accordance
with the allocations provided in subsection {(3) to provide
payments to eligible Jurisdictions under the local
government block grant program created by {[sections |1
through 163

{3) A percentage of the proceeds from the Individual
incose tax collected under Title 15+« chapter 30y must be
deposi ted in the account as follows:

{a) for the general purpose block grant as provided
for in [section 5]s¢ 14X of the total collections in taxable
year 1982 and each succeeding year;

{b) for the general services block grants as provided
for in [section 5] for Fiscal years 1934 through 1985, 3X of
total collections in taxable years 1982 through 1984;

{c) for the general services block grants for fFiscal
year 1987y 2% of total collections in taxable yeasr 19853 and

{d) for fiscal year 1988 and each succeeding yeary 1%
of total collections in taxable year 1948 and  each
succeeding years

NER _SECTIIONs Section 4« Local government black grant
programe (!} There is a 1local gaverrnment block grant
programs The department of commerce shall adminlister the
program and distribute funds from the local government block
grant accounts

(2) The 1local government block grant program is
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compri sed of thrae parts:

{a) a general purpose block grant for all
Jurisdictions;

{t) a general servicas block grant for counties; and

(c) a general services block grant For municipalities-

NEN_SECYIONa Section 5. Division of block grant
fundse The division of funds within the local governament
block grant account is as followss

(1) The genaral purpose block grant for all
jurisdictions must be fundeds before any other distributions
are made from tha accounts in an amount sufficient to cover
the reisbursements required by 61~3-536.

{Z) {(2) Except ~3s provided in [section 10{3)}r the
general services block grant for counties must be funded
from a percentage of the remaining funds daposited in the
account equal to the ratio that the unincorporated
population of the state bears to the total state population.

{b) Except as provided in [section 10{3)]» the general
services block grant for municipalities sust be funded from
a percentage of the remaining funds deposited in the account
equal to the ratio that the incorporated population of the
state bears to the total state populations

NMEW._SECTIONg Section 6. Distribution of general
purpose block grant fundsas The general purpose block grant

for a1l jurisdictions must be distributed by the state to
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and by counties to other

Jurisdictions pursuvant to 61-3-509.

NEM_SECYI0H. Section 7.

Distribution of general

services block grant funds to counties. Except as provided

in [section 10(3)})s funds

in the general services block

grant for counties must be distributed as follows:

{1} One-half of each county*s share is determined by

the ratlo that the county®s

total county population in the

total population bears to the

state.

(2) The repaining one~half is distribuyted according to

the following formula in which

CH¥ = average mill value per

capita for a1l counties; INV = individual county wmill value

per capita; ICP = individual county population; C& = 1,72

total county grant:

cuy
—— X e
MV
Individual county TBF
€6 X

sum of all county TBFs

uMEM SECTION. ‘Sectlon B.
services block grant funds
general services block grant
into the consolidated category

{2} The consolidatad

= county tax base factor (TBF})

= 1/2 Individual county share

Distributien of general
to municipatitiess (1) The
for municipalities is divided
and the clitystown categorye.

category shall receive a

-
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percentage of the total munmiclpal grant as determined by the
following formuia in which PC6 = population of consolidated
governments; UP = unincorporated populationi TSP = total
state population; and TSHF = total state municipal
population:

PCG + (PCG X UP/TSP)

d = consolidated category percentage

TSnp

£3) The city/town category shall receive the remaindar
of the general services grant for municipalitiess

{4) Except as provided in [section 10{3)])s funds for
both the citystoWwn and consolidated categories must be
distributaed as follows:

{a) One-half of each municipality®s share Is
determined by <the ratio that the wunicipality®*s total
population bears to the total state municipal population of
that categorys

{b) Tha remaining one-alf Is distributed according to
the following formula in which MVPC = average mill value per
capita for all municipalities within each category; 1IV¥C =
individual municipal mill value per capita; IMP = individual
municipal population; L6 = 172 total grant for each
category:

MYPC

X IMP = municipal tax base factor (TBF)
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14
individual wsunicipal TBF

ce X = 172 individual

sum of all sunicipal TBFs municipality®s share

JEN_SECIIDNe Section 9« Population and taxable
valuation flgures +to be useda (1) Population figures used
for the calculations in [sections 5¢ Ty and 8] must be the
most recent fligures as determined by the department of
commer cee

(2) ™i1l valwes used for the calculations In [sections
Se T7e @nd 8] wust be the most recent taxable valuation
Figures as determinad by the departmeent of revenue for the
fiscal year in which payments are to be made.

HEW_SECIION. Section 10. Disposition and use of
fundse. The departsent of commerce shall distribute funds
from the local government block grant account as follows:

{1} On or before March ls 1984y and on or before March
1 of each succeeding yeary the reimbursement required by
61-~3-536 must be distributed.

(2) At least quarterly during 'fiscal years 1984
through 1986¢ a disbursemsent must be made from the general
servicas block grants for municipalities and countiess

{3) (a) For fFiscal year 1937 and each succeeding years

-disbursements from the general services block grants for

municipalities and counties must be made at least quarterly
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‘but may be made onTy to those local government$ that impose

a local option incowe tax as provided In [section 11].

{b) The total amount disbursed from income tax
praceeds in the account to local governments that quallfy
under subsection (3)}{a} in a fiscal year may not exceed the
total amount collected under [section 3{3)] for ecach taxable
year from the people residing within the boundaries of such
Tocal government jurisdictionss

{c) A1l funds that remain in the account after
disbur sement of the general service block grant according to
subsection (3)(b) wmust revert to the state general fund at
the end of each fiscal year.

NEM SECIION. Sectlon 11« Qualificatlons for general
services block grant disbursements after fiscal year 1986,
(1) To qualify for disbursements from the general services
block grant for municipalities and counties for fiscal year
1987 and each succeeding years a local government wust
abtain approval of the electors of the jurisdiction as
provided in {sections 12 and 13] to impose at Jeast the
following ltocal option income taxes:

(a) for ¥fiscal year 1987+ an income tax for taxable
year 1985 equal to 3% of each taxpayer®s Jliability under
Title 15¢ chapter 30}

{b] for fiscal year 1988, an incoms tax for taxable

year 1986 uqual to 4% of each taxpayer®s Jliability under

-8
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Title 154 chapter 30;

(c) for fiscal year 1939 and each succeeding years an
income tax for taxable year 1987 and each succeeding taxable
year equal to 5% of each taxpayer®s liability under Title
15y chapter 30.

{(Z) A 1local government may qualify in any fiscal year
if the tax rate speciflied for that year in subsection (1) is
impos2de

UEN_SECTION. Sectlon 12. Autherization of Tocal
option taxes -— election requirement. (1) Any local
goverament with general or self-government powers is
authorized to impose one or both of the fallowing:

(a) a 1local oaption hotel and motel room tax as
provided in [section 16]3

(b) a local option income tax on its residentsy not to
exceed 10% of an individualt?s state income tax liability
under Title 15+ chapter 30.

{2} A local government may impose or repeal a tax
authorized by subsection (1) only after an affirmative vote
of the electors of the jurisdiction.

HER_ SECEION. Section 13. Election requirements for
local option taxes. The governing body of 3 local government
shall submit the question of a llocal option tax to tha
electors of the jurisdiction as required by {section 121 in

the following manner:

-g-
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{1) The question may be presented to the electors by:

{a) a petition of 5% of the electors; or

(b) a resolution of the governing body of the local
government.

{2) Upon the receipt of such a petition by the
governing boedy or adoption of such a resolution, the
question must be placed on the ballot at the next regularly
scheduled election of the tocal government.

(3) The question must be presented in substantially
the following form:

[CJFor the Vocal government (insert name of tax).
E]AGAINST the Tocal government (insert name of tax}.

{4) The governing body shall Include in the ballot
question:

{a) a reasonable estimate of the reduction in property
taxess as expressed in willsy that would result from the
imposition of the local option tax; and

{b]}] the tax years to which the tax is iIntended to
applys. The tax may apply to ihe taxable year begimming after
the election.

{5) The question of imposition of a local option tax
may not be placed before the electors more than one time in
any one fiscal yeara

HEH SECIIONe Section 14a Certification of local

option income tax. #When a local option income tax is

-10-
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approved for a taxable yeares the governing bady of the Tocal
government shall certify the tax rate to the departaent of
revenue not later than MNovember 15 of the taxable year
preceding the taxable year to which the tax is first to
apply-

HNEM.SELYICH. Section 15« Collection and distribution
of local option income taxes. (1) The department of revenue
shall coltects under rules adopted by the departments any
local option income tax Imposed in compliance with [sections
12 through 14]. The rules for the administration of the
state income tax apply to the local option income tax except
wheny in the judgment of the department of -~ revenues
application of the rules would be inconsistent with
[sections 1 through 16] or not feasible for proper
administrations

{2) Local . option fncome  taxes collected under
{sections 1 through 167 must be accounted for separately-and
sust be credited to a separate Tocal option iIncome tax
account established in the state treasury.

(3) The department of revenue may deduct an awount not
exceeding 1X of revenue collected to cover actual costs
incurred by the department in adwministering the local option
income taXs

(&%)  The departwment of commarce shall distribute to the

- Tocal goverament of . origin the TJTocal optlon income tax
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collections credited to the account provided for in
subsection (2).

NEM_SECTION. Section I&8. Hotel and motel room taxe
{1) Under the authority granted in [section 12}y a local
government may impose a tax on the use of hotel and wmote}
fFacilitiess as defined in 50~51-102 not to exceed 10X of
the room rentale

{2) The 1local government imposing the tax shall
provide for tha administration and the collection of the
taxe

Section 17« Section 51-3~536, MCAy |5 amended to read:

=51-3-536. State aid for Jocal govermmente (1) Each
county treasurer shall compute:

{a) the +total amount received during the period from
January 1ls 1981, to December 31y 19814 for property taxes on
auytomobiles and trucks having a rated capacity of
threae-quarters of a ton or Tessy denoted CT;

(b} the total asmount that would have baen receivad
during the sase period If the Ticense feg system had been in
affecty denoted CF3; and

T¢) the number of light wehicles registered in the
county on December 31» 1981, donoted NC.

{2} The thre¢ quantitiesy CTes CFy and NC» shall be
certified to the department of revenue by February 1y 1982.

The department pf. rexegue shall compute for each county a

-12-
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quantity called county revenue losss denoted CRLs and county
loss per vehicley denoted CLVy and defined as follows:

{a) CRL = larger of:

(i) 03 or

{it) CT - CF;

{b} CLV = CRL/NC.

{3) Prior to Fabruary 1 of year denoted Yy the county
treasurer shall determine and certify to the department gf
reyemie the number of 1light vehicles registered in the
county on December 31 of the prior yeare denoted NC(Y).
Erior to March 1. of yoar Y. the dagarteent of reveous shall
transelt _to the dapariment of comssrce fhe awount of CLY x
beLX)-for.gach cougtyas

(%) On March 1 of year Ys the department gf_ _COBSRLCE
shall transsit to each county treasurer a warrant in the
amount of CLVY X NC{Y).

{5} Upon receipt of the payment provided for in
subsection (%)y the county treasuref shall credit the
paysment to a motor vehicle suspense fund ande at some time
between March 15 and March 30y shall distribute the payment
in the same manner as funds are distributed to the taxing
jurisdictions as provided Iin 61-3-509."

NENM_SECTION. Section 18. Appropriation. There is
appropriated frosm the local government block grant account

created in section 3 the sum of $37,400,000 for the biennium

=1.-
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ending June 30, 1985y to the departmant of coamerce to fund
the state payments to 1local governments provided for in
section 10.

NEN..SECIIDN. Section 19« Effective dates This act is
effective July 1, 19483,

~End-
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STATE OF MONTANA
RequesT no. | 200-83

FISCAL NOTE

Form BD-IX

March 18, 19 83

S ohance with 4 written request received
., __House Bill 910

, there is hereby submitted a Fiscal Note

pursuant to Chapter 53, LLaws of Montana, 1965 - Thirty-Ninth Legisiative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legisiature upon request.

IESCRIPTION OF PROPOSED LEGISLATION:

House Bill 910 is the Local Government Tax Stabilization Act of 1983. The bill
establishes a local government block grant program funded by a portion of the state
income tax and authorizes local governments to impose a local option income tax and
certain local option hotel and motel taxes,

ASSUMPTIONS:

ti The percentages in Section 3(a) and (b) apply to total income tax collections
in FY 84 and FY 85. Current allocations of income tax would be made after the
allocation on the Local Government Block Grant.

2 [ncome tax collections will be $166.43nin FY 84 and $175.46nin FY 85.

3} No estimate is made of the amount that would be raised by the local option
income tax or hotel/motel tax.

FISCAL IMPACT:

FY84 FY85
Million
Local Government Block Grant Account
Current Law $ 0 5 0
Proposed Law 28.29 29.83
Increase $ 28.29 $ 29.83
General Fund
Current Law §106.50 $112.29
Proposed Law 88.41 93.20
Decrease $(18.09) 5(19.09)
»inking Fund
Current Law $ 18.31 $19.30
Proposed Law 15.19 16.02
Decrease 5§ (3.12) § (3.28)
Continued ' 57

@wﬁ M @«,

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: S ’/K/éj




" school Foundation Program

Current Law $ 41.61 $ 43.86
Proposed Law 34.53 36.40
Decrease 5 (7.08) $ (7.46)

TECHNICAL NOTE:

Section 3(3) conflicts with Sections 15-1-501 and 17-5-408, which provide for the
allocation of income tax collections. Section 3(3) is also ambiguous concerning
what year's collections are affected. Referencing fiscal years' collections would
be clearer. A local option income tax will be difficult to administer if it is
hased on taxpayers' residences, rather than places of employment.

FISCAL NOTE 17:Q/2



