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SENATE BILL NO. 40

2 INTRODUCED BY GAGE
3 BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION
4
5 A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT FOR DEBT COLLECTION PURPQOSES, THE
6 TERM "AGENCY"INCLUDES THE INTERNAL REVENUE SERVICE; ELIMINATING THE REQUIREMENT THAT
7  THEDEPARTMENT OF ADMINISTRATION TRANSFER ANY FUND BALANCE IN EXCESS OF $10,000 FROM
8 THE DEBT COLLECTION INTERNAL SERVICE FUND TO THE GENERAL FUND AT THE END OF EACH
9  BIENNIUM; ELIMINATING THE REQUIREMENT THAT THE DEPARTMENT REPORT CANCELING AND
10  WRITINGOFF OF ACCOUNTS RECEIVABLE TO THE BUDGET DIRECTOR; AMENDING SECTIONS 17-4-101,
1 17-4-106, 17-4-107, AND 17-4-108, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."
12
13  BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
14
15 Section 1. Section 17-4-101, MCA, is amended to read:
16 "17-4-101. Definitions. In this part, the:
17 {1) term "agency" inciudes:
18 (a) all state offices, departments, divisions, boards, commissions, councils, committees,

19  institutions, university units, and other entities ar instrumentalities of state government; and
20 (b} with respect to delinquent taxes that the state-auditer department is requested to collect, state

21 and local entities whose personal property taxes are collected by the county treasurer; and

22 {c) the internal revenue service;

23 {2) word "department” means tha department of administration.”

24

25 Section 2. Section 17-4-106, MCA, is amended to read:

26 "17-4-106. Agency owed debt ta receive all money collected -- exception. (1) All money collected

27 by the department on debts transferred to the department by the various agencies, except funds collected
28 under 17-4-103(3), must be deposited to the account or fund of the agency to which the debt was
29 originally owed. A county shall apply a delinquent personal property tax collection by the department to

30 the payment of the taxpayer’'s most delinquent personal property taxes or portion thereef of the taxes.
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{2} Funds collected under 17-4-103(3} must be deposited in an accountin the internal service fund
for the cost of assistance of debt collection by the department. Funds deposited in excess of the amount
appropriated for aperation of the debt collection program must be carried forward into the next fiscal year
for operation of the debt collection program. Any excess carried forward into the next fiscal year must be

used to reduce the designated percentage of the collected proceeds charged to the various agencies. At

Section 3. Section 17-4-107, MCA, is amended to read:

"17-4-107. Writeoff procedures. {4 The department may establish procedures for canceling and
writing off accounts receivable carried on the books of the various state agencies that have been

transferred to the department pursuant to 17-4-104 and that are uncollectible or the continued pursuance

of the collection of accounts would cost the state more than the amount collected. The-procedures-must

I b . I " ion{2).

Section 4. Section 17-4-108, MCA, is amended to read:
"17-4-108. Circumstances under which previously written-off debt may be collected. If a debt
previously written off under 4744304} 17-4-107 subsequently becomes collectible, the department shall

proceed to coilect the money due pursuant to 17-4-106{1) and 17-4-106."

NEW SECTION. Section 5. Effective date. [This act] is effective on passage and approval.

-END-
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SENATE BILL NO. 40
INTRODUCED BY GAGE
BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT FOR DEBT COLLECTION PURPOSES, THE
TERM "AGENCY" INCLUDES THE INTERNAL REVENUE SERVICE; ELIMINATING THE REQUIREMENT THAT
THE DEPARTMENT OF ADMINISTRATION TRANSFER ANY FUND BALANCE IN EXCESS OF $10,000 FROM
THE DEBT COLLECTION INTERNAL SERVICE FUND TO THE GENERAL FUND AT THE END OF EACH
BIENNIUM; ELIMINATING THE REQUIREMENT THAT THE DEPARTMENT REPORT CANCELING AND
WRITING OFF OF ACCOUNTS RECEIVABLE TO THE BUDGET DIRECTOR; AMENDING SECTIONS 17-4-101,
17-4-106, 17-4-107, AND 17-4-108, MCA; AND PROVICING AN IMMEDIATE EFFECTIVE DATE."

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

Section 1. Section 17-4-101, MCA, is amended to read;

"17-4-101. Definitions, In this part, the:

{1} term "agency" includes:

{a) ali state offices, departments, divisions, boards, commissions, councils, committees,
institutions, university units, and other entities or instrumentalities of state government; and

{b) with respect to delinquent taxes that the state-auditer department is requested to collect, state
and local entities whose personal property taxes are collected by the county treasurer; and

{c) the internal revenue service;

{2} word "department” means the department of administration."”

Section 2. Section 17-4-106, MCA, is amended to read:

"17-4-106. Agency owed debt to receive all money collected -- exception. (1) All money collected
by the department on debts transferred to the department by the various agencies, except funds collected
under 17-4-103(3), must be deposited to the account or fund of the agency to which the debt was
originally owed. A county shall apply a delinquent personal property tax collection by the department to
the payrnent of the taxpayer’s most delinquent personal property taxes or portion thereef o} the taxes.
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(2} Funds collected under 17-4-103(3) must be deposited in an account in the internal service fund
for the cost of assistance of debt collection by the department. Funds deposited in excess of the amount
appropriated for operation of the debt collection program must be carried forward into the next fiscal year
for operation of the debt collection pregram. Any excess carried forward into the next fiscal year must be

used to reduce the designated percentage of the collected proceeds charged to the various agencies. At

Section 3. Section 17-4-107, MCA, is amended to read:
"17-4-107. Writeoff procedures. {3 The department may establish procedures for canceling and
writing off accounts receivable carried on the books of the various state agencies that have been

transferred to the department pursuant to 17-4-104 and that are uncaollectible or the continued pursuance

of the collection of accounts would cost the state more than the amount collected. The-procedures+rust

Section 4, Section 17-4-108, MCA, is amended to read:
"17-4-108. Circumstances under which previously written-off debt may be collected. If a debt
previgusly written off under 3243043} 17-4-107 subsequently becomes collectible, the department shall

proceed to collect the money due pursuant to 17-4-105(1) and 17-4-106."

NEW SECTION. Section 5. Effective date. [This act] is effective on passage and approval.

-END-
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STATE OF MONTANA
Fiscal Note for 3B0040, as introduced

DESCRIPTION CF PROPOSED LEGISTATION:

A bill providing that for debt collection purposes, the term “agency” includes the Internal
Revenue Service; eliminating the reguirement that the Department cf Administration transfer
any fund balance in excess of 510,000 from the debt collection internal service fund to the
general fund at the end of each biennium; and eliminating the requirement that the department
report the canceling and writing off of accounts receivable to the budget director.

ASSUMPTICONS:

1. The addition of the federal Internal Revenue Service (IRS) as an “agency” of the state
enables 1t to contract with the state debt collection unit and pay collection costs as
a percentage of the amount recovered (commission) in the same manner as state agencies.

2. Any additional proprietary fund revenue estimated to be received by the debt collection
program from a ceontract with the IRS will be used to reduce the commission charged by
the debt service program per 17-4-106(2), MCA.

3. There was nc excess fund balance to transfer from the debt service program at the end
cf the 1993 and 1995 biennia; the department anticipates that there will be no excess
fund balance above $10,000 at the end of the 1997 biennium.

4. A $50,000 increase in annual revenue to the debt collection from the addition of a
contract with the IRS would result in an estimated 2 percent reduction in the
commission rate charged to all agencies. Approximately half of current collections
are for the general fund; the remaining cellections are split between state and federal
special revenue funds and local governments. The remaining collections are estimated
to be 50 percent federal special revenue funds, 40 percent state special revenue funds,
and 10 percent local government funds.

5. Federal regulations (Circular A-87) prohibit the state from transferring money received
from federal programs to the general fund. A certain amount of the revenue received
by the debt collecticn program comes from federal funds. The portion of fund balance
required under current law to be transferred to the general fund that is attributable
to federal programs wculd have to be paid to the federal government. Currently, the
federal government has approved the rates charged by the debt collection program tc the

~other state agencies and has determined that the debt collection program has not
accumulated excessive fund balances with the rates it currently charges.

FISCAL IMPACT:

Revenues;:

’ Fysg FY99

Difference Difference

General Fund (01) 25,000 25,000
State Special (02) 10,000 10, 00C
Federal Special (03) 12,500 12,500
Local governments 2,500 2,500

Total 50,000 50,000
EFFE ON COUNTY OR OTHER LOCAL REVENUES OR TURES:

The percent commission charged to counties for collection of delinquent property taxes would
ke reduced by the same amcunt, estimated to be 2 percent, or about $2,500 per year.

—RANG FECTS ©Q ROPQS ON: The passage of this bill would make 1t easier
and more cost-effective for the IRS tc contract with the state, enabling the IRS toc establish
long-term arrangements and to increase the amount of business they do with the state.

J-10= %7

PONSOR DATE

QM ol 11147

DAVE LEWIS, BUDGET DIRECTOR DATE
Office of Budget and Program Planning

Fiscal Noté for SB0040, as introduced
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APPROVED BY COM ON
STATE ADMINISTRATION

SENATE BILL NO. 40
INTRODUCED BY GAGE
BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT FOR DEBT COLLECTION PURPOSES, THE
TERM "AGENCY" INCLUDES THE INTERNAL REVENUE SERVICE; ELIMINATING THE REQUIREMENT THAT
THE DEPARTMENT OF ADMINISTRATION TRANSFER ANY FUND BALANCE IN EXCESS OF $10,000 FROM
THE DEBT COLLECTION INTERNAL SERVICE FUND TO THE GENERAL FUND AT THE END OF EACH
BIENNIUM; ELIMINATING THE REQUIREMENT THAT THE DEPARTMENT REPORT CANCELING AND
WRITING OFF OF ACCOUNTS RECEIVABLE TO THE BUDGET DIRECTOR; AMENDING SECTIONS 17-4-101,
17-4-106, 17-4-107, AND 17-4-108, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE." |

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

Section 1. Section 17-4-101, MCA, is amended to read:

*17-4-101. Definitions. In this part, the:

{1) term "agency" includes:

{a) all state offices, departments, divisions, boards, commissions, councils, committees,
institutions, university units, and other entities or instrumentalities of state government; and

{b) with respect to delinguent taxes that the stateauditer department is requested to collect, state
and focal entities whose personal property taxes are collected by the county treasurer; and

(c) the internal revenue service;

{2) word "department” means the department of administration.”

Section 2. Section 17-4-106, MCA, is amended to read:

"17-4-106. Agency owed debt to receive all money collected -- exception. (1) All money collected
by the department on debts transferred to the department by the various agencies, except funds collected
under 17-4-103(3), must be deposited to the account or fund of the agency to which the debt was
originally owed. A county shall apply a delinquent personal property tax collection by the department to

the payment of the taxpayer’'s most delinquent personal property taxes or portion thereof of the taxes.
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{2) Funds collected under 17-4-103(3} must be deposited in an account in the internal service fund
for the cost of assistance of debt collection by the department. Funds deposited in excess of the amount
appropriated for operation of the debt collection program must be carried forward into the next fiscal year
for operation of the debt collection program. Any excess carried forward into the next fiscal year must be
used to reduce the designated percentage of the collected proceeds charged to the various agencies. At

Section 3. Section 17-4-107, MCA, is amended to read:
“17-4-107. Wiriteoff procedures. {1 The department may establish procedures for canceling and
writing off accounts receivable carried on the books of the various state agencies that have been

transferred to the department pursuant to 17-4-104 and that are uncollectible or the continued pursuance

of the collection of accounts would cost the state more than the amount collected. Fhe-procedures—ust

Section 4. Section 17-4-108, MCA, is amended to read:

"17-4-108. Circumstances under which previously written-off debt may be collected. If a debt
previously written off under 37436+ 17-4-107 subsequently becomes collectible, the department shall

proceed to collect the money due pursuant to 17-4-105(1) and 17-4-106."

NEW SECTION. Section 5. Effective date. [This act] is effective on passage and approval.
-END-
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SENATE BILL NC. 40
INTRODUCED BY GAGE
8Y REQUEST OF THE DEPARTMENT OF ADMINISTRATION

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT FOR DEBT COLLECTION PURPOSES, THE
TERM "AGENCY" INCLUDES THE INTERNAL REVENUE SERVICE; ELIMINATING THE REQUIREMENT THAT
THE DEPARTMENT OF ADMINISTRATION TRANSFER ANY FUND BALANCE IN EXCESS OF $10,000 FROM
THE DEBT COLLECTION INTERNAL SERVICE FUND TO THE GENERAL FUND AT THE END OF EACH
BIENNIUM; ELIMINATING THE REQUIREMENT THAT THE DEPARTMENT REPORT CANCELING AND
WRITING OFF OF ACCOUNTS RECEIVABLE TO THE BUDGET DIRECTOR; AMENDING SECTIONS 17-4-101,
17-4-108, 17-4-107, AND 17-4-108, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."

8E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Section 17-4-101, MCA, is amended to read:

"17-4-101. Definitions. In this part, the:

{1) term "agency" includes:

(a) all state offices, departments, divisions, boards, commissions, councils, committees,
institutions, univarsity units, and other entities or instrumentalities of state government; and

{b) with respect to delinquent taxes that the state-auditer department is requested to collect, state
and locai entities whose personal property taxes are collected by the county treasurer; and

{c} tha internal revenue service;

12) word "department” means the department of administration.”

Section 2. Section 17-4-108, MCA, is amended to read:

"17-4-106. Agency owed debt to receive all money collected -- exception. (1} All money collected
by the department on debts transferred to the department by the various agencies, except funds collected
under 17-4-103(3), must be depasited to the account or fund of the agency to which the debt was
originally owe&. A county shall apply a delinquent personal property tax collection by the department to

tha payment of the taxpayer’s most delinquent personai property taxes or portion thereet of the taxes.
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{2) Funds collected under 17-4-103(3) must be deposited in an account in the internal service fund
for the cost of assistance of debt collection by the department, Funds deposited in excess of the amount
appropriated for operation of the debt collection program must be carried forward into the next fiscal year

for operation of the debt collection program. Any excess carried forward into the next fiscal year must be

used to reduce the designated percentage of the collected proceeds charged to the various agencies. A+

Section 3. Section 17-4-107, MCA, is amended to read:

"17-4-107. Writeoff procedures. {3} The department may establish praocedures for canceling and
writing off accounts receivable carried on the books of the various state agencies that have been
transferred to the department pursuant to 17-4-104 and that are uncollectible or the continued pursuance

of the collection of accounts would cost the state mare than the amount collected. The-procedures—+rust

Section 4. Section 17-4-108, MCA, is amended to read:

"17-4-108, Circumstancas under which previously written-otf debt may be collected. If a debt
previously written off under 430441 17-4-107 subsequently becomes collectible, the department shall

proceed to collect the money due pursuant ta 17-4-105(1} and 17-4-1086."

NEW SECTION, Section 5. Effective date. [This act) is effective on passage and approval.

-END-
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SENATE BILL NO. 40
INTRODUCED BY GAGE
BY REQUEST OF THE DEPARTMENT OF ADMINISTRATION

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING THAT FOR DEBT COLLECTION PURPOSES, THE
TERM "AGENCY" INCLUDES THE INTERNAL REVENUE SERVICE; ELIMINATING THE REQUIREMENT THAT
THE DEPARTMENT OF ADMINISTRATION TRANSFER ANY FUND BALANCE IN EXCESS OF $10,000 FROM
THE DEBT COLLECTION INTERNAL SERVICE FUND TO THE GENERAL FUND AT THE END OF EACH
BIENNIUM; ELIMINATING THE REQUIREMENT THAT THE DEPARTMENT REPORT CANCELING AND
WRITING OFF OF ACCOUNTS RECEIVABLE TO THE BUDGET DIRECTOR; AMENDING SECTIONS 17-4-101,
17-4-108, 17-4-107, AND 17-4-108, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."

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

Section 1. Section 17-4-101, MCA, is amended to read:

"17-4-101. Definitions. In this part, the:

(1} tarm "agency” includes:

(a) all stats offices, departments, divisions, boards, commissions, councils, committees,
institutions, university units, and other sntities or instrumentalitias of state government; ard

{b} with raspect to delinquent taxes that the state-auvditer department is requestad to collect, state
and local entities whose personal property taxes are collected by the county treasurer; g_rm

he intarnal raven rvice:

{2) word "department” means the dapartment of administration.”

Section 2. Section 17-4-108, MCA, is amended to read:

"17-4-106. Agency owed dabt to receive all money collected -- exception. {1} All money collacted
by the department on debts transferred to the department by the various agencies, aicapt funds collected
under 17-4-103(3), must be dsposited to the account or fund of the agency to which the debt was
originally owed. A county shail apply a delinquent personal property tax collection by the department to

the payment of the taxpayer’s most delinquent personal property taxes or portion thereof of the taxes.

% -3- S8 40
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{2} Funds collected under 17-4-103(3) must be deposited in an account in the internal service fund
for the cost of assistance of debt collection by the department. Funds deposited in excess of the amount
appropriated for operation of the debt collection program must be carried forward into the next fiscal year
for aperation of the debt collection program. Any excess carried forward into the next fiscal year must be
used to reduce the designated percentage of the collected proceeds charged to the various agencies. A

ormium-amyfund balanes

Section 3. Section 17-4-107, MCA, is amended to read:
"17-4-107. Writeoff procadures. {3 The department may establish procedures for canceling and
writing off accounts receivable carried on the books of the various state agencies that have been

transterrad to the department pursuant to 17-4-104 and that are uncollectible or the continued pursuance

of the collection of accounts would cost the state more than the amount collected. The-procoduras—rrust
Bliahod I ik ror-2)

Section 4, Section 17-4-108, MCA, is amended to read:
"17-4-108. Cilrcumstances under which previously written-otf debt may be coltected. |f a dabt

previously written off under 3743933 17-4-1Q7 subsequently becomes collectible, the department shall
proceed to collect the money due pursuant to 17-4-108(1} and 17-4-108."

NEW SECTION. Section 5. Effactive date. [This act) is effective on passage and approvat.
-END-
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