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A Bill for an Act entitled: "An Act clarifying the provisions of
the entitlement share payment program; providing that there is no
increase in the base entitlement share pool unless certain state
revenues have increased by at least the growth rates calculated
for local governments; prohibiting an increase in the number of
mills a local government may levy for a reimbursed tax base
decrease; amending sections 15-1-121 and 15-10-420, MCA; and

providing an effective date and an applicability date."

Be it enacted by the Legislature of the State of Montana:

Section 1. Section 15-1-121, MCA, is amended to read:

"15-1-121. Entitlement share payment -- purpuse —-

appropriation. (1) (a) As described in 15-1-120(3), each local

government is entitled to an annual amount that is the

replacement for revenue received by local governments for

diminishment of property tax base and various earmarked fees and

other revenue that, pursuant to Chapter 574, Laws of 2001,

amended by section 4, Chapter 13, Special Laws of August 2002,

and later enactments, were consolidated to provide aggregation of

certain reimbursements, fees, tax collections, and other revenue

in the state treasury with each local government's share. The

reimbursement under this section is provided by direct payment
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from the state treasury rather than the ad hoc system that offset

certain state payments with local government collections due the

state and reimbursements made by percentage splits, with a local

government remitting a portion of collections to the state,

retaining a portion, and in some cases sending a portion to other

local governments. Fhe—amourt—catculated—pursuwanrt—to—this
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(b) The sources of dedicated revenue that were relinquished

by local governments in exchange for an entitlement share of the

state general fund were

‘=) personal property tax reimbursements pursuant
to sections 167 (1) through (5) and 169(6), Chapter 584, Laws of
1999;

‘> vehicle, boat, and aircraft taxes and fees pursuant tor

i)y Title 23, chapter 2, part 57,

i)y Title 23, chapter 2, part 65,

i+ Title 23, chapter 2, part 87,

<Tvr 61-3-3175,

<vr 61-3-3215,

‘vi)y Title 61, chapter 3, part 5, except for 61-3-509(3), as
that subsection read prior to the amendment of 61-3-509 in 20015,

‘tvii)y Title 61, chapter 3, part 75,

<vitir 5% of the fees collected under 61-10-1227,
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+ix)y 61-10-1307,

txy 61-10-1485, and

txt) 67-3-205;

tcr gaming revenue pursuant to Title 23, chapter 5, part 6,
except for the permit fee in 23-5-612(2) (a);

+d)r district court fees pursuant tor

1)y 25-1-201, except those fees in 25-1-201(1) (d), (1) (g),
and (1) (3)7.

i 25-1-202+,

<t r 25-9-5065, and

vy 27-9-103;

ter certificate of title fees for manufactured homes
pursuant to 15-1-116;

+f)r financial institution taxes collected pursuant to the
former provisions of Title 15, chapter 31, part 7;

tg)r all beer, liquor, and wine taxes pursuant tow

- 16-1-4045,

i1y 16-1-4067, and

tii+)y 16-1-411;

< late filing fees pursuant to 61-3-220;

1> title and registration fees pursuant to 61-3-203;

‘3> veterans' cemetery license plate fees pursuant to
61-3-459;

k> county personalized license plate fees pursuant to
61-3-406;

1> special mobile equipment fees pursuant to 61-3-431;

“m) single movement permit fees pursuant to 61-4-310;
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€ state aeronautics fees pursuant to 67-3-101; and
to)r department of natural resources and conservation
payments in lieu of taxes pursuant to Title 77, chapter 1, part

5.
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)y (2) The total amount estimated—pursuant—to—subsections

o)

tzyta) received in fiscal year 2010 as an entitlement
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share payment under this section is the base component for the

fiscal year 2011 distribution, and in each subsegquent year the

prior vear entitlement share payment, including any reimbursement

payments received pursuant to subsection (6), is each local

government's base year component. The sum of all local

governments' base year components is the base fiscal year

entitlement share pool. For—the—purpose—of—calcutatimg—the—sum—of
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(3) (a) Thr= Except as provided in subsection (3) (c), the

base year entitlement share pool must be increased annually by a
growth rate as provided for in this subsection (3). The amount
determined through the application of annual growth rates is the
entitlement share pool for each fiscal year. By October 1 of each

even—-numbered year, the department shall calculate the growth
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rate of the entitlement share pool for each year of the next

biennium in the following manner:
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<Ir (i) The department shall calculate the average annual
growth rate of the Montana gross state product, as published by

the bureau of economic analysis of the United States department

of commerce, for the fulluwiug pCLiudb.
—tA) the last 4 calendar years for which the information has

been published;—ard

FE =Y | A kil 1 1 : . Lo 1 1 - L1
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o

Wiy . . . . il N e . 1 I LN/ N /o s N /NN

TITrsST yEar IlIT T perIod rererred to I sSuoSecCTIoir (o) (ajy (T )y (&) .
<tfTir(ii) The department shall calculate the average annual

growth rate of Montana personal income, as published by the

bureau of economic analysis of the United States department of

commerce, for the fulluwiug pCLiudb.
—tA) the last 4 calendar years for which the information has

been published;—ard
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(b) A% The entitlement share pool growth rate for the

tirst each year of—theIternmtium must be the following percentage
of the average of the growth rates calculated in subsections

rtatTo—Br (3) (a) (i) and ) tartzzoBr (3) (a) (ii):

A (1) for counties, 54%;

By (ii) for consolidated local governments, 62%; and

o\°

<€)y (iii) for incorporated cities and towns, 70
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(c) The base entitlement share pool may not be increased by

a growth factor unless the total audited net revenue collected

for the individual income tax under Title 15, chapter 30, the

corporation income or license tax under Title 15, chapter 31, and

the video gaming tax under Title 23, chapter 5, part 6, except

the fee in 23-5-612, for the prior fiscal vyear increased over the

preceding fiscal vear by at least the percentage determined for

the average of the growth rates calculated in subsections

(3) (a) (1) and (3) (a) (ii).

(4) As used in this section, "local government" means a

17 LC 8889



Unofficial Draft Copy
As of: July 20, 2010 (10:42am)
1LC8889

county, a consolidated local government, an incorporated city,
and an incorporated town. A local government does not include a

tax increment financing district provided for in subsection <6)

b = ] ] . ) 1 -
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county or consolidated local government is responsible for making
an allocation from the county's or consolidated local
government's share of the entitlement share pool to each special
district within the county or consolidated local government in a

manner that reasonably reflects each special district's loss of

revenue sources tisted—itmrsubsecttomr—<{H)>r for which reimbursement

is provided in this section.

(5) (a) The entitlement share pools calculated in this

section and the ptock—gramts funding provided for in subsection
6y (7) are statutorily appropriated, as provided in 17-7-502,

from the general fund to the department for distribution to local

) ul ul . . ul ]
governments. Fachrtocatr—governmentTIsentrtied—toa pro rat=

1 = 1 1 T — 1 i ] ) ] ]
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governmmernrt S oase Componert IIT relatIolir to thie base year

errtittement—sharepootr. The distributions must be made on a
quarterly basis.

(b) (i) The growth amount is the difference between the
entitlement share pool in the current fiscal year and the

entitlement share pool in the previous fiscal year. For—the
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base—vyear—comporent—thas e base year comporent—of——zeror- The growth
factor in the entitlement share must be calculated separately
for:

(A) counties;

(B) consolidated local governments; and

(C) incorporated cities and towns.

(ii) In each fiscal year, the growth amount for counties
must be allocated as follows:

(A) 50% of the growth amount must be allocated based upon

each county's percentage of the base prior fiscal year

entitlement share pool for all counties; and

(B) 50% of the growth amount must be allocated based upon
the percentage that each county's population bears to the state
population not residing within consolidated local governments as
determined by the latest interim year population estimates from
the Montana department of commerce as supplied by the United
States bureau of the census.

(iii) In each fiscal year, the growth amount for
consolidated local governments must be allocated as follows:

(A) 50% of the growth amount must be allocated based upon
each consolidated local government's percentage of the base prior
fiscal year entitlement share pool for all consolidated local
governments; and

(B) 50% of the growth amount must be allocated based upon
the percentage that each consolidated local government's
population bears to the state's total population residing within

consolidated local governments as determined by the latest
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interim year population estimates from the Montana department of
commerce as supplied by the United States bureau of the census.

(iv) In each fiscal year, the growth amount for incorporated
cities and towns must be allocated as follows:

(A) 50% of the growth amount must be allocated based upon
each incorporated city's or town's percentage of the base prior
fiscal year entitlement share pool for all incorporated cities
and towns; and

(B) 50% of the growth amount must be allocated based upon
the percentage that each city's or town's population bears to the
state's total population residing within incorporated cities and
towns as determined by the latest interim year population
estimates from the Montana department of commerce as supplied by
the United States bureau of the census.

(v) In each fiscal year, the amount of the entitlement

share pool mot——represented—by before the growth amount or

adjustments made under subsection (6) are applied is to be

distributed to each local government in the same manner as the
entitlement share pool was distributed in the prior fiscal year.

(6) If the legislature enacts a reimbursement provision

that is to be distributed pursuant to this section, the

department shall determine the reimbursement amount as provided

in the enactment and add the appropriate amount to the

entitlement share distribution under this section. The total

entitlement share distributions in a fiscal year, including

distributions made pursuant to this subsection, equal the local

fiscal year entitlement share pool. The ratio of each local
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government's distribution from the entitlement share pool must be

recomputed to determine each local government's ratio to be used

in the subsequent year's distribution determination under

subsections (5) (b) (ii) (A), (5) (b) (iii) (A), and (5) (b) (iv) (A).

<6 (7) (a) If a tax increment financing district was not in
existence during the fiscal year ending June 30, 2000, then the
tax increment financing district is not entitled to any btock

grart funding. If a tax increment financing district referred to

in subsection 67ty (7) (b) terminates, then the btock—grarnt

funding for the district provided for in subsection “t6ytb)r (7) (b)

terminates.

(b) One-half of the payments provided for in this
subsection 6yt (7) (b) must be made by November 30 and the
other half by May 31 of each year. Subject to subsection “6)tar
(7) (a), the entitlement share for tax increment financing

districts 1s as follows:

Cascade Great Falls - downtown $468,966
Deer Lodge TIF District 1 3,148
Deer Lodge TIF District 2 3,126
Fiathead Katispett Bistrict—t 75653559
Flathead Kalispell - District 2 5,153
Flathead Kalispell - District 3 41,3068
Flathead Whitefish District 164,660
Gallatin Bozeman - downtown 34,0620
fewis—and Hetera #2 735614
Missoula Missoula - +—1B—%& 1-1C 005567
250,279
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Missoula Missoula - 4-1C 33,343
Silver Bow Butte - uptown 283,801
Yettowstore Bittimgs 436,615

Fr(8) The estimated ase fiscal year entitlement share
pool and any subsequent entitlement share pool for local

governments do not include revenue received from tax increment

financing districts, from countywide transportation block grants,

or from countywide retirement block grants.
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(9) A three-fifths vote of each house of the legislature is

required to reduce the amount of the entitlement share calculated
pursuant to subsections (1) through (3).

(10) When there has been an underpayment of a local
government's share of the entitlement share pool, the department
shall distribute the difference between the underpayment and the

correct amount of the entitlement share. When there has been an
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overpayment of a local government's entitlement share, the local
government shall remit the overpaid amount to the department.

(11) A local government may appeal the department's
estimation of the base year component, the entitlement share pool
growth rate, or a local government's allocation of the
entitlement share pool, according to the uniform dispute review
procedure in 15-1-211.

(12) A payment required pursuant to this section may not be
offset by a debt owed to a state agency by a local government in
accordance with Title 17, chapter 4, part 1."

{Internal References: Good bill drafting practices require that all MCA sections
be redrafted using current MCA data - see Bill Drafting Manual section 1-5(1)(a)}

Section 2. Section 15-10-420, MCA, 1is amended to read:

"15-10-420. Procedure for calculating levy. (1) (a) Subject
to the provisions of this section, a governmental entity that is
authorized to impose mills may impose a mill levy sufficient to
generate the amount of property taxes actually assessed in the
prior year plus one-half of the average rate of inflation for the
prior 3 years. The maximum number of mills that a governmental
entity may impose is established by calculating the number of
mills required to generate the amount of property tax actually
assessed in the governmental unit in the prior year based on the
current year taxable value, less the current year's value of
newly taxable property, plus one-half of the average rate of
inflation for the prior 3 years.

(b) A governmental entity that does not impose the maximum

number of mills authorized under subsection (1) (a) may carry
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forward the authority to impose the number of mills equal to the
difference between the actual number of mills imposed and the
maximum number of mills authorized to be imposed. The mill
authority carried forward may be imposed in a subsequent tax
year.

(c) For the purposes of subsection (1) (a), the department
shall calculate one-half of the average rate of inflation for the
prior 3 years by using the consumer price index, U.S. city
average, all urban consumers, using the 1982-84 base of 100, as
published by the bureau of labor statistics of the United States
department of labor.

(2) A governmental entity may apply the levy calculated
pursuant to subsection (1) (a) plus any additional levies
authorized by the voters, as provided in 15-10-425, to all
property in the governmental unit, including newly taxable
property.

(3) (a) For purposes of this section, newly taxable
property includes:

(i) annexation of real property and improvements into a
taxing unit;

(ii) construction, expansion, or remodeling of improvements;

(iii) transfer of property into a taxing unit;

(iv) subdivision of real property; and

(v) transfer of property from tax-exempt to taxable status.

(b) Newly taxable property does not include an increase in
value that arises because of an increase in the incremental value

within a tax increment financing district.
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(4) (a) For the purposes of subsection (1), the taxable
value of newly taxable property includes the release of taxable
value from the incremental taxable value of a tax increment
financing district because of:

(i) a change in the boundary of a tax increment financing
district;

(ii) an increase in the base value of the tax increment
financing district pursuant to 7-15-4287; or

(iii) the termination of a tax increment financing district.

(b) If a tax increment financing district terminates prior
to the certification of taxable wvalues as required in 15-10-202,
the increment value 1is reported as newly taxable property in the
year in which the tax increment financing district terminates. If
a tax increment financing district terminates after the
certification of taxable values as required in 15-10-202, the
increment value is reported as newly taxable property in the
following tax year.

(c) For the purpose of subsection (3) (a) (iv), the
subdivision of real property includes the first sale of real
property that results in the property being taxable as class four

property under 15-6-134 or as nonqualified agricultural land as

described in 15-6-133(1) (c) .

(5) Subject to subsection (8), subsection (1) (a) does not
apply to:

(a) school district levies established in Title 20; or

(b) the portion of a governmental entity's property tax

levy for premium contributions for group benefits excluded under
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2-9-212 or 2-18-703.

(6) For purposes of subsection (1) (a), taxes imposed do not
include net or gross proceeds taxes received under 15-6-131 and
15-6-132.

(7) In determining the maximum number of mills in
subsection (1) (a), the governmental entity:

(a) may increase the number of mills to account for a
decrease in reimbursements;

(b) may not increase the number of mills to account for a

loss of tax base because of legislative action that is reimbursed

under the provisions of 15-1-121 (6).

(8) The department shall calculate, on a statewide basis,
the number of mills to be imposed for purposes of 15-10-107,
20-9-331, 20-9-333, 20-9-360, 20-25-423, and 20-25-439. However,
the number of mills calculated by the department may not exceed
the mill levy limits established in those sections. The mill
calculation must be established in whole mills. If the mill levy
calculation does not result in a whole number of mills, then the
calculation must be rounded up to the nearest whole mill.

(9) (a) The provisions of subsection (1) do not prevent or
restrict:

(i) a judgment levy under 2-9-316, 7-6-4015, or 7-7-2202;

(ii) a levy to repay taxes paid under protest as provided in
15-1-402;

(iii) an emergency levy authorized under 10-3-405, 20-9-168,
or 20-15-326; or

(iv) a levy for the support of a study commission under
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7-3-184.

(b) A levy authorized under subsection (9) (a) may not be
included in the amount of property taxes actually assessed in a
subsequent year.

(10) A governmental entity may levy mills for the support of
airports as authorized in 67-10-402, 67-11-301, or 67-11-302 even
though the governmental entity has not imposed a levy for the
airport or the airport authority in either of the previous 2
years and the airport or airport authority has not been
appropriated operating funds by a county or municipality during
that time.

(11) The department may adopt rules to implement this
section. The rules may include a method for calculating the
percentage of change in valuation for purposes of determining the
elimination of property, new improvements, or newly taxable
property in a governmental unit."

{Internal References: Good bill drafting practices require that all MCA sections
be redrafted using current MCA data - see Bill Drafting Manual section 1-5(1) (a)}

NEW SECTION. Section 3. Saving clause. [This act] does not

affect rights and duties that matured, penalties that were
incurred, or proceedings that were begun before [the effective

date of this act].

NEW SECTION. Section 4. {standard} Effective date. [This

act] is effective July 1, 2011.

NEW SECTION. Section 5. {standard} Applicability. [This
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