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A Bill for an Act entitled: "An Act anending the tinmefranme in

whi ch the Departnent of Revenue nmust calculate the growh rate of

the entitlenment share pool; anmending section 15-1-121, MCA; ."

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

Section 1. Section 15-1-121, MCA, is anended to read:
"15-1-121. Entitlenent share paynent -- purpose --
appropriation. (1) As described in 15-1-120(3), each | ocal
governnment is entitled to an annual anpbunt that is the
repl acenent for revenue received by | ocal governnments for
di m ni shnment of property tax base and various earnmarked fees and
ot her revenue that, pursuant to Chapter 574, Laws of 2001,
anended by section 4, Chapter 13, Special Laws of August 2002,
and |l ater enactnents, were consolidated to provide aggregation of
certain reinbursenents, fees, tax collections, and other revenue
in the state treasury with each |ocal governnent's share. The
rei nbursenent under this section is provided by direct paynent
fromthe state treasury rather than the ad hoc systemthat offset
certain state paynents with | ocal government collections due the
state and rei nbursenents nade by percentage splits, with a |oca
government remtting a portion of collections to the state,

retaining a portion, and in sonme cases sending a portion to other
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| ocal governnents.

(2) The sources of dedicated revenue that were relinquished
by | ocal governnments in exchange for an entitlenment share of the
state general fund were:

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

(b) vehicle, boat, and aircraft taxes and fees pursuant to:

(1) Title 23, chapter 2, part 5;

(1i) Title 23, chapter 2, part 6;

(rit) Title 23, chapter 2, part 8;

(iv) 61-3-317;

(v) 61-3-321;

(vi) Title 61, chapter 3, part 5, except for 61-3-509(3), as
t hat subsection read prior to the anendnent of 61-3-509 in 2001;

(vii) Title 61, chapter 3, part 7;

(viii) 5% of the fees collected under 61-10-122;

(ix) 61-10-130;

(x) 61-10-148; and

(xi) 67-3-205;

(c) gamng revenue pursuant to Title 23, chapter 5, part 6,
except for the permt fee in 23-5-612(2)(a);

(d) district court fees pursuant to:

(1) 25-1-201, except those fees in 25-1-201(1)(d), (1)(9),
and (1)(j);

(ii) 25-1-202;

(iii) 25-9-506; and
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(iv) 27-9-103;

(e) certificate of title fees for manufactured hones
pursuant to 15-1-116;

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

(g) all beer, liquor, and w ne taxes pursuant to:

(i) 16-1-404;

(ii) 16-1-406; and

(iii) 16-1-411;

(h) Vlate filing fees pursuant to 61-3-220;

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

(Jj) veterans' cenetery license plate fees pursuant to
61- 3-459;

(k) county personalized |license plate fees pursuant to
61- 3- 406;

(I') special nobile equi pnent fees pursuant to 61-3-431;

(m single novenent permt fees pursuant to 61-4-310;

(n) state aeronautics fees pursuant to 67-3-101; and

(o) departnent of natural resources and conservation
paynments in lieu of taxes pursuant to Title 77, chapter 1, part
5.

(3) (a) Except as provided in subsection (3)(b), the total
anount received by each | ocal governnent in fiscal year 2010 as
an entitlenent share paynent under this section is the base
conponent for the fiscal year 2011 distribution, and in each
subsequent year the prior year entitlenent share paynent,

i ncl udi ng any rei nbursenment paynents received pursuant to

3 LC 9904



Unofficial Draft Copy
As of: July 2, 2014 (1:08pm
LC9904
subsection (7), is each | ocal governnent's base conponent. The
sum of all |ocal governnents' base conponents is the fiscal year
entitlenent share pool.

(b) The total anount received by each | ocal governnment in
fiscal year 2011 as an entitlenent share paynent under this
section is the base conponent for fiscal year 2012 and 2013
di stributions, and in each subsequent year the prior year
entitlenent share paynent, including any rei nbursenent paynents
recei ved pursuant to subsection (7), is each |ocal governnent's
base conponent. The sumof all |ocal governnents' base conponents
is the fiscal year entitlenent share pool

(4) (a) Wth the exception of fiscal years 2012 and 2013,

t he base entitlement share pool nust be increased annually by an
entitlement share growh rate as provided for in this subsection
(4). The anount determ ned through the application of annual
gromh rates is the entitlenent share pool for each fiscal year,
with the exception of fiscal years 2012 and 2013.

(b) By COctober 1 of each year, the departnent shal
calculate the growh rate of the entitlenment share pool for the

eturrent next fiscal year in the follow ng manner:

(1) The departnment shall calculate the entitlenent share
growh rate based on the ratio of two factors of state revenue
sources for the first, second, and third nost recently conpl eted
fiscal years as recorded on the statew de budgeting and
accounting system The first factor is the sumof the revenue for
the first and second previous conpleted fiscal years received

fromthe sources referred to in subsection (2)(b), (2)(c), and
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(2)(g) divided by the sumof the revenue for the second and third
previ ous conpleted fiscal years received fromthe same sources
mul tiplied by 0.75. The second factor is the sumof the revenue
for the first and second previous conpleted fiscal years received
fromindividual inconme tax as provided in Title 15, chapter 30,
and corporate incone tax as provided in Title 15, chapter 31,
di vided by the sum of the revenue for the second and third
previ ous conpleted fiscal years received fromthe sanme sources
mul tiplied by 0.25.

(i1) Except as provided in subsection (4)(b)(iii), the
entitlement share growh rate is the | esser of:

(A) the sumof the first factor plus the second factor; or

(B) 1.03 for counties, 1.0325 for consolidated |ocal
governments, and 1.035 for cities and towns.

(ti1) I'n no instance can the entitlenent growh factor be
less than 1. The entitlenent share growh rate is applied to the
nost recently conpleted fiscal year entitlenent paynent to
determ ne the subsequent fiscal year paynent.

(5) As used in this section, "local governnent" neans a
county, a consolidated |ocal governnent, an incorporated city,
and an incorporated towm. A |ocal government does not include a
tax increnment financing district provided for in subsection (8).
The county or consolidated | ocal government is responsible for
maki ng an allocation fromthe county's or consolidated | ocal
governnent's share of the entitlenent share pool to each speci al
district wwthin the county or consolidated |ocal government in a

manner that reasonably reflects each special district's |oss of
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revenue sources for which reinbursenment is provided in this
section. The allocation for each special district that existed in
2002 nust be based on the relative proportion of the |oss of
revenue in 2002.

(6) (a) The entitlenment share pools calculated in this
section, the anounts determ ned under 15-1-123(2) for |ocal
governnments, the funding provided for in subsection (8) of this
section, and the amobunts determ ned under 15-1-123(4) for tax
increment financing districts are statutorily appropriated, as
provided in 17-7-502, fromthe general fund to the departnent for
distribution to | ocal governnments. Except for the distribution
made under 15-1-123(2)(b), the distributions nmust be nmade 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. The growh
factor in the entitlenment share nust be cal cul ated separately
for:

(A) counties;

(B) consolidated |ocal governnents; and

(© incorporated cities and towns.

(1i) I'n each fiscal year, the growth anount for counties
nmust be all ocated as foll ows:

(A 50%of the growmh amount nust be all ocated based upon
each county's percentage of the prior fiscal year entitlenent
share pool for all counties; and

(B) 50% of the growh amount nust be all ocated based upon

6 LC 9904



Unofficial Draft Copy
As of: July 2, 2014 (1:08pm
LC9904

t he percentage that each county's popul ation bears to the state
popul ation not residing within consolidated |ocal governnents as
determ ned by the latest interimyear population estimtes from

t he Montana departnment of commerce as supplied by the United

St ates bureau of the census.

(tit) I'n each fiscal year, the growth anmount for
consol i dated | ocal governnents nust be allocated as foll ows:

(A) 50%of the growmh amount nust be all ocated based upon
each consolidated | ocal governnent's percentage of the prior
fiscal year entitlenent share pool for all consolidated | ocal
governnents; and

(B) 50% of the growh amount nust be all ocated based upon
t he percentage that each consolidated | ocal governnent's
popul ation bears to the state's total population residing within
consol idated | ocal governnents as determ ned by the | atest
interimyear popul ation estimtes fromthe Mntana departnent of
comerce as supplied by the United States bureau of the census.

(tv) In each fiscal year, the growth anount for incorporated
cities and towns nust be allocated as foll ows:

(A) 50%of the growmh amount nust be all ocated based upon
each incorporated city's or town's percentage of the prior fisca
year entitlenent share pool for all incorporated cities and
t owns; and

(B) 50% of the growh amount nust be all ocated based upon
the percentage that each city's or town's popul ation bears to the
state's total population residing within incorporated cities and

towns as determned by the latest interimyear population
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estimates fromthe Montana departnent of commerce as supplied by
the United States bureau of the census.

(v) In each fiscal year, the anount of the entitlenent
share pool before the growth anmount or adjustnents nmade under
subsection (7) are applied is to be distributed to each | ocal
government in the same manner as the entitlenment share pool was
distributed in the prior fiscal year.

(7) If the legislature enacts a reinbursenment provision
that is to be distributed pursuant to this section, the
departnent shall determ ne the reinbursement anount as provided
in the enactnment and add the appropriate amount to the
entitlement share distribution under this section. The total
entitlenment share distributions in a fiscal year, including
di stributions made pursuant to this subsection, equal the | ocal
fiscal year entitlenent share pool. The ratio of each | ocal
government's distribution fromthe entitlenment share pool nust be
reconputed to determ ne each |ocal governnment's ratio to be used
in the subsequent year's distribution determ nation under
subsections (6)(b)(ii)(A), (6)(b)(iii)(A), and (6)(b)(iv)(A).

(8) (a) Except for a tax increnent financing district
entitled to a rei nbursenent under 15-1-123(4), if a tax increnent
financing district was not in existence during the fiscal year
endi ng June 30, 2000, then the tax increment financing district
is not entitled to any funding. If a tax increment financing
district referred to in subsection (8)(b) termnates, then the
funding for the district provided for in subsection (8)(b)

t er m nat es.
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(b) Except for the reinbursenent nmade under 15-1-123(4)(b),
one-half of the paynents provided for in this subsection (8)(b)
must be made by Novenber 30 and the other half by May 31 of each
year. Subject to subsection (8)(a), the entitlenent share for tax

increnment financing districts is as foll ows:

Deer Lodge TIF District 1 $2,833
Deer Lodge TIF District 2 2,813
Fl athead Kalispell - District 2 4,638
Fl athead Kalispell - District 3 37,231

FIl athead Whitefish District 148,194

Gl latin Bozeman - downtown 31, 158

M ssoula M ssoula - 1-1C 225, 251
M ssoula M ssoula - 4-1C 30, 009
Silver Bow Butte - uptown 255,421

(9) The estimated fiscal year entitlenent share pool and
any subsequent entitlenment share pool for |ocal governnents do
not include revenue received fromtax increnment financing
districts, fromcountyw de transportation block grants, or from
countywi de retirenment block grants.

(10) When there has been an underpaynent of a | ocal
governnent's share of the entitlenent share pool, the departnent
shal|l distribute the difference between the underpaynent and the
correct amount of the entitlement share. \Wen there has been an
over paynment of a |ocal governnment's entitlenent share, the |ocal
government shall remt the overpaid anmount to the departnent.

(11) A local governnent may appeal the departnent's

estimation of the base conponent, the entitlenent share growh
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rate, or a local governnment's allocation of the entitlenent share
pool , according to the uniformdispute review procedure in
15-1-211.
(12) A paynent required pursuant to this section may not be
of fset by a debt owed to a state agency by a |ocal governnent in

accordance with Title 17, chapter 4, part 1."

{Internal References to 15-1-121:

15-1- 120x 15-1-123x 15-1-123x 15-1-123x
15-1-123x 15-1-123x 15-1-123x 15-1-123x
15- 10- 420x 17- 4- 105x 17- 7- 502x 77-1-504x }
- END -

{ Nane : Megan M Moor e

Title : Resear ch Anal yst

Agency : Mont ana Legi sl ative Services

Phone : 406- 444- 4496

E- Mai | : menoor e@t . gov}
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