PROPERTY TAX MODEL

BACKGROUND

Property taxes are used to fund:
State level — K-12 school equalization, universities, and vocational technology colleges

Local level - district and countywide school funds, city and county services, and a variety of other services through the creation of special
districts

School funding makes up the majority of property tax collections in the state of Montana. The city and county portions of property taxes are
primarily used to fund local services such as roads, bridges, district courts, public safety, and others. There are also a number of special
districts in Montana, which may levy mills or charge fees for search and rescue, local parks, water and sewer, and other similar functions.

Tax Increment Financing (TIF) is a method that allows a district to utilize property tax revenues to fund improvements or new developments to
a specific area.
Taxable values in the district are separated into a base amount and increment values
Property tax revenue from the base amount is collected by the regular taxing jurisdiction
As improvements are made in the district and property values increase, the incremental tax revenue is earmarked for further improvements
within the TIF district



PROPERTY TAX MODEL

THE MODEL

Legislative staff created a master property tax model to better understand locally paid taxes and where the growth in property taxes has
come from in the past. The model can also help to answer questions in greater detail and model certain proposed scenarios. This model is
the result of new work on splitting out the amount of new tax burden from new property versus existing property

Data was compiled from the following sources:

*Department of Revenue — property tax data base data, special district data, Tax Increment Financing (TIF) district data, and newly taxable
property data

* Office of Public Instruction — school budget and expenditure data
*Department of Administration — local government ledger

This presentation includes select screen shots to illustrate key points, but the interactive model tool can be found here:
https://leg.mt.gov/Ifd/mara-data-project/. The interactive tool can show similar breakdowns from statewide down to the local municipality.

DISCLAIMER

Due to the nature of these data, there are many calculated fields in this dashboard. If you have questions or concerns, please contact the
Legislative Fiscal Division.


https://leg.mt.gov/lfd/mara-data-project/
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* InFY 2018, property taxes paid
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large amount, which was a
combination of the elimination of
the distribution of general fund
block grants to school districts (HB
647, 2017 Legislative Session)
and the anticipated growth for
school construction projects

Growth in property taxes paid alternates
between years of large growth and years of
smaller growth due to the residential property
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Growth in existing property is largely a function of decisions
made by the entities collecting the taxes, while the growth in
new property and TIFs is distributed proportionally between
taxing unit
FY 2018 is a good example of this phenomenon

o New taxes paid on existing property adjusted to
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Local governments (cities and towns in this case) -
can also choose to offset existing property taxes /
with taxes from new property. This is not required
but it does occur
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