FISCAL NOTE

Bill #: SB0294 Title: Revise interest rate applied to refund of protested

property taxes

Primary Sponsor: Gebhardt, K Status: Final

Sponsor signature Date Chuck Swysgood, Budget Director Date
Fiscal Summary FY 2004 FY 2005

Difference Difference

Revenue:
General Fund $8,359,523 $2,660,278
State Special Revenue $524,876 $167,033
Net Impact on General Fund Balance: $8,359,523 $2,660,278

X  Significant Local Gov. Impact [[] Technical Concerns

[[] Included in the Executive Budget D Significant Long-Term Impacts

[ ] Dedicated Revenue Form Attached X]  Needs to be included in HB 2

Fiscal Analysis

ASSUMPTIONS:

1. As originally introduced, the proposal changes the required interest rate on the refunded portion of taxes
and fees paid under protest. Current law set the interest rate at the higher of the rate the protest fund
earned or 6%. This resulted in the interest amount added to the refunded portion of taxes or fees being
more than the actual amount of interest that the refunded portion earned. The original bill changed the
interest rate to be the rate earned by the protest fund.

2. The bill as amended retains the original change to the interest rate and adds provisions for the county
treasurer to remit to the state treasurer the state share of protested property taxes on property that is
centrally assessed company.

3. The bill allows that for the first year that property taxes are protested on property that is centrally assessed,
local governments and local schools can take their share of the protested amount from the protest fund.
Under current law, local governments and local schools can only request use of the protested amounts on
centrally assessed property after waiting one year.

4. Because of the retroactive applicability date, property taxes paid under protest on centrally assessed
property after October 31, 2000 would be available for distribution to the affected government entities.

5. The table below displays the estimated amount of property taxes paid under protest on centrally assessed

property after October 31, 2000.
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(continued)
[ Estimated Amount of Property Taxes Paid Under Protest, by Centrally Assessed Property, After October 31, 2000 |f
FY01-04
Government Entity FYO1 FY02 FY03 FY04 Total FY05
Local Gov and Schools $1,263,000 $ 3,766,979 $ 8,128,184 $ 8,128,184 $ 21,286,347 $ 8,128,184
State General Fund 1,150,000 1,888,967 2,660,278 2,660,278 8,359,523 2,660,278
University System 72,206 118,604 167,033 167,033 524,876 167,033
TOTAL $2,485,206 $ 5,774,550 $ 10,955,495 $ 10,955,495 $ 30,170,746 $10,955,495

6. It is assumed that, should the proposal become law, the state share of the protested payments for FY01
through FY03 would be distributed to the state in FY04. The amount to be distributed to the state will be
the FYO1 through FY03 amount plus the FY04 amount. For the state general fund this amount is
estimated to be $8,359,523. For the university system the amount is estimated to be $524,876.

7. For FYO05, the amount of protested taxes to be distributed to the state general fund is estimated to be
$2,660,278. For the university system the amount is estimated to be $167,033.

8. Under current law, protested tax payments are released from the protest fund when the action (the protest)
is finally determined (15-1-402(6), MCA). For the purposes of this fiscal note, it is assumed that the
protests under current action will not reach final determination before FY2006.

9. Itis assumed that taxpayers that made a protest of property taxes in FY2003 will also make protests of
similar amounts in FY2004 and again in FY2005.

10. County treasurers would remit the state share of protested taxes on centrally assessed property to the state
treasurer. Any administrative costs would be incurred by the Department of Administration.

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES:

The impact on local governments and local schools is dependent on the amount of protested taxes on centrally
assessed property that continue to be withheld from local governments and local schools and the extent that
local governments and local schools choose to access the protest fund. The table in assumption 6 shows the

estimated amount of protested taxes on centrally assessed property for local governments and local schools
from FYO1 through FYO0S5.

LONG-RANGE IMPACTS:

The amount of protested property taxes on centrally assessed property is difficult to estimate. The amounts
listed in the table in assumption 6 should not be treated as an ongoing revenue source. The proposal does not
generate any new revenue. A benefit of the proposal is that the protested taxes on centrally assessed property
are available to the state (and local governments and local schools that choose to access the protest fund)
sooner than under current law if the final determination is favorable to governments. If the final
determination is adverse to governments, then the state (and those local governments and local schools that
chose to access the protest fund) will not have funds available in the protest fund to cover the necessary
payments to taxpayers.




