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Senate Bill 184

In 2000, the Local Government Funding and Structure Committee took an honest look at
all of the arguments arrayed against local option tax bills in past sessions of the
Legislature, and came up with fair and practical answers to the most troubling questions.
For years, many members of the Legislature thought of local option bills as nothing more
than a way for large cities and trade centers to collect tax money from rural areas. The
committee considered these arguments, and came up with a way to balance the benefits
of local taxing authority among all areas of the state.

Under bills considered by the 2001 and 2003 Legislatures, cities and counties that
enacted option taxes would have deposited a portion of the receipts in a special account.
This money would then have been distributed on a population formula to small cities and
towns and rural counties that would not otherwise have benefited from option tax
authority.

The 2005 version of these earlier bills will allow local voters to approve a 4% tax on
lodging facilities, bars, restaurants, rental cars, admissions, recreation and other goods

and services that are the foundation of the tourist economy.

The Department of Revenue estimates that a 4% tourist tax imposed by every city and
county in the state would raise almost $75 million per year.

The following table shows the revenue potential of the proposed bill:

Revenue Potential from Local Option Sales Tax on Tourist Goods and Services

Tax Base Item Forecast Sales ($millions)  Revenue at 4% ($millions)
Restaurant meals $798.1 $31.9
Accommodations 316.6 12.7
Drinks sold in Bars 182.4 1.3
Other Food & Drinks 105.4 4.2
Car Rentals 34.7 1.4
Event Tickets 165.8 6.6
Sightseeing Fares 8.3 03
Souvenirs 1054 4.2
Recreation Services 153.5 6.1

Total 1,870.2 74.5



If the seven most populous counties imposed the tax, total collections would be $31
million. Under the benefit sharing provision, the bill would allocate 25% or almost $8
million to other cities, towns and counties in other areas of the state. The distributions
to these local governments would average about $15 per capita. These estimates were
based on the Economic Census for lodging and eating and drinking places. Actual tax
collections and distributions could be higher by 25% to 30%.

Local governments could use this money to reduce propeity taxes, build safe and healthy
communities and establish the foundation of public services, programs and facilities that
are essential to the future of the Montana economy.

The Department of Revenue also estimates 47% of the proceeds of the proposed
local option tax would be collected from tourists and other travelers who live
beyond the borders of Montana. This is telling statistical evidence in support of option
authority, because the Legislature has considered few bills in recent years that bring new,
non-resident tax dollars into Montana.

If the Legislature approves this bill, visitors will pay as they go, and local property
owners will no longer be required to subsidize higher levels of police and fire protection,
street and road maintenance and other services essential to the tounist economy.

Scnate Bill 184 offers the following advantages to the state, city and county governments
and Montana taxpayers:

1. The proposed law will generate new revenues for cities and counties which will make
it possible to maintain existing services with significantly lower mill levies.

2. The public vote requirement will allow local governments to engage their citizens in
decisions on services, facilities, tax rates and all the other elements of public finance.

3. The bill will connect the tax system to what is happening in the economy, and it will
require tourists to pay a fair share of the cost of the services they use in Montana.

4. Tt will require large cities, urban counties and trade centers to share revenues with
rural areas and provide the broadest possible distribution of the benefits of local
taxing authority.

5. Tt will leave Montana travel businesses in a competitive position and encourage the
community investment that could be the catalyst for an economic revival across
Montana.

6. A poll conducted last fall by the Lee Newspapers indicated that Montana voters
supported option tax authority for local governments by a 46% to 34% margin with
20% undecided.

The table on the next page shows results from the enactment of the Resort Tax in
Whitefish. It is an indication of potential benefits for other local governments across the
state if SB-184 is adopted.



Comparative City of Whitefish Data

FY-95 and FY-04

1995 2004
Population 4,700 6,300
Taxable value $7.114,287 $13,398,957
Value of new construction 12,189,081 57,638,143
Investment in capital projects 1,849,136 5,000,000 (est.)

Vote on resort tax 56% to 44% 76% to 24%



Legislative Fiscal Division

Senate Taxation Committee

Senate Bill 184
as adopted by the

Local Option Tax Distribution Model
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