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HOUSE BILL NO. 847
INTRODUCED BY J. POMNICHOWSKI

ABILLFOR AN ACT ENTITLED: "AN ACT PROVIDING FOR REIMBURSEMENT TO LOCAL GOVERNMENTS
AND SCHOOLS FOR LOSS OF TAX REVENUES; PROVIDING AN APPROPRIATION; AMENDING SECTIONS
15-1-121 AND 20-9-630, MCA,; PROVIDING A CONTINGENT VOIDNESS PROVISION; AND PROVIDING AN
EFFECTIVE 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 -- appropriation. (1) (a) The amount calculated pursuant to

this-sttbsection section 1, Chapter 574, Laws of 2001, as adjustedptrstantto-stbsection{3}aj(ty amended by
section 4, Chapter 13, Special Laws of August 2002, is each local government's base-entittement-share—Fhe
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(b) The sum of all local governments' base year components is the base year entitlement share pool. Fof
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3)(2) (a) The base year entitlement share pool must be increased annually by a growth rate as provided

for in this subsection {3} (2). Fhe Except as adjusted in subsection (2)(c), 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 rate of the entitlement share pool for each year

of the next biennium in the following manner:
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—i#}(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 following
periods:

(A) the last 4 calendar years for which the information has been published; and

(B) the 4 calendar years beginning with the year before the first year in the period referred to in

subsection )i Ay (2)(@)(1)(A).

published by the bureau of economic analysis of the United States department of commerce, for the following
periods:

(A) the last 4 calendar years for which the information has been published; and

(B) the 4 calendar years beginning with the year before the first year in the period referred to in
subsection 3)ta)ti Ay (2)(a)(ii)(A).

(b) (i) The entittement share pool growth rate for the first year of the biennium must be the following
percentage of the average of the growth rates calculated in subsections 3}ajtixB) (2)(a)(1)(B) and 3)ta)ti{B)
(2)(a)(i)(B):

(A) for counties, 54%;

(B) for consolidated local governments, 62%; and
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(C) forincorporated cities and towns, 70%.

(ii) The entitlement share pool growth rate for the second year of the biennium must be the following
percentage of the average of the growth rates calculated in subsections 3}ajtii{A) (2)(a)(1)(A) and S)ta)id Ay
(2)(@)(i)(A):

(A) for counties, 54%;

(B) for consolidated local governments, 62%; and

(C) forincorporated cities and towns, 70%.

(c) () The entitlement share pools and growth amounts for fiscal years 2008 and 2009 must be

determined as provided in this subsection (2)(c).

(ii) To determine the fiscal year 2008 entitlement share pool, the department must:

(A) estimate the loss of revenue for fiscal year 2007 from the increase of the business equipment

exemption threshold provided in [Senate Bill No. 220] for each county, consolidated local government, and

incorporated city and town;

(B) determine the adjusted fiscal year 2007 entitlement share pool by adding the estimated loss to the

fiscal year 2007 entitlement share pool; and

(C) multiply the adjusted fiscal year 2007 entitlement share pool by the growth rate the department

determined in 2006.

(iii) The fiscal year 2008 entitlement share pool is the product obtained by multiplying by the growth rate

that the department determined in 2006 by the sum of:

(A) the 2007 entitlement share pool; and

(B) the estimated loss of revenue for fiscal year 2007.

(iv) To determine the growth amount to be distributed in fiscal year 2008, the department must subtract

the adjusted fiscal year 2007 entitlement share pool determined in subsection (2)(c)(ii)(B) from the fiscal year

2008 entitlement share pool determined in subsection (2)(c)(iii).

(v) The entitlement share payments of each county, consolidated local government, and incorporated city

and town for fiscal year 2008 must include its 2007 fiscal year estimated loss determined under subsection
(2)(c)(ii)(A).
(vi) The fiscal year 2009 entitlement share pool is the product obtained by multiplying the fiscal year 2008

entitlement share pool determined as provided in subsection (2)(c)(iii) by the growth rate the department

determined in 2006.
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(vii) To determine the growth amount to be distributed in fiscal year 2009, the department must subtract

the fiscal year 2008 entitlement share pool determined as provided in subsection (2)(c)(iii) from the 2009 fiscal

year entittement share pool determined as provided in subsection (2)(c)(vi).

#)(3) As used in this section, "local government" means a 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} (5).

- The 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 tistechfrstbsection{4) for which reimbursementiis provided

in this section.

5)(4) (a) The entitlement share pools calculated in this section and the block grants provided for in
subsection {6} (5) are statutorily appropriated, as provided in 17-7-502, from the general fund to the department
for distribution to local governments. Each local government is entitled to a pro rata share of each year's
entitlement share pool based on the local government's base component in relation to the base year entitlement
share pool. 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 purposes of subsection {5xtbyti{A) (4)(b)(ii)(A),
a county with a negative base year component has a base year component of zero. The growth factor in the
entitlement share must be calculated separately for:

(A) counties;

(B) consolidated local governments; and

(C) incorporated cities and towns.

(i) 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 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
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States bureau of the census.

(i) 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 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 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 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) Ineach fiscal year, the amount of the entitlement share pool not represented by the growth amount
is distributed to each local government in the same manner as the entitlement share pool was distributed in the
prior fiscal year.

6)(5) (a) H= A tax increment financing district that was not in existence during the fiscal year ending

June 30, 2000, thenthetax-inerementfinancingdistrict is not entitled to any block grant unless it is listed in

subsection (5)(b). If a tax increment financing district referred to in subsection {6}b} (5)(b) terminates, then the

block grant provided for in subsection {6)tby (5)(b) terminates.
(b) One-half of the payments provided for in this subsection {6)tb} (5)(b) must be made by November
30 and the other half by May 31 of each year. Subject to subsection {6)ta)y (5)(a), the entitlement share for tax

increment financing districts is as follows:

Cascade Great Falls - downtown $468,966
Deer Lodge TIF District 1 3,148
Deer Lodge TIF District 2 3,126
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Flathead Kalispell - District 2 5,153
Flathead Kalispell - District 3 41,368
Flathead Whitefish District 164,660
Gallatin Bozeman - downtown 34,620
Missoula Missoula - 1-1B & 1-1C 1,100,507
Missoula Missoula - 4-1C 33,343
Silver Bow Butte - uptown 283,801
Yellowstone Billings 436,815
A(6) The estim efit entitlement share pool for

local governments ge does not include revenue received from countywide transportation block grants or from

countywide retirement block grants.

@)(7) (a) If revenue that is included in the sources listed in stbsections{h)tb)through(Hte) section 1,
Chapter 574, L aws of 2001, as amended by section 4, Chapter 13, Special Laws of August 2002, section 16,

Chapter 477, Laws of 2003, and section 14, Chapter 130, Laws of 2005, is significantly reduced, except through

legislative action, the department shall deduct the amount of revenue loss from the entittement share pool
beginning in the succeeding fiscal year and the department shall work with local governments to propose
legislation to adjust the entitlement share pool to reflect an allocation of the loss of revenue.

(b) Forthe purposes of subsection {8)}{a} (7)(a), a significant reduction is a loss that causes the amount
of revenue received in the current year to be less than 95% of the amount of revenue received in the base year.

{93(8) A three-fifths vote of each house is required to reduce the amount of the entitlement share
calculated pursuant to subsections (1) thretgh+(3} and (2).

46)(9) 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 overpayment of a local government's entitlement share, the local
government shall remit the overpaid amount to the department.

1)3(10) A local government may appeal the department's estimatiorn—of-the—base-yearcomponent;
determination of the entitlement share pool growth rate; or & the local government's allocation of the entitlement
share pool, according to the uniform dispute review procedure in 15-1-211.

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

Section 2. Section 20-9-630, MCA, is amended to read:
"20-9-630. School district block grants. (1) (a) (i) Fhe Except as provided in subsection (1)(a)(ii), the

office of public instruction shall provide a block grant to each school district based on the revenue received by
each district in fiscal year 2001 from vehicle taxes and fees, corporate license taxes paid by financial institutions,
aeronautics fees, state land payments in lieu of taxes, and property tax reimbursements pursuant to sections
167(1) through (5) and 169(6), Chapter 584, Laws of 1999.

(i) For the fiscal year 2008 and each succeeding fiscal year, the office of public instruction shall increase

the block grant to each school district determined under subsection (1)(a)(i) based on its share of $5,063,221 from

business equipment taxes received in fiscal year 2006.

(b) Block grants must be calculated using the electronic reporting system that is used by the office of
public instruction and school districts. The electronic reporting system must be used to allocate the block grant
amount into each district's budget as an anticipated revenue source by fund.

(c) With the exception of vehicle taxes and fees, the office of public instruction shall use the amount
actually received from the sources listed in subsection (1)(a)(i) in fiscal year 2001 in its calculation of the block

grant for fiscal year 2002 budgeting purposes. For vehicle taxes and fees, the office of public instruction shall use

93.4% of the amount actually received in fiscal year 2001 in calculating the block grant for fiscal year 2002.

3)(2) Each year, 70% of each district's block grant must be distributed in November and 30% of each
district's block grant must be distributed in May at the same time that guaranteed tax base aid is distributed.

#)(3) (a) The block grant for the district general fund is equal to the average amount received in fiscal
years 2002 and 2003 by the district general fund from the block grants provided for in subsection (1). The block
grant must be increased by 0.76% in fiscal year 2004 and in each succeeding fiscal year.

(b) The block grant for the district transportation fund is equal to one-half of the average amount received
in fiscal years 2002 and 2003 by the district transportation fund from the block grants provided for in subsection
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(1). The block grant must be increased by 0.76% in fiscal year 2004 and in each succeeding fiscal year.

(c) (i) The combined fund block grant is equal to the average amount received in fiscal years 2002 and
2003 by the district tuition, bus depreciation reserve, building reserve, nonoperating, and adult education funds
from the block grants provided for in subsection (1).

(i) Fhe Except as provided in subsection (3)(c)(iii), the block grant must be increased by 0.76% in fiscal

year 2004 and in each succeeding fiscal year.

(i) For fiscal year 2008, the increase must be determined without taking $5,063,221 for the loss of

business equipment tax revenue described in subsection (1)(a)(ii) into account.

fity(iv) The school district may deposit the combined fund block grant into any budgeted fund of the

district.”

NEW SECTION. Section 3. Appropriation. There is appropriated $5,063,221 from the general fund

to the office of public instruction for each of fiscal years 2008 and 2009.

NEW SECTION. Section 4. Contingent voidness. If Senate Bill No. 220 is not passed and approved

then [this act] is void.

NEW SECTION. Section 5. Effective date. [This act] is effective July 1, 2007.

- END -
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