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SUBJECT: Final Local Government Funding and
Structure Committee Report

We fonrvard the following report from the Local Government Funding and
Structure Committee established by Senate Bill 184 of the 1gg9 Legislature The
need for the committee was based on the prospect of an annuil $5S million
property tax increase for local government and school budgets, which could
occur if the SB184 reimbursements were allowed to sunset June 30, 2001, and
the changes required to move all Montana governments toward the following
SB184 vision.

we are dedicated to a paftnership among state, county, city and
school districts that is based on mutual trust and respe-ct for local
authority. This paftnership will enable all governmenis to respond
to the demands of their citizens in the 21't century through a
revenue sysfem that is simple, understandable, equitable, stabte
and adequate and through a revenue collections and distibution
sysfem that is simple, efficient, accurate and timety.

All governments and citizens deserve a revenue system that produces adequate
and relatively constant revenue, treats individuals and businesses fairly, is easy
for taxpayers to understand, minimizes administrative costs and has all economic
activity and wealth contributing proportionally to support government service. A
high quality revenue system is composed of taxes that complement one another



1.

2.

3.

and the finances of both state and local governments. One especially important
issue is the relationship of state and local taxing jurisdictions. State policy
makers should consider how state tax decisions affect local governments, and
local governments should consider how their budget decisions affect the
taxpayer and the state revenue system. A high quality revenue system reflects
the limitations and financial responsibilities state government places upon local
government. State policy makers should be explicitly aware of the costs state
mandates impose on local governments. Local government should have the
authority to raise sufficient revenue to meet its obligations.

In working towards the vision and the concerns expressed, the committee
established three primary goals.

Simplify billing, collection, accounting, distribution and reporting of all
revenue

De-earmark revenue and eliminate expenditure mandates for local
government

Create a rational, dependable, stable funding structure for cities and
counties

Because the current Montana financial relationship among state, local and school
finances is so complex and administratively cumbersome, the committee
proposals require significant change from state agencies, counties, cities and
schools. However, other than simplifying, de-earmarking, and removing
limitations on local government, there is no intent to change the funding level or
programs offered by any government entity. Due to de-earmarking, government
entities may have more open revenue and budget reviews by the legislature and
city and county commissioners.

A significant impact of the committee proposals is the trust that both state and
local government officials must establish between themselves. The legislature
will have less control over local government, and local government will have the
right to receive an Entitlement Share of the general fund without specific revenue
or expenditure requirements. Building this trust level will be a challenge. To
expedite the trust building, local government audit provisions have been
strengthened and local qovernment financial laws have been revised to allow
siqnificantly more local financial flexibility and authority. The county and city
treasurers become even more important to the local government officials. Their
acceptance of the responsibility to account for all funds and establish accounting
systems is very important to the trust building among all the state and local
government entities. As the state gives more autonomy to local government, the
county clerk and recorders, in their function as budgeting and accounting
personnel, will make a major contribution in strengthening and demonstrating the
local govern ment accou nta bil ity req u irements.



The charge given to the committee was broad and comprehensive. We have
done our best to address the most significant changes to begin building a real
partnership and respectful working relationship among all government entities.

We would like to thank the many individuals who assisted the committee. The
county treasurers, county clerk and recorders, county commissioners, city
treasurers and city managers were extremely helpful. The Montana League of
Cities and Towns and Montana Association of Counties attended every meeting
and provided valuable insight. State agencies attended the meetings and
assisted with committee requests. Four agencies provided the core of the
research and analysis, the office of Budget and program planning, the
Legislative Fiscal Division, the Office of Public Instruction and the Department of
Revenue. Many more individuals, too numerous to list, assisted the committee.
The committee members could not have completed the work without everyone's
help.

We would like to thank you for the opportunity to serve our state in this capacity.
It has been a comprehensive task, which has enhanced our knowledge of
Montana government operations and brought a great appreciation oi the
dedication that Montana public officials and staff have to public service.

We request your serious consideration of the proposals and your assistance in
advancing these recommendations in the Montana Legisrature.
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SIMPLIFICATION IN THE 2fT CENTURY
EXECUTIVE SUMMARY

Local Government Funding and Structure Comrnittee Report

With the passage of SB1 84, the 1999 Legislature established the Local Government
Funding and Structure Committee. The need for the committee was based on the
prospect of an annual $55 million property tax increase for local government and
school budgets which could occur if the S8184 reimbursements were allowed to
sunset June 30, 2001 and, the changes required to move all Montana governments
toward the following S8184 vision.

We are dedicated to a paftnership among state, county, city and
school disticts that is based on mutual trust and respect for local
authority. This partnership will enable all govemments to respond to
the demands of their citizens in the 21"' century through a revenue
system that is simple, understandable, equitable, stable and adequate
and through a revenue collection and distribution system that is simple,
efficient, accurate and timely.

ln working to prevent the potentialfor property tax increase and achieve this vision,
the committee established three primary goals:

Simplify bilting, collection, accounting, distribution and reporting of all
revenue.
De-earmark revenue and eliminate expenditure rnandates for local
government.
Create a rational, dependable, stable funding structure for cities and counties.

A significant goal of the committee proposal is to establish a mutual trust that both
state and local government officials will need. The recommendations provide local
government significantly more financial flexibility and authority. The legislature will
have less control over local government. Local government will receive an
Entitlement Share of the general fund without specific revenue or expenditure
requirements. Building this trust level will be a challenge. To expedite trust
building, local government audit provisions have been strengthened and local
government financial laws have been revised to provide greater accountability with
more financial flexibility and authority.

The committee is concluding its work and preparing its final report. The following
summarizes the committee's major recommendations.

Budget and Accounting

1.

2.

3.



Due to the wide variety and disparity in budget and accounting laws for local
governments, the committee established a work group to develop legislation to
provide a single set of uniform budget and accounting laws for local government.
The draft legislation:. Simplifies the accounting requirements and expands local financial flexibility and

authority.. Gives county and city commissions clear financial oversight and authority for mill
levies and fees.

. Expands and strengthens the Department of Commerce's reporting and audit
responsibilities.. Has an all-inclusive definition of "local governments."

. Eliminates detailed accounting provisions in statute.

. Specifically states that it "... does not provide for the consolidation or
reassignment of any duties of elected county officials."

. Provides for the county or municipal treasurers to be the custodians of all public
monies, including those of special authorities and districts.

. Creates budget adjustment flexibility for some fund types and fee-based budgets.

. Allows for judgment levies to be outside the property tax limit.

. Provides all mill levies are subject to county or municipal governing board,
omitting the past exception for special districts, such as library and airport mill
levies.. Provides for an extended deadline for setting tax levies if certified taxable values
are received late.. Provides for the amendment or repeal of over 80 existing county and municipal
laws.

Revenue Changes

' Changes the flow of revenue so that most revenue rernains with the government
that collects it. The exception is vehicle revenue (light vehicle and truck fees and
taxes) that will be transferred to the state generalfund. Gambling revenue will be
retained by the state. Other changes include the elirnination of the property tax
reimbursement programs, consolidating the vehicle registration fees into one
registration fee, making other vehicle fees uniform, and having all district court
fees, fines and forfeitures deposited into the state generalfund.

. Provides general fund statutory appropriations to replace the de-earmarked
revenue for state agencies.

. Redistributes the de-earmarked revenue to schools through a two-year
reimbursement program, similar to that provided in SB184.

Expenditure Changes

. Transfers total funding responsibility for welfare to the state.

2



Transfers the funding responsibility for district courts excluding the clerk of district
court and their staffs, to the state.



Entitlement Share

Creates general fund Entitlement Share (statutory appropriation from the state
generalfund) to ensure that local governments receive the same amount of revenue
they received in fisca|2001 with vehicle fees altered to reflect H8540.
. Sets the growth rate indices for the Entitlement Share pool at 70% of the five-

year rolling average of the state gross domestic product and personal income.
The growth rate is 3.2% for fiscal 2002, and 3.1o/o for fiscal 2003.. Establishes a short-term allocation methodology for the Entitlement Share based
on first, increasing the base allocation for each county and city by inflation and
second, by distributing any remaining funds based on population.

. Establishes a study to develop a long-term funding allocation method for the
Entitlement Share program for local government that takes into account tax
capacity, tax burden, and the wide disparity in mills levied under current law.

Property Tax Limit

The 58184 property tax limit remains in ptace as an overall property tax limit.
Existing local government mill levy caps have been eliminated except for the 2-mill
emergency levy. The committee recommendation modifies the S8184 property tax
limit as follows:. Provides a transitional limit for fiscal 2002 to provide at least 2o/o ravelUe growth

above fiscal 2001 frorn the Entitlement Share and propefi tax.. Establishes a long-term property tax limit, which will be the fiscal 2002 amount of
property tax assessed, plus a growth factor of Tz of the last three-year average
rate of inflation. Preserves the right of local governments to use the full property tax limit in the
future without utilizing it every year.

. Clarifies and improves the definition of "Newly Taxable Property".

De-earmarking and Mandate Guidelines

. Establishes guidelines for earmarking revenue to local government and a
process to continuously review the earmarked revenue.

' Clarifies the process of establishing and funding state rnandates for local
governments.

Local Option Taxes

' Authorizes a local option sales tax not to exceed 4%. A vote of the electorate is
required and there is some revenue sharing between urban and rural counties.

4



. Authorizes up to a '1o/o local option realty transfer tax for infrastructure, with 20%
being in a state operated program and 80% staying in the local community. A
vote of the electorate is required.

State and Local Government Relationship Gommittee

Creates a temporary (four years) State and Locat Government Relationship
Committee, composed of legislators and local government officials to:

' Promote and strengthen local governments.

' Bring together representatives of state and local government for consideration of
common problems.

. Provide a forum for discussing state oversight of local functions, realistic local
autonomy, and intergovernmental cooperation.. ldentify and promote the most desirable allocation of state and local government
functions, responsibilities and revenue.

. Promote concise, consistent and uniform laws and regulations for local
government to achieve a more orderly and less competitive fiscal and
administrative relationship between and among state and localgovernments.

Public Hearing

There will be a public hearing on November 15, 2000 at the Department of Health
and Human Services auditorium. A METNET hearing will be conduced from 11

a.m. to 1 p.m. The public hearing will continue in room 152 ol the state capitol until
3 p.m. At 3 p.m. the committee will have a work session to consider changes to the
draft report.

5
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Pfimary Committee Goals

Simplify billing, collection, accounting,
distribution and reporting of revenue

De'earmark revenue and eliminate
expenditure mandates for local government

Create a rational, dependable, stable funding
structure for cities and counties

Establishing Mutual Trust

' Provide significantly more local government
financial flexibitity and authority

o Exert less legislative control over local
government

r Offer an Entitlement Share of the state general
fund without specific revenue or expenditure

a/requirements



Major Recommendation Areas
Revenue and Expenditure Changes
Entitlement Share

Property Tax Liryrt
TIFs, Countywide School Funds
Schools K-12
Budget and Accounting
De-earmarking and Mandate Guidelines
Local Option Sales Tax
Local Option Realty Transfer Tax
State and Local Gov. Relationship Committee

t

0

t

t

I

t

0

t

0

o

ReYenue Changes
State Goverrunent Revenue Increases
r Motor vehicle fees, taxes $79.3 million
r Gambling revenue

r Financial institutions
r Alcohol related taxes

r District court fees, fines

r PILT- DNRC - FWP
r All other

27.$mitlion

8.4 miltion
4.0million
1.9 million
0.9 million
1.7 mitlion

r Bliminate prop. tax reimbursement 76.0 million

Total Revenue Change $200.0 mitlion



hlet Financial Change

Revenue Change

Expenditure Change

Net Change

= $200.0 mittion

= 34.8 million

= $165.1 miltion



il{et Impactby
Local GoYeri*ent En tity
Bntitv 

($miltiob 
Fyo3

Counties
Cities
TIFs
Schools K- 12

County Retirement
County Transport.

$36.3

45.4

4.8

65.0

10.4

2.3

$37.5

46.9

4.8

65.0

7.8

2.2

Entiilement Share
Purpose: To rep-Iace coqnty and city revenue with a

stable, growing reyenue source

r State general fund statutory appropriation
o Sets a Growth Rate Index

r 70Vo of the S-year rolling average of the state gross
domestic product and personal inconre

t FY02 =3.2Vo, FY03 =3.lvo



Entitilsmeht Shar Aillocation
r Short-termallocation

r Base allocation, which increases for inflation

r Remaining funds allocated by population

't, r ong-term allocation study
r Tax capaclty, lax burden and mill levy disparities

r Other relevant factors

Property Tax Limit
' An overall properfy tax limit

r Provides at least 2Vo revenue growth for FY02

r Long-term growth factor: average of LlZ of last
At.
3 years' inflation rates

rEliminates "lev;/ it or lose it" for prope{ly taxes

r Better defines "newly taxable property"

. Elimination of other statutory mill levy caps

r Except for 2 mill emergency levy

rMay need to clarify statutes in special cases



r Replacement payment based on FY01 fevelr County Retirement
r Payment based on FY01 level, reduced for HB20

and 58417 phase-outs

r Property tax reirnbursernent reduction =
for FY02 and $5 ,290,550 for FY03

County Transportation
r Replacement nut*ent based on FY01 level

$2,645,275

Schools K-Iz
r Block Grant ,

r Office of Public Instruction (OPI) distributes
r Based on prior-year revenue to be replaced, with IIB

540 flat vehicle fee annualized
r Paid in November and May
r Permanent allocation determined by a sfudy of school

funding 2003 biennium
r Block Grant will sunset June 30, 2003



Uniforrn Laws for

Budget and Accounting
o I single set of laws for local governments

r Amends or repeals more than 80 existing county/city

. SimpHfiesaccountingrequirements

' Expands local financial flexibility
o Establishes county and city financial oversight

and authority for mill levies, fees

. Expands, strengthens Dept. of Commercets
reporting and audit responsibilities

Budget and Accounting
{continued)

t All-inclusive definition of ttlocal goverrunentstt
. Establishes new reporting requirements for

special purpose districts -- effective date
delayed one year to implement

r Eliminates detailed accounting provisions



Budget and Accounting
(continued)

"...does not provide for the consolidation or
reassignment of any duties of elected county
officials.tt

County or municipal treasurers to have custody
of all pubtic money, including special
authorities and districts
Creates budget flexibility for selected fund
types and fee-based budgets

Budget and Accounting
(continued)

Allows for judgement levies to be outside the
property tax limit
AII milt levies subject to an elected county or
municipal board, including library and airport
An extended deadline for setting tax levies if
certified taxable values are received late



Ile-€nrmarking and
foIandate Guidetines

Establishes guidelines for earmarking
to local government

Provides foi continuous review of earmarked
revenue

Clarifies the process of establishing and
funding state mandates for local gov€rnments

reYenue

Local Option Sales Tax
r Authorizes local option limited sales tax

t By vote of the electorate

r Specify use of tax in election process

r Tax rate up to 4Vo :

r Tax on tourist items

r Provides for sharing among urban and rural counties

r May not be levied on the same transaction by more
than one local government



Local Option Realty Transfer
Tax

o Authorizes local option realty transfer tax
. By vote of the electorate

. ii"",ty;;;ilu to improvins infrastructure
r Tax rate up to lvo
t SOVo for the local community and 20Vo for a state-

operated program
r May not be levied on the same person or transaction by

more than one local government
r Some exemptions

State and Local Government
Relationship Committee

A temporary committee (4years) composed of
legislators and local officials
Wiil operate similar to the Environmental
Quality Council for state and local government
issues
Will work to resolve issues by bringlng together
knowledgeable people who understand citizen
concerns, state interestS and local government

ll



Cornmittee Purpose
r Promote and strengthen local governments
. Consider common problems
. Provide a forum for state oversight of local

functions, realistic local autonomy and
intergovernmental cooperation

. Identify, promote desirable allocation of state
and local functions, responsibilities and
revenue

r Promote concise, consistent and uniform laws
and regulations for local government

REVENUE TRAhISFERS
Simplify billitrg, collection, accounthg,
distribution and reporting of revenue*
* From Primary Commiffee Goals

BETORE
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The State General Fund Transfers An
Entitlement Payment To Cities/ Towns,
Counties, And Schools, Which Approximately
MatchesThe Local Covernment loss In
Revenue Due To The Revenue Shift During
Fiscal Year 2001. For Fiscal Year 2fi)2 And
2003 The Entitlement Share rlVill Grow At A
Rate Of 3.2% And 3.1% Respectively. ln The
Following Years The Entitlement Share Will
Grow According To A Measure Of Economic
Conditions In The State



(This spreadsheet updated July 25,2001)

This spreadsheet will contain the revenue matrix and
for calculating the entitlement share.

The spreadsheet contains four tabs:

Tab 1: Introduction (this page).

Tab 2: The Revenue Matrix

Tab 3: Instructions.

Tab 4: H8540 Annualzation Factors

Tab 5: Frequently Asked Questions (FAO)

instructions necessary

Last Update

July 25,2001

July 16, 2001

July 25,2001

July 24,2001

July 25,2001

The Revenue Matrix is presented at this time to allow local governments the opportunity
to explore the impact of H8124. lt is likely that the matrix will change between now
now and the time the caclulation of the entitlement share is made. Changes will be
made as people begin to work with the matrix and offer suggestions that will improve
on this important process.

I will continue to work on the matrix and instructions. I welcome your thoughts
and suggestions.

Brad Simshaw bsimshaw@state.mt.us
Montana Department of Revenue

(rnore)

I



Instructions

H8124 changed the distribution of several local govemment revenue sources. ln addition, H8124 transfers
the cost of welfare and district courts to the siate. The revenue distribution changes and the state assumption
of welfare are effective for fiscal year 2002. The state assumption of district courts will be effective in fiscal
year 2003 and does not include the assumption of the clerk of district courts. Entiflement share payments
will be made to local governments (four quarterly payments) in each fiscal year beginning in fiscal year 2002.
A growth rate will be applied annually to the entiflement share payments.

Concept:

Goaf :

H8124 was not designed as a revenue gainer or loser for local govemments or state government.
The result of the revenue loss (change in revenue distribution), expenditure savings (state
assumption of welfare and district courts), and the entitlement share payments should leave
local governments and state government harmless. That is why it is important to be as accurate
as possible in filling out the revenue matrix.

(more)

The goal of this revenue matrix is to accurately measure the amount of revenue that will no I

longer flow directly to local government, The loss of the revenue sources will be replace6 V
by the entitlement share payments.

The Matrix: The revenue matrix is a row and column tabte.

Columns (RevenueSources)

The columns represent revenue sources for local govemment under old law. Local govemments
received revenue from these sources in fiscal year 2001. Not all local governments ieceived revenue
from all the sources. Local governments are defined as county governments (including miscellaneous
districts such as fire districts) and city/town governments. The revenue matrix does noi apply to
schools. For counties only county govemment (including miscellaneous districts) revenues ire to
be listed. For city/towns only city/town revenues are to be listed.

Listed with each revenue source is the MCA cite and the BARS revenue account number. The
revenues are split into two groups. The first group, columns 1-A through 1-e, are state shared
revenues. Each has a BARS account beginning with 335. The second group, columns 2-A
trhough 2R, are vehicle revenues that are collected by the county treasruerand sent to local
governments' Included in each group are some columns intentionally left empty. lf we find
that it is necessary to add a column we will have a spot for it. For example, in working on (more)
an earlier version of the revenue matrix with Norm Klein it was decided to split one of the columns I
into three columns. Having the space already available (if necessary) for a new column heading I
will save the trouble of repositioning and renumbering the existing columns.

Rows (Funds)

The rows represent funds. A list of funds has been included. While the list of funds is tailored
for county governments it can be used by city governments also. Not all governments will have
all the funds listed. lf that is the case, go ahead and leave that row btank. tf you have a fund
that is not listed, go ahead and write over a fund that you do not have. lf you need to list more
funds then are listed then go ahead and insert rows into the matix. Inserting rows before the last
item (the third "othei' towards the bottom of the list of funds) will ensure that the values in the
inserted rows will be included in the sum functions in the total row.

County governments please note the listing of a fund for fire districts in rows 34 and 35. Miscellaneous
districts (fire, misquito, etc.) may be impacted by the changes in revenue flow in H8124. These
impacts are to be measured and will be included in the entitlement share payment to the county.



To calculate the entitlement share payment lt is not necessary to know the impact to each fund.
In HB124 is language which addresses the allocation of the entitlement share payment to special
districts. "The county or consolidated local govemment is responsible for making an allocation from
the county's or consolidated local government's of the entitlement share pool to each special district (more)
within the county or consolidated local government in a manner that reasonable reflects each special 

I
district's loss of revenue sources listed in subsection (1 )" (Secfloin 1 subsection 4 H8124 . fhe +purpose of listing the revenue impacts on funds is to assist local government officials in allocating
the entitlement share payments to funds and special districts.

0e//s (lmpact of the Revenue Changes in Fiscal Year 2001 Dollars)

The values to be keyed into the cells should be fiscal year 2001 numbers. A value in a cell will
reflect the amount of fiscal year money from the revenue source that flowed to the fund. For
example, listing $10,000 under the revenue source video gambling apportionment (column 1-F)
and in the general fund row would indicate that, in fiscal year 2001, the general fund received
$10,000 in revenue from the revenue source video gambling apportionment.

Most cells will be blank. This is because funds do not receive r"u"nu" from each revenue source.
ln many cases the revenue source may have a value in only one cell. For example, revenue from
video gambling apportionment may all go into the general fund. But a revenue source like the corporate
license tax, being a non-levy revenue source, is a revenue source for many funds.

It is important to understand clearly the revenue source that HB124 is changing. As an example take
the revenue source Wine Tax Apportionment (1-C). Before HB124 the distribution of the wine tax was
5% to counties, 5% to cities, 59% to the state general fund, and 31% to the Department of Public
Health and Human Services (DPHHS) for the treatment and prevention of alcoholism. H8124 amended hore)
the law by taking the 10% that formerly went to counties and cities and routing it to the state general 

I

fund. The amendments did not change the 31% that is distributed to DPHHS. As a result of the I
amendments in H8124 counties and cities will each lose their 5% share of the wine tax. The fiscal Y

year 2001 revenue from the 5% is what should be listed in this column. The column should not list
any money that a fund received from the alcohol rehabilitation apprtionment from DPHHS. Even
though there is an alcohol rehab fund listed on the matrix it would show a value only if that fund
received money from the 5% wine tax apportionment (BARS 335 015). The alcohol rehab fund
should not list any amount of revenue received from the DPHHS alcohol rehabilitation appportionment
program (BARS 335 005). There is no change to the DPHHS alcohol rehabilitation apportionment
program. DPHHS continues to receive 31% of wine tax monies and will continue the program as in
pa$ years.

Another example of this iq the weed control fund. This fund should not list any revenue received from
the Department of Agriculture from the weed program (BARS 334 025). The weed program is unchanged
by H8124 (the Department of Agriculture will still receive revenue for the weed program from vehicle
registration). However, the weed control fund may have received revenue in fiscal year 2001 from revenue
sources that are changed by H8124. lf the weed control fund has a mill levy, then the fund will have
received non-levy revenue from the corporate license tax, SB184 reimbursements, and motor vehicle
flat fees.

(morc)



H8540 Annualization of Light Vehicfes:

H8124 requires that the amount of revenue from light vehicle fees be annualized under the HB54O flat fee
system. That is, the actualfiscal year 2001 light vehicle revenue collections need to be adjusted to reflect a
value that represents what the collections would have been had HBSzlO been in place for the entire fiscal year.
The annualization adjustment factor has been calculated for each county. These can be found in a table
in the MV Allocation Factor tab. For example, the factor for Cascade County is 0.908. The factor for
Mc0one County is 0.895.

For Cities and Townb, use the factor for your county. For example, Townsend would use 0.888, the factor
for Broadwater County. Dillon woutd use 0.872, thefactorfor Beaverhead County.

The factor is to be placed into cell F6 of the revenue matrix. The headings cunently there look like this:

Light Vehlcle Tax Annuallzed for HB540
HB540 Annuallzatlon Factor 0.500

The value of 0.500 is to be replaced with the the adjustment factorfor your county or cityftown. Placing the
factor in this appropriate position will ensure that the factor is used in the formulas in column 2-C.

There have been several oommon questions regarding the revenue matrix. To view the questions and answers go
to the FAQ tab.

:om of Sheet

J



Motor Vehicle Allocatlon Factor

This tab contains a description of the HBgo annualization factor. A table containing the county factors
is below th6 description.

Annualization of HBgo Light Vehicle Revenue

Part of the HBI 24 entitlement share calculation is the revenue from light vehicle fees. The base y€ar for the fees
is fiscal year 2001. For the first half of the fiscal year light vehlcles were subject to a 1.4% ad valorem tax. For the
second half of the fiscal year the ad valorem tax was r€placed by the flat fee system under H8540. Because of
this the actual revenue from light vehicle fees for fiscal year 2001 will be a combinalion of revenue generated
from the ad valorem lax system and the flat fee system.

H8124 requires that the amount of revenue from light vehicle fees be annualized under the HB54O flat fes
system. That is, the actual fiscal year 2OO1 light vehicle revenue collections need to be adjusted to reflect a
value that represents what the collections would have been tBd H8540 been in place for the entire fiscal year.
It is expecled that the annualized amount will be less than the actual amounts.

To annualize the light vehicle revenuE an adjustm€nt factor witl be applied to actual fiscat year 2OOl revenues.

An adjustment factof will be calculated for each county. Th€ adiustment fac'tor wilt be catculaled by comparing
the revenue generated from the cunent law system (half ad valor€m and half flat fee) to the revenue generated
under a full year of H8540. ThE amounts under both systems will come from simulations on the CY 2ooo
vehicle database.

The adjustment factor will be the ratio of the full-year H8540 simulated revenue to the haf-year SB24O/htB54o
combination. For example, ff the amount und€r th6 full year of H8540 is $88,000 and the amount under the
combination of % year at 1.4oh and % year at H8540 is $100,000, then the adjustment factor would be 0.88
($88,000/$100,000). The adjustment factor of 0.88 would be applied to the actuat flscal year 2OOl tight
vehicle collections.

I Full Year at HB540: $88,000

<- ll2 Year 
"t 

l.4Yo = $55,00O <- l/2Year at HB540: $45,000 -->

l-.'



HB124 Annualization Factor Slmulation-
H8540 Light Vehlcle Fee Annuallzed
Uslng Calendar Year 2000 Database

TEB 260 Haf%ar I f-TBs40Ei?'i6ar I -xJJ4i Fun yea-l
l-EuNif---l lr.l%Rate-otoLawl lFtatFee-cunenttanvl lrbtre.4unetttlarl lFactorl

$ 1,906,262
3,997,347
7,734,060
5,395,255
3,320,029
4,016,657
4,499,488

689.481

141,237
637,775
273,883
869.286

2,412,205
636,620

1,277,767
572,921
363,431
536,664
352,932
474.U0
324,43
412,769
261,089

fo.r14l
I o.soa I

I o.ar 
I

| 0.8961
l-l

| 0.eo3l

I o.oszl
I 0.g66l

I o.azzl
fosso'l
I o.alsf
| 0.8e41

I o.got I

fo.B66l
| 0.8s81

| 0.8801

I o.ggsl

fo3rsl
I o.azz I

I o.asz 
I

| 0.893 |
t-l

| 0.8951

I o.sozl

I g.:11

01 Silver Bow
02 Cascade
03 Yellowstone
04 Missoula

1 ,1 10,786
2,324,223
4,737,741

973,936
2,067,907
3,939,097
2,725,143

2,013,772
2,718,398
2,975,824

1,662,7M
1,966,890
2,218,739

380,003
09 Powder River
10 Carbon
11 Phillips
12 Hitl 481.115

77,902
312,757
161,336

13 Ravalfi
14 Custer
15 Lake
16 Dawson

1,327,353
361,306
91 3,1 90

214,182
316,296
172,578
276,2U

17 Roosevelt
18 Beaverhead
19 Chouteau

183,993
?28.839
167,553

178,517
?28,912
132,035



F;e^' rsstlY Asked Questions:
t.
1 ts the video gambling machine permit fee ($200) included in the revenue matrix?

No.HBl24changedon|ytherevenuedistributionofthels%ofthegrossincometax.HBl24did
not change the $200 Permit fee'

2Giventhemix-upinthecorporatelicensetaxpayments,whatfigureshou|dlreport?

Reportwhatyouwouldhavereceivedinfiscalyear200lfromcorportate|icensetaxhadthepayments
been made correcry and timery. For exampre, suppose you were originally underpaid and a correction

paymentwasmadetoyouthisJu|y.'Wewanttocountasfiscalyearzootrevenuetheoriginalpayment
and plus the correction payment. lf you were overpaid, *" *"nfto report the corrected amount' not the

overpayment amount'

3 What if l received a payment in fisca| year 2000 that was a correction to a fisca| year 2000 payment?

(more)

Thecorrectionpaymentshou|dnotbecountedasfisca|year2001revenue'I
V

4 What about the localoption vehicle tax?

HBlz,'did not change the local option vehicle tax. This wilt still be local revenue and should not be included

anYwhere in the revenue matrix'

5 Are property taxes on the matirx anywhere?

J lb , , -ra^- rL^ ri-*rir.r'rinn nf nrnnertv tax- I ly property tax revenue in the

'i lT t," H'124did not atter the distribution of property tax. There should not be ar

matrix.
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