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Date
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 Date 
Fiscal Summary

Fiscal Year 1999 Administrative Costs:

Due to the retroactive implementation date (December 31, 1998) of this proposal, there will be a fiscal impact  in FY1999.  Projected general fund administrative costs are $886,240 in FY1999. 




FY2000
FY2001




Difference
Difference
Expenditures:

General Fund

$993,969
$1,203,248


State GTB Aid

(1,190,168)
(761,510)

Revenue:
General Fund (01)
(1,764,000)
(1,798,000)

State Special Revenue (02)
370,000
377,000

Net Impact on General Fund Balance:
($1,567,801)
($2,239,738)


Yes     No

Yes    No


X        Significant Local Gov. Impact
X                  Technical Concerns



  X       Included in the Executive Budget
X
            Significant Long- 




                      
Term Impacts

________________________________________________________________________________________

Fiscal Analysis

ASSUMPTIONS:

1. The proposal will take effect January 1, 1999.

2. Taxpayers will be required to complete an application in the first year of implementation.  After the first year, applications need only be filed if there is a change in property ownership from the prior year or a change in occupancy eligibility requirements. For purposes of estimating administrative costs, each application is assumed to require 10 minutes to review and enter data into CAMAS (Computer Assisted Mass Appraisal System).  Contracted services will perform this work during the first 3 months of the year.

3. Administrative costs associated with the homestead exemption application process, computer modifications, and taxpayer awareness programs are $238,047 for operating expenses in FY2000 and $243,659 for operating expenses in FY2001.

4. Administrative costs associated with completing a new reappraisal cycle (classes 3, 4, and 10 properties) are estimated to be $703,902 for personal services, $39,520 for operating expenses and $12,500 for equipment in FY2000.  Estimates for FY2001 are $646,504 for personal services and $313,085 for operating expenses in FY2001. 

5. An appropriation of $886,240 will be necessary for FY1999 to cover the costs associated with the retroactive nature of this proposal. The portions of FY1999 total costs associated with the homestead exemption are $495,570 for personal services and $161,590 for operating expenses.  The portions of FY1999 total costs associated with the change in assessment process and reappraisal of classes 3,4, and 10 are $229,080 for operating expenses.

6. Under the proposal, the taxable rate for classes 3, 4 and 10 property will be set at 3.25%.

7. The statewide 95 mill levy is reduced to 92 mills.

8. Beginning January 1, 1999, assessed values for classes 3,4, and 10 are at full 1997 reappraisal values.

9. The homestead exemption value is 25% of the first $100,000 or less of market value for owner occupied residences.  For the purposes of this fiscal note it is assumed that the land value associated with the residential improvement is included in the value of the homestead (see technical note #4).

10. Current law taxable value subject to the 95 mill levy and to the 6 mill levy is estimated to be $1,959,851,000 in FY2000 and $1,996,977,000 in FY2001 (HJR2).

11. Under current law, 95 mills will generate $186,186,000 in FY2000 and $189,713,000 in FY2001.

12. It is estimated that the total taxable value will increase 2.28% as a result of the proposal, resulting in a total taxable value of $2,004,584,000 in FY2000 and $2,042,558,000 in FY2001.

13. Under the proposal, 92 mills will generate $184,422,000 in FY2001 and $187,915,000 in FY2001.  This results in a decrease in general fund revenue of  $1,764,000 in FY2000 and $1,798,000 in FY2001.

14. The estimated increase in taxable value will result in an increase in property tax revenue for the 6 mill university levy of $268,000 in FY2000 and $273,000 in FY2001.

15. It is estimated that property tax revenue for the 9 mill state assumption of welfare levy will increase $102,000 in FY2000 and $104,000 in FY2001.

16. The change in taxable values will cause school districts to change GTB levies in FY2000 and FY2001to maintain minimum budgets required under section 20-9-308(1)(a), MCA (see technical note #5).  The change will decrease by $1,190,168 the amount of state GTB aid in FY2000 and decrease by $761,510 the amount of state GTB aid in FY2001.

FISCAL IMPACT:
FY2000
FY2001





Difference
Difference

FTE

       21.00
       19.29

Expenditures:
Personal Services
$703,902
$646,504

Operating Expenses
277,567
556,744

Equipment

12,500
0

Local Assistance - School GTB
(1,190,168)
(761,510)
     TOTAL

($196,199)
$441,738

Funding:
General Fund (01)
($196,199)
$441,738

Revenues:
General Fund (01)
($1,764,000)
($1,798,000)

6 mill University levy (02)
268,000
273,000

9 mill assumed county levy (02)
102,000
104,000

Net Impact to Fund Balance (Revenue minus Expenditure):
General Fund (01) 
($1,567,801)
($2,239,738)

6 mill University levy (02)
268,000
273,000

9 mill assumed county levy (02)
102,000
104,000

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES:

The impact on local governments is dependent upon the interaction of the components of the proposal and the composition of the local government tax base.  Overall, it is estimated that there will be a slight increase in taxable value.  

LONG-RANGE IMPACTS:

Ongoing administrative costs of $1,145,624  are projected for FY2002 and beyond due to the three-year reappraisal cycle proposed by this bill.  

TECHNICAL NOTES:

1. House Bill 108 also amends the I-105 property tax limitations contained in section 15-10-412, MCA, to comport with the new requirements set forth in CI-75. This bill changes the base year for I-105 purposes from 1996 to 1997.  Local governments would not be allowed to raise more revenue in subsequent tax years unless a new tax or tax increase is: (1) approved by voter initiative;  (2) a specific tax dedicated to the payment of a public debt either existing on November 3, 1998 or authorized by voters; or (3) a specific emergency measure adopted pursuant to Article VIII, section 17(3)(c), 1972 Montana Constitution.

2. In the event the courts strike down CI-75, this legislation contains a contingency amendment to the I-105 provisions.  Under this contingency, the I-105 provisions would be amended to allow local governments to raise additional revenues which may result from cyclical reappraisal.  Additionally this part of the legislation proposes to strike the alternative election procedures for approving additional taxes as currently set forth in section 15-10-412(7)(a)(ii), MCA.

3. School districts are required to budget at the BASE level under section 20-9-308 (1)(a), MCA.  Some districts will experience a reduction in taxable values under this bill.   Provisions of CI-75 will require voter approval to increase tax rates to continue to meet the minimum budget requirement.  If voters do not approve the increase, the district will be in violation of section 20-9-308, MCA.
4. Language in the proposal is unclear regarding the phrase "single family residence".  The Department is unsure whether or not the phrase is intended to include land, duplexes, condominiums, or apartment houses where an owner uses one of the units as their primary residence.  A definition of the phrase "single family residence" or "owner occupied residence" would provide clarity and direction.
5. The proposal amends section 15-10-412, MCA, property tax limit.  The amendment changes the base year for the limitation of property taxes levied in each taxing unit from the tax year 1996 level to the tax year 1997 level.  A property tax limit based on a fixed year level may be inconsistent with CI-75.  Section 17(2)(vi) of CI-75 appears to set the limitation of property taxes levied at the prior year's property tax level.
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