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MEMORANDUM 

October 18,2012 

TO: Government Operations and Fiscal Policy Committee 

FROM: Jacob Sesker, Senior Legislative Analyst ~ 

SUBJECT: Follow up-Municipal Revenue Sharing Task Force 

The Government Operations and Fiscal Policy Committee discussed the Final Report of the 
Municipal Revenue Sharing Task Force on July 16, 2012. At that time, the Committee requested 
additional discussion regarding three potential alternatives to current County law or practice. 

Staff recommends against amending Chapter 30A to limit payments to 
municipalities to the amount of the duplicated tax. Such an amendment to the law would 
unnecessarily limit the Council's discretion to make greater appropriations to municipal 
governments. 

Staff recommends against amending Chapter 30A to allow municipal services to 
qualify for reimbursement in situations where both the County and the municipality 
provide the otherwise reimbursable service within the municipality. To do so would result in 
non-municipal residents paying the cost of municipal services-paying County taxes to support 
the cost of the County service within the municipality (e.g., County police service in Rockville), 
and also paying County taxes to support reimbursement to the municipality (e.g., to reimburse 
Rockville for police services it provides in Rockville). 

Staff recommends further consideration of amending Chapter 30A to allow the 
County to charge a lower property tax rate within any municipality. Reducing the County 
property tax charged to municipal residents by the amount of the duplicated tax is consistent with 
the purpose of the law, and would improve transparency for non-municipal and municipal 
residents. However, administering a property tax system with different rates within 
municipalities would be difficult. 



Background 

Most of the General Fund property tax that municipal taxpayers pay to the County is used to 
fund services the County provides to municipal and non-municipal taxpayers alike. For example, 
General Fund property tax revenue is used to fund public schools and the community college, fire 
and rescue services; health and human services, libraries, and police for most municipalities. A 
small portion of the General Fund property tax revenue that the County receives is County property 
tax paid by municipal taxpayers for services that the taxpayers actually receive from the 
municipality-this is the duplicated tax portion. 

If the eligible services provided by municipalities had been instead provided by the County, 
the services would have been funded with General Fund revenues. Eight separate taxes support the 
General Fund, the most significant of which is the property tax, which in FYII represented 41.9% 
of the revenue in the General Fund. 1 Taxpayers in municipalities pay a property tax to their 
municipality and also pay the General Fund property tax to the County-municipal taxpayers do not 
pay other taxes (e.g.; fuel/energy or income taxes) to both the County and a municipality? 

Actual FYIl Tax Supported MeG Budget 

2 Revenue (5) % of Total Tax Supported 
Budget 

The County reimburses municipalities each year in order to achieve tax fairness between 
municipal and non-municipal taxpayers. The fairness issue in question is whether municipal 
taxpayers pay one tax (property tax) to two different governments, while receiving the services 
funded with those revenues from only one of those governments. However, when the 
reimbursement exceeds the amount of the duplicated tax; then a different tax fairness question is 
implicated-whether non-municipal taxpayers are actually paying a part of the cost of services that 
they do not receive because those services are provided in municipalities for the benefit of 
municipal taxpayers. 

1 The duplication payments each year are based on a two~year lag in data. 

2 While there is no duplicate income tax, under state law the municipalities receive 17% of income tax revenues 

collected from municipal residents. In FYlO, the income tax accruing to the municipalities exceeded $30 million. 
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Montgomery County's Municipal Revenue Program (Chapter 30A) 

County Executive James P. Gleason proposed a "Municipal Revenue Program" in May 1973 
in conjunction with the issuance of a report, Final Report on the Montgomery County Municipal 
Revenue Program. See Final Report, attached at 1-9. 

In the cover memorandum, Mr. Gleason stated the problem that the County Executive and 
the Municipal Advisory Board sought to resolve: 

"Over the past year, I have explored with the Municipal Advisory Board possible inequities 
existing in the taxes paid by municipal and non-municipal County residents. We have 
concluded after careful analysis that municipal citizens pay twice for certain services-to 
the County and to their local jurisdiction-while receiving these services only from the 
municipality. 

"1 am proposing, therefore, a new Montgomery County Municipal Revenue Program to 
overcome this inequity. Under this program, the County would return annually to each 
municipality an amount equal to the estimated duplicated taxes paid by its residents for 
eligible services ... 

"To establish this new initiative in intergovernmental relations, new legislation must be 
added to the Montgomery County Code. My proposed legislation, attached herewith, would 
establish the program; provide that the County, subject to budgetary constraints, shall 
reimburse municipalities for duplicated taxes paid by their residents; and shall set forth 
criteria for determining eligible services. No law exists at present to enable the County to 
begin such a program." See County Executive Gleason's cover memorandum, dated 
May 25, 1973, at 1. 

Appendix B to the Final Report summarizes the history of the program, and confirms that 
the focus of that effort was tax duplication. Appendix B states in part: 

"This study originated in the growing concern on the part of the County Executive and 
municipal officials that municipal residents were suffering a tax inequity by being taxed 
twice, once by the County and again by their municipal government, but receiving services 
only once. 

" ... [T]he Budget Office has attempted over the past several months to clarify both service 
and fiscal situations currently affecting municipal residents vis-a.-vis their non-municipal 
counterparts. The examination has focused on four aspects: a) the determination of service 
areas where tax duplication may exist; b) the calculation of the estimated overlaps; c) the 
development of alternatives to overcome duplications; and d) the fiscal impact, on both the 
County and the municipalities, of the various alternatives ... " See Final Report at © 6. 
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Interestingly, payment to the municipalities was not the only method explored for addressing 
the double-taxation problem: 

"Several methods of overcoming tax inequities have been explored. One of these is the 
assumption by the County of service currently performed by municipalities. Another is a 
direct grant from the County to municipalities in an amount calculated to remove the 
inequity." See Final Report at 3. 

An alternative not contemplated by the report was setting a lower tax rate in the 
municipality. This report predated the Maryland law that permitted such "tax rate differentials"
presumably the report would have explored tax rate differentials had the Maryland law permitting 
such differentials already been in place. 

Chapter 30A (Montgomery County Municipal Revenue Program) was passed in 1973, and 
has changed very little in the intervening four decades? Under Chapter 30A, Montgomery County 
reimburses municipalities directly. Chapter 30A does not limit reimbursement to the portion of the 
cost of services that would be paid from the County's General Fund property tax revenues.4 

Instead, §30A-3 limits reimbursement to no more than the amount that the County would spend if it 
were providing the services, and states that should be approximately the amount of municipal tax 
revenues required to fund the eligible services (i.e., excluding non-tax revenues from the calculation 
of municipal expenditures). 

§30A-3 (Determination of amount of reimbursement). Subject to the provisions of section 
30A-4, each participating municipality shall be reimbursed by an amount determined by the 
county executive to approximate the amount of municipal tax revenues required to fund the 
eligible services. The amount of reimbursement shall be limited to the amount the county 
executive estimates the county would expend if it were providing the services. 

Chapter 30A contains an additional limitation on expenditures-expenditures under the 
Municipal Revenue Program are limited to the funds appropriated by the Council. Put differently, 
there is no requirement that the Council appropriate funds-in any given year, the Council may 
choose to make an appropriation of$0.5 

§30A-4 (Limitations on expenditures). All expenditures by the county under the authority of 
this chapter shall be subject to the limits of the funds appropriated by the county council. 

The legislative history indicates that Mr. Gleason was mindful of the fact that any County 
expenditure of funds for the purpose of reimbursing municipalities for duplicated taxes paid by 

3 The only changes to the law since its passage were changes to §30A-6 (County tax rate in certain municipalities), 
which applied only to Takoma Park and are no longer applicable because Takoma Park no longer performs fIfe and 
rescue services. 
4 Under the County law, the County may reimburse municipalities for the portion of the County's net cost that is funded 
by other taxes (e.g., income tax, sales tax, recordation and transfer taxes, energy tax, etc.) paid by municipal residents 
only once (i.e., not duplicated). 
5 Taken together, §30A-3 and §30A-4contemplate reimbursement payments from the County to municipalities that fall 
within a range. Using the FYI3 budget to illustrate, the maximum (the amount the County would expend if it were 
providing the services) would have been $11,571,446, and the minimum would have been $0. The actual FY13 budget 
($7,776,720) fell within a range, the outer limits of which were established by §30A-3 and §30A-4. 
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municipal taxpayers must be affordable to the County given any current budget constraints.6 Taken 
together, §30A-3 and §30A-4 contemplate reimbursement payments from the County to 
municipalities that fall within a range. 7 

Maryland Tax-Property §6-305 

Two years later, in 1975, the Maryland tax duplication law was enacted. In its earliest form, 
the Maryland law was permissive, allowing counties to charge a lower tax rate to municipal 
taxpayers if the municipality provided services in lieu of county services. The law also allowed a 
county to make reimbursement payments in lieu of setting a lower property tax rate. The law has 
been amended several times since it was enacted, most notably to impose requirements on some 
counties, including Montgomery. Under §6-305(c), the county shall meet and discuss with the 
governing body of any municipal corporation the county property tax rate to be set within the 
municipality, and grant a tax setoff to a municipal corporation if the municipal corporation can 
demonstrate that it performs services or programs instead of similar county services or programs. 

Under §6-305(a), the "setoff" is defined as either: (1) a lower General Fund county property 
tax rate for property in a municipality; or (2) a payment to a municipal corporation to aid the 
municipal corporation in funding services or programs that are similar to county services or 

8programs. 

Under §6-305(d), in determining the amount of the setoff, the county must consider (1) the 
services and programs9 that are performed by the municipal corporation instead of similar county 
services and programs; and (2) the extent that the similar services and programs are funded by 
property tax revenues. lO 

Alternatives 

Alternative 1: Amending Chapter 30A to limit the payment made to a municipality to the portion 
ofthe County's General Fund revenue derived from property taxes collected in the municipalities 
and used to fund County services. 

The FY13 budget for the Municipal Tax Duplication NDA (excluding speed camera 
revenues) was $7,776,720. The maximum reimbursable amount is the amount the County would 

6 Indeed, the County Executive's memorandum stated that, under the program, "the County, subject to budgetary 
constraints, shall reimburse municipalities for duplicated taxes paid by their residents." An example of the budget 
constraints contemplated are those that have faced the County in the last four years. 
7 Using the FY13 budget for the Municipal Tax Duplication NDA to illustrate, the maximum reimbursable amount is 
the amount the County would expend if it were providing the services-in ,.this case, that maximum FY13 to 
municipalities would have been $11,571,446, and the minimum would have been $0. The actual FYl3 budget for the 
Municipal Tax Duplication NDA (excluding speed camera revenues) was $7,776,720. 
8 Of the 21 Maryland counties that have municipalities, Montgomery County is one of six that exclusively employs the 
reimbursement method. Eight Maryland counties set differential tax rates in their municipalities, four of which use both 
the tax differential and tax rebate (duplication payment) options. For relevant table, see DLS Report, Exhibit 2 © 10. 
9 Note that the State law does not require counties to consider the cost to municipalities of providing the services, nor 
does the State law require counties to consider the cost savings to the county associated with not providing the services. 
10 Note that the law does not require that a county reimburse a municipality for the property tax funded portion of the 
expenditure, nor does it limit any reimbursement from the county to the portion of the expenditure that would have been 
funded with property tax revenue. 
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expend if it were providing the services-in this case, that maximum amount for FYI3 would have 
been $11,571,446. Under §30A-3, the amount is subject to appropriation by the Council, reflecting 
a long-standing recognition that budget constraints limit appropriations even when actual tax 
duplication occurs. The minimum payment from the County to the municipalities would have been 
$0. In FY13, the duglicated tax amount was $4,851,63611-nearly $3 million less than the actual 
FY13 appropriation. 2 

Minimum 
reimbursement 
under §30A-4 

$0 

$0 

Reimbursement
property tax 

funded 

Reimbursement
grantfunded 

$0 

11 Council staff has requested that OMB clarify this number, which is slightly higher than the $4,847,006 that Council 
staff calculates as the duplicated tax portion of the reimbursement payments made to municipalities. In any case, the 
calculation discrepancy is very small in comparison to the amounts involved. 
12In the FY13 Recommended Operating Budget, the Municipal Tax Duplication Budget was broken into two 
components-the FY13 Property Tax Duplication and Additional County Grant. The difference between the actual 
appropriation and the duplicated tax portion was characterized as the additional county grant portion of the budget. 
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Under State law, in determining the amount of the setoff, the county must consider (1) the 
services and programs that are performed by the municipal corporation instead of similar county 
services and programs; and (2) the extent that the similar services and programs are funded by 
property tax revenues.13 The County may decide to limit its payments to municipalities to the 
property tax funded portion of the amount the County would expend if it were providing the 

• 14servIces. 

Limiting the appropriation to the duplicated tax amount would affect municipalities to 
varying degrees. ls Implementing such a limitation could disrupt the current service delivery system 
inmunicipalities that are heavily dependent upon the payments from the County. 16 

Staff recommends against amending Chapter 30A to limit payments to municipalities 
to the amount of the duplicated tax. Such an amendment to the law would unnecessarily limit the 
Council's discretion to make greater appropriations to municipal governments. Should the 
Committee be interested in further pursuing this potential change to County law, Staff's 
recommendation would be to request a detailed review of municipal services most likely to be 
affected by reduced funding, and of the County service delivery system's ability to absorb any new 
demand for County services that would result from changes to the municipal service delivery 
system. 

Alternative 2: Amending County law to allow municipal services to qualify for reimbursement in 
situations in which both the County and the municipality provide the otherwise reimbursable 
service within the municipality. 

Under §30A-2, in order to qualify for county reimbursement, a municipal public service 
must satisfy four requirements, one of which is that the "service is not actually provided by the 
county within the municipality." In a 2008 legal memorandum, Associate County Attorney Scott 
Foncannon concluded that "Montgomery County is not required to reimburse a municipality that 
has a municipal police force or to grant a tax setoff where Montgomery County also provides police 
department services in the municipality." See 2008 Legal Memorandum, at © 16-21. 

This requirement was discussed during the deliberations of the Municipal Revenue Sharing 
Task Force. See Page 36 of the 2012 Report at © 15. Municipal representatives felt that the 
County should provide an operating subsidy to support the activities of the municipal police 

B Maryland Tax-Property §6-305(d). 
14 County Attorney memorandum, August 30, 2002: "State law would not prevent the County from limiting the payment 
made to a municipality to the portion ofthe County's general revenue fund derived from property taxes collected from 
the municipalities and used to fund County services. However, State law only sets a baseline payment to a municipality 
and does not preclude a county from providing a more generous payment to its municipalities if the payments serve a 
public purpose. " 
15 For example, this limitation would have reduced the County's FY13 payment to Takoma Park by 56%, whereas it 
would have reduced the County's FY13 payment to Rockville by only 18%. If the reimbursement payment to Takoma 
Park had been limited to the duplicated tax amount, Takoma Park's FY13 General Fund revenues would have been 
reduced by 9%. 
16 Office of Legislative Oversight Report 2008-5 found that overall, reimbursement payments represented 5% of total 
revenues for municipalities located in the County in FY06/FY07; in contrast, the reimbursement payment comprised 
18% of general fund revenues for the City of Takoma Park in FY06. Takoma Park continues to fund a significant 
portion of its municipal budget with reimbursement payments-in FYI3, reimbursement payments comprised more 
than 16% of Takoma Park's General Fund revenues. 
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services in Rockville, Gaithersburg, and Chevy Chase Village. County representatives felt that 
further consideration of such a grant or subsidy was inappropriate because it would require all 
County residents to subsidize municipal police services. 

Staff recommends against amending Chapter 30A to allow municipal services to 
qualify for reimbursement in situations in which both the County and the municipality 
provide the otherwise reimbursable service within the municipality. To do so would result in a 
different tax fairness problem-that is, non-municipal taxpayers would be paying General Fund 
property taxes to the County that would both support the County's service (e.g., police service) 
within a municipality, and a grant payment to the municipality to cover a portion of the 
municipality's cost ofproviding that same service.17 

Alternative 3: Amending County law to allow use of tax rate differentials instead of tax 
duplication payments (i.e., reducing tax rates for residents within a municipality rather than 
making municipal tax duplication payments to the municipal government). 

The last alternative under consideration is amending §30A-6 to allow the use of tax rate 
differentials instead of tax duplication payments. 18 A tax rate differential system would address the 
tax duplication problem by setting different County property tax rates for each municipality. This 
would reduce the total General County property tax rate paid by all of the property owners in each 
municipality by the amount of the tax duplication payment that would have been due to each 
municipal government. The County could simultaneously set a differential tax rate and continue to 
make grant payments to municipalities. 19 

. 

The purpose of the law is to address tax fairness issues that arise when a taxpayer is taxed 
twice for a service that she receives only once. That problem can be addressed in multiple ways, 
including through the current system of payments to municipalities, or by setting a lower tax rate in 
the municipalities. An advantage of reducing the tax rate is that it is more transparent than the 
current system of reimbursement payments. This additional transparency could make it easier for 
municipal taxpayers to make the connections between the rates that they are required to pay and the 
services that they receive. 

Staff recommends further consideration of amending Chapter 30A to allow the County 
to charge a lower property tax rate within any municipality. Reducing the County property tax 
charged to municipal residents by the amount of the duplicated tax is consistent with the purpose of 
the law, and would improve transparency for non-municipal and municipal residents. Staff 

l7It is notable that the 1973 Task Force had explored the idea that one way to address the municipal tax duplication 
problem was for the County to take over providing the duplicative services in the municipalities ("Several methods of 
overcoming tax inequities have been explored. One of these is the assumption by the County of service currently 
performed by municipalities."). 
18 According to the Task Force report, using tax rate differentials (rather than tax duplication payments) would increase 
the workloads of the Finance Department and Office of Management and Budget. However, the change would also 
improve the transparency of taxation, reduce the burden of general County property taxes on municipal property 
owners, and allow municipalities to set property tax rates that more accurately reflect the services that those 
municipalities provide to their residents. 
19 Using Takoma Park as an example, Staff calculates that in FY13 such an option could have resulted in a County 
property tax rate that is 50.079 to $0.180 below the current county property rate inside Takoma Park. This is calculated 
by using the following assumptions: an assessable base of $1,948,074,014; a County General Fund tax rate of $0.724 
per 5100; a duplicated tax amount of$I,539,887; and a total reimbursement payment of53,513,643. 
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recommends that further consideration be given to how a system that involved both tax differentials 
and grant payments to municipalities might be administered. 

Contents: 

F:\Sesker\Word\Municipal Tax Duplication\MTD2 GO IIOSI2.doc 
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Office Of Uh.e County Sxecutive 
.. - - . ." 

MGMORANDUM 
, .... .... ~ ~ ...... 

D.1.te May 25. 1973 

.' 50 Coun ty c'OU'n'e.J I 
~ , w ,; I 

'{:3rom. Ja~s/~/~ason. County Executive 

,.:._;".,_,,,,-' ".:"::.S~~j,ect~,,,;~~o~anery county MunicIpal Revenue Program 

-' 
Over the past year, I have explored with the'Municipal Advisory 

, Board possible Inequities eXisting in the taxes paid by municipal
.::' end non-municipal County residents. We have concluded .fter 

·careful analysts that munIcIpal citizens pay twice for certaTn 
servIces· to the County end to their local JurisdictIon. while 

''',receivIng these services ·only .fran the munIcipalIty. 

'I em proposing, therefore, e new "Montgomery County MunIcipal 
.. Revenue Program" to overcome th Is inequl ty. Under th r5 program,
'the County would return annually to each municipality an amount 
. equal to, the estimated duplicated taxes paid by Its residents for 

,'(eligible servIces. The approximate impact in FY 74 on municipalities 
would vary from a minimum of $1,000 to a high of $190,000-$200,000

> depending on final calculations using FY 73 data. The total cost 
""the,:County in FY 74 is estimated at $260,000-$300,000 . 

. ' .....' '''''i:1,.'''\:',,:,~;:... . 

o'estab) i'sh. this nevi initiative in intergovernmeutal relations, 
new leg""r:slatlon must be added to the Montgomery County Code. My 
proposed legislation. a,ttacned herewith. would establ ish the 
program; provide that the County. subject to budgetary constraints. 

,.,shal1, reimburse muni:ipalfties for duplicated- taxes paid by their 
':'cresidentsj and set forth criteria for determining el iglble services. 

;~f:<No law'exlsts at present to enable'the County to begin such a 
('::::;"> program. ' ' 

While I am not proposing this as emergency legislation, I urge
the CouncIl to expedite deliberations on this bill in order that 
once it becomes effective a supplemental appropriation, to be 
funded from unappropriated surplus earmarked by the Coun~il.-.t:n':--:, Can be acted upon and payments can be made to, the municipalities

~t" ,.,., n ,the fa 11 • ' 

_~~.L<~::·~ ."~'d;ik
~.~I,'. "t.(' \<.'''~ "/ '''?~''';:jf''
Mi' ~,",::' , 
I), " .,~, 'Ii,. "':;,, r 
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SUMMARY. 

MONTGOMERY COUNTY MUNICIPAL REVENUE PROGRAM 

May 29. 1973 

'PROJECT BACKGROUND 

• Have attempted to identi fy services for whlc:h munJc:[pal -r.es i ' "lr
may be paying twice; 

,Have focused on street- rei ated services; 

.·Prop~sa I ready for Counc II act i on . 


. PR'OP'OSA1:2; Foif f:y',t;Z4-; ',,', 

'.' • Grant to municipalitIes. whichever is greater:
• 

__ $', ,000. or 
• 	 Two-th I rds the amount the mun rc:lpa 11 ty must ra Ise from its 

'. own taxes to provide the el}glble servlc:es • 

•. In future y:ear~. County will take over perf~rnunee of services 
,upOQ munlclpallty1s request by October.' of prec:edlng FYi 

• Grant requires legislation and supplementa) appropriation. 

SCHEOULE 

submission of legislation to County Council. 

July: .Cound I del iberatrons. enactment. 
'~(. "~~~'i"'!:~:"'\' 

- September: submission of FY 73 data by municipalities. 

Septemb~r: legIslation effective. 

September: submissIon of' suppl~ntal ,appropriation request
.;by.... County Executive. , ': 

• . October: passage of supplemental appropriatIon and payments to 
~ munlelpal'lties. 

1/;' " 
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FINAL REPORT ON THE MONTGOMERY COUNTY MUNICIPAL REVENUE PROGRAM 

Prepared for PresentatiOn at Meeting of 
24 •. 1973 Wi th Representat'ves of theMun 1c ipa I [tIes Advisory Board 

.-"{ . 

~Slnce the February meeting. the County staff. wIth the assistance of 
Ic'pal·ofFfclals. has refined its analysis of possible tax duplica

tions existing between the County and municipalities. The results of 
that effort are shown on the attached pages. This report has been 
prepa~ed:to supply municipal representatives wit~ the findings to date 
and, to.·.serve asa final proposal, outlined below. for removing the 
tax.' t"!equ it" es,._ found ~.to exist. . 

·~~·f£ti91"!.a 1 ana.l ys I s has supported t~e· in' t I a 1 . cone I us i on tha t tax 
I 'c:a1::tonwas~JllTltted.to; the service areas of street maIntenance. 

rb-'and:!ilutterwork~{:t"srdewalk repajr~ ~snow removal, street lighting. 
d.,trafflc control •. MunicIpal net expenditures for these services In 
"'72·./~':fr.:om 1cea 1., funds and~a fter the, .. deduc t i on of app I f cab 1e sha red 

.. ues~;!,r:anged~:;ifrOl'l1,.,.~-().:"'. :~to $283.~~~;~/.for a·:.tota 1 of $379.900. 
'. net· expend' tures'"l.t); mIIny cas.~:;.Jn.c.\ude provis Jon 'of a service 
.';comparabl,e to.'that.;,'Of. the County· ... :supplementary levels of 

5er.vtce·.des~red by mun'cipalresi·dents t .:and/or diseconomIes related to 
the ,municJ pa 11 ties' ~~ 1.1er .. !iilze .. ,,- CO~5equently. further adjustmen ts as 
de$crfbe~ tn Appendix'!'on' ~edi6dology~" beyond the deduction of shared 
rEwenues~~must be made·to:determine \:he':extent of actual tax dupl ication .. 

'.' /. ,~;.::·f.-:~,':'" >,,:'J~~/~; /~, . !:..;,., , ',:{., '. 

Sev..e·, -methods.of overcomIr:g ta.x. inequities have be~n explored . 

. On is the assumptIon by the County of servl ce currently


municipalities.·.· Another.is a direct grant from the 
\~!ii'JllII.:I.!JJ.!cipalitieslnan amount'calculated to remove tne inequity.

cas.'!, It should be'pointed out that County legislation 
equlred. in'addltlon to a budget appropriation, before such 

.. be:·,pa i d. 

i~;:i:':re~u·lf.of thl~""C~unty staffi's a~~lYsis. the data presented in 
dtx-.A.t.llustrate the method'ofc:alculatfon and the impact on the 

.. IpalTtles.;:, [he amounts in the./,'I.mp..:~t", columns assume a grant 
h'miJnfclpal,ty of $1.000 or" two':'thirds of net expenditures for 

t';'r:fihlt~d services. the two-thJrds factor bein~ used to recognize 
.. . t.any :grant.would be smaller thani~'thenet expend. tures (except for 
·the.$I,f (lOO,floor) because oJ !!,un.J.c i.pa L"supp 1ementary service or 
'. diseconomIes. '.' ' 

" • ~ .. ,t,,;' , 
: ;j>~,-~ y', 

"'.. ' . 

.,:.. ' 

' .. 

';.t•. 

"<I, 

http:the./,'I.mp
http:i~;:i:':re~u�lf.of
http:Another.is
http:methods.of
http:c:a1::tonwas~JllTltted.to


• • 
... 

proposa 1 is as foll ows: 

:Yhe County will assume at the' beginning of the FY (July 1) 

the performance of any or all of the street-related services 


,consldered in this study upon request ,of the municipality 

. provided the request is made in writing no later than the 

. preceding October 1st;' or ' ; 


,·~{t..~tif~'. ' ':. '{, :" ,j : '. 

THe County wi 11 provi de a di rect grant: of the fol1owtng 

.- _r"ounts"whlchever Is greater: 


i;;'''.j.w~r_:'~_.''''i! .. 
a.,$1.000; or '. . "." 
b. 	"the estimated tax overlap,deflned as two-thirds the amount 

".w~lch a municIpality must raise fran rts own uaxes to 
',providethe e.llg,bleservlces.; .'. ' , .. ',;... "' 

. ," .~~,.~:. ". . . ,," 4", ",' ' 


Calcut'atlonsof the"dlrect grant 'for FY 74 will be made by the 

~CountY,.based';onFY 73 data supplied by the municipalities in 

"a,form,andmanner prescribed ,by ,the County., 

._ ''''':Or " . ." -: t:);:'~ ;,;-, t ' . ". - ":. :' .~.': ' 

order;,.for grants to be' paid,"leglslat:ion will be proposed to the 
nty.Councll for enactment this 9.JlTrner. Subsequent to passage
the,leglslatlon. a supplemental appropriation will be recommended 

. the Coun'ty Executive. The amount and timing of this supplemental 

11;1.~~..nd\~t,r:a pa rt on timely reee i pt from the mun i c I pa lit i e5 of 

tCfill'rOr.year endIng June 30. 1973. Assuming passage of the 

1.appr.opriation. payments would be made to the municipalitIes. 
i:,~~_~:.~:~~.... 

• 
."', 

.' 

• 

• 



I 

,.:;.;;. .~ 
"\"'_t~'... 

... 

, ~- { . ~v;jn Grant $1,000
~I Prepared by Hontga.try County 8udget and· Research Section. 
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Appendix ! 
MONTGOMERY COUNTY MUNfCIPA~ REVENUE PROGRAM 

METHODOLOGY' AND GENERAL'CO':fH£NTS 

'~ '>: :>;', ' ',', .'?-:'-~t:~ ~: '. ::;'-
e:;Fa1'1 ,~f 1972. - County:~Executlv.'_:James P;:,Gleason dIrected the 

lMnnf'l~t"II'I,'•. rY,.,County Budget:-,and Research ..-Sectton,to exam'"., wIth the 
e,::o,fthe -County IS munlc I pa 11 ties:.;, loea1 governm,..nt .ervtces 

- ,I,sca,t',burdens affectIng res i denh": of 'munlctpal ttles ccmp4red
County',cltizens 1Ivlng,'outsr.deJn'corporated areas.::~Thls study 


. ~natedr;~,In,the grt:)wl ng concern~;.Of1, the. part: of, the County Execut tve 

. '. ictpal offictels that munlcipa! residents 'were sufferIng a 


InequltY,by ,b~lng taxed twIce, once by the County and agaln"by 

t I('~mun fe,lpa J:government, but receiving. servIces only once. 


rai:ifng~~~~Hy;~::o~' the FY -1972Sta'te' Fiscal Research Bureau reports

nd otber supplementary InformatIon submitted by the munIcipal Itte~, 


, 5' wel~f..':as, on the' assi stance of ,the County . Dtipartmentsof TransportatIon

,F ,. ce. the ,S.udget. Office ,~asat,emPted over the past several 


,toctar' fy both servlceand'f1,scal sItuatIons currently affectIng

pal reSidents vls-a-vfs, thelr:non-munrclpalcounterparts. The 


. Inatlon:,has focused on four aspects:", a) the deterrnlnat10n of 

fee areas where tax dupl 'cation may exist; b) the calculation 

'estImated overlaps; ~c) the developmento.f, alternattves 
rccmeduplleations and ,d)' thekflscal,'lrnpact. on both the County 

the~mun f~ I pa lit i es. of the Va r I ous a 1 ternat I ves. The methodo logy 
r~aln. genera,l conments on' each of these aspects are outlined 

'In~ support- of the data and conclusions shown In the preceding
tlons'ofthls report. 

"'~:D~i:er~r,;atfon of Service Areas Where Tax Dupllcat10n E);lsts: 

t'=i;:::~illjie!fi>i~ ,of, ~e'rvices~enterecf on "'I dentl,yIng those for whIch
qen.t'Swerepay,ng both to the County and to ,their
lil'c'ut:whlch were being provided only by the municipalities, 

~f~~~~j:4l1~~;our,$':~~~~;,~~:" dU~l I:~~'I on ,;e~I ~te~." The fo11 ow Inq 
• ". r .: .. ', •

'", " . . .. 
• ,'MunIcIpal "General Government"and ·.'Mlscellaneous" activItIes 

",( the latter including insurances and mhcellaneous I terns) were 

.... ,excluded on the grounds that these are a basic requIrement for 

: cl ttzens want ing thel r own specta l' local government. 


" 

~JJ"·~~f't" 
. ,"( 

C,.' 
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Only municipal services which correspond to County General Fund· 
financed serl/ices were ettglble for consideration sInce residents 
of Incorpor.. ··ed areas nel ther,recelve services, from, nor pay 
taxes to. sr~cta' districts such ,as the Suburban District or In 
certain cases, the Recreat,loh Dtstrrct~ . 

, ".', ':',!Iw'""'.' 

Only" municipal services which corie'~pcmd ,to tax-supported County
services were eligible since munlctpalresldents" taxes are not 
used to finance self·supportlng CountY",actlvltles such as 
p:'otectlve Inspections, animal'control'~and refuse collection .. 

Only 'levels of munlclpal"servlce comparable to'that provided by
the County outside incorporated areas would be ellglb!e.
Expenditures for supplementary levels or for aiseconomies rel&te~ 
to the municipalities' smaller size were considered the respon
sibility of·munlcipal residents.' An example is the police service 
provt(jed by severalmuntcipal itieswhichwas considered 
,,,uPD1~en.tary to that supplied by, theCoun~y both:lnsi de and 

outSTde'~local boundarIes," ,'" , ~ 


criteria wer::e applied ,.tnt"e revIew of bo'th municipal and 
services in the sea-:,ch for pon Ib l,e tax overlaps. -, t should 

here that the existence. of., ,sJmUarly-nemed functions In 
"the,' County and a.municlpa.1i'ty.does.not necessarl 'y mean that 
I~atlon exl sts ,or tha,t ,mun:(eJp.all:~r~'~l~ent$~:,recei ve ~o benefl t 
the County service. . Many' Co~nty;;$e"vtces, such ,as envl ro.omenta 1 


tection. regardless of the 10catton',,0'f specific projects. affect 

,the gene~al condition of the County ,an!=t'have"sptl l·over" benefits 

to Il:'corporated areas. Consequent,lypthey .should be supported In part


,by Co"!nty tax revenue from municipal residents. " 

. .. .. ~ I - , 

"Based on ,this analYSiS, tax duplicatfonappeared to exist in the service 

reas of ,street rna Intenance. curb,and;. gutter work. s idewa I k ma j ntenance 

nd:,snow,.:removal,· all of which are included In the Roadways ' 


r'~ppendix a of. this report'."In addition. ,traffic control 
:anl~~"t,:J:E!!"~t· Ii ghti ng'were Involved., <:", " ' ., 

dupl ..cation Wi,S defined t.o mean that amount of local funds that 
clpal t.;ties mUl:otraise from th~ir own resources to provide the 
ty level of servicewlthlnthelr":,bouridarles., To,reach this figure. 

tota ',triun Ic ipa I expend i tures for theser-vices. listed above we!"e 
'ccmpU~d. ,Certai(l deductions "/ere'then.,made. These dedu(;tions 

~re tla~e.d on the fact thatbec::ause~h,ey'are Inexistence, and perform 


, certa In servl ces. lTIun I c I pa 11 t I'es·: are' entltl ed by taw to' rece ive 
c' certain shared ,revenues which otherwise would go to the County. 

(j) 




> :."~ '" : ... " 

• 
" 

...'. These revenues include State-shareigasol Ine '-tax and mutor vehicle 
. ·.. registration revenue and State-shared· racing- revenue, both of which 

are ear-~4rked ror use on street-related services. In additIon, 
. a portion of County-shared Income taxes.-traders· pennlt fees • 

. '.' admission/amusement taxes. a'nd payments In-l teu-of bank shares 
taxes. all of which may be used as munlctpalltles choose. are 
dlstrtbuted to municipalities instead of to the County. The sharing
of these revenues wIth municipalities reduces the funds that must be 
raised from local sources for street-related services. and In effect 
represents a return to municipalities of all or a portion of the 

.~,.:.County taxes their residents pay ror the County level of those 
'; " same "Serv ices. Therefore. to del'" tve the net expendl tures for the 

'···"-·~···".,~rvjces In question, applIcable portions of ear-marked and other 
. shar.ed revenues were subtracted from total expendItures for t~ose 
servh:es •• (In· several case$~'at least In FY 72. negative amounU 

·.. ·.resulted Indicating that shared revenues tnOre than covered municipal 
, expend I tu res with no loc:a 1 funds requ t red) • 

·~~:.:one. other calcula'tlon must be made at this potnt to determfne 
.' ;';~'r: what portIon of the net. expendl tures 'S due to dl seconomles resul tlng
,:'·;:·'·:-'..frOfn the municipalities· smaller size or to the provisIon of 
... supplementary levels or service. This can be found by comparing 

. _~ the total ~xpenditures of a municipality for the services In 
":questt on WI th the estimqted cost to the County of provl ding the 

.. County lev.el of service within that mun1ctpallty.flndlng the· 
., :percentage that the dl fference represents of the munlclpa 11 ty' 5 

"~total street e)Cj:)endl tures. and mul tfplylng that percentage times 
.' ....": ... the net expendi tures •. Thi s w1l1 determine that pore10n of the net 

expenaitures attributable to diseconomies or supplementary service. 
The balance is the amount of overlap resulting fram the provision 

e munlcipa}Jty of the County's level of servJca within Its 
-·""'c)Wta.ttlotJlnCllaries. ''It Is this latter amount which represents the 

deg ee 0 ftax~J n.equ I ty .exlst in9. '. (Note:.. I f a mun lc Ipa Ii ty spends
less than the est,imated cos.t to t~e County of providing the ~ervice, 
the dIfference would resultfram the provlslon ofa 'owe,r-1eve' of 

: service 01'" the same leve1 more efficiently.) 

.- . Th~: :above ca 1cu1at ion s a 5s~ ~he ava ilab11'"ty of accura te. 
'.- comparable data from the County and t""'unfclpalltles. Experience

" has indicated that such InfoC1Mtl.on would be very dIfficult to 

.. come by. Therefore, a factor 0f...two-thrrds W,IS .pp1Jed aga Inst 

"net expendlturesto ,estimate the"munlclpallty's expenditures to 


provide the County level of service. Th~.remainJng one-third Is 
assumed to represent that portion of net expendItures related to 
dlseconomles of scale or supplemental levels of service. These 
calculations notwithstanding, a minimum grant of $1.000 is proposed.
Thh IIfloor" recognizes the efforts made by municipalities and the 
possibllfty- I;hat the fiscal clata available. no matter how accurate, 

.::~~~:: n:..:,:u·.IY describe those efforts. 

.. 

http:InfoC1Mtl.on
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Development of Al ternatives for Overcoming Ex'htlng InequIties 

Several means were explored of reducing or e1 iminattng tax 
duplications' found to exist. One method wou1d be the assumptIon
by the County of services currently provIded by municIpalitIes.

"This would be beneficial to restdents"of -incorporated areas In 
those cases where the County, due,to economies of,scale. could 
provide the service at lower cost. On the other hand, if 
municipal residents want a hIgher level of servtce than 'o'e ..County
normally, provides', they might want to continue supplying .:he 
service themselves. In addltjon~ many of the same men and pteces

,of equipment are used by municipal lti'es to provide servIces which 
~the C6unty provides via the Suburban District Fund, a.g., street 
'.~~leaning and tree care. For municipal ities to request these 

services from the County, they would need to pay the Suburban 
DIstrict tax (8~ in FY 73). • . 

An alternative to County assumption of mun1ctpal servIces Is 

the payment of direct grants to municIpalities in an amount 

calculated to overcome the tax inequ·itles. The calculation of 

the Inequlties is discussed above; the amount of the grants would 
be the same urless adjusted by provtslon of a mInImum or maximum 
1tmt t • ., 
FI sca 1 Impact of Grants 

The fiscal impact on muniCipalities, both the dollar amount and 
the local tax rate equivalent. Is shown on Appendix A for an 
Illustrative p,roposal that would provide a $1,000 floor payment 
or two;'.thirds the net expenditures made for streets. , 

~The totallnipact on the County of the illustrative proposal
'wduld,:be' approx ima te Iy $267,000. 
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Exhibit 2 

2011 Survey on County/Municipal Tax Differentials and Rebates 


County 
Allegany 
Anne Arundel 

Municipal 
Corl!orations 

Y 
Y 

(1) 
Sec. 6-305 

Y 
Y 

(2) 
Sec. 6-306 

N 
N 

Tax 
Differential 

Y 
Y 

Tax 
Rebate 

N 
N 

Baltimore City N N N N N 

Baltimore N Y N N N 

Calvert Y N Y N 

Caroline Y N Y Y N 

Carroll Y N Y N Y 

Cecil Y N Y N Y 

Dorchester Y N Y Y Y 

Frederick Y Y N N Y 

Garrett Y Y N Y Y 

Harford Y Y N Y Y 
Howard N Y N N N 

Kent Y N Y N Y 
Montgomery Y Y N N Y 

Prince George's Y Y N Y Y 
Queen Anne's Y N Y N N 

St. Mary's Y N Y N Y 

Somerset Y N Y N Y 

Talbot N Y Y N 
Washington Y N Y Y N 

Wicomico Y N Y N N 

Worcester Y N Y N N 

Key: Y indicates yes; N indicates no 

Note: (1) Section 6-305 of the Tax-Property Article requires an annual meeting between county and municipality. 
Property tax differentials or rebates are mandated if a municipality provides a service in lieu of similar 
county services. 
(2) Section 6-306 of the Tax-Property Article requires an annual meeting between county and municipality, 
but property tax differentials or rebates are optional. 

Source: Department of Legislative Services 



Article - Tax - Property 

[Previous ] [Next] [Another Article] 

§6-305. 

(a) In this section, "tax setoff' means: 

(1) the difference between the general county property tax rate and the 
property tax rate that is set for assessments of property in a municipal corporation; or 

(2) a payment to a municipal corporation to aid the municipal corporation 
in funding services or programs that are similar to county services or programs. 

(b) This section applies only in: 

(1) Allegany County; 

(2) Anne Arundel County; 

(3) Baltimore County; 

(4) Frederick County; 

(5) Garrett County; 

(6) Harford County; 

(7) Howard County; 

(8) Montgomery County; and 

(9) Prince George's County. 

(c) The governing body of the county shall meet and discuss with the governing 
body of any municipal corporation in the county the county property tax rate to be set for 
assessments of property in the municipal corporation as provided in this section. After 
the meeting if it can be demonstrated that a municipal corporation performs services 
or programs instead of similar county services or programs, the governing body of the 
county shall grant a tax setoff to the municipal corporation. 

(d) Except as provided in subsection (k) of this section, in determining 
the county property tax rate to be set for assessments of property in a municipal 
corporation, the governing body of the county shall consider: 

(1) the services and programs that are performed by the municipal 
corporation instead of similar county services and programs; and 

(2) the extent that the similar services and programs are funded by 
property tax revenues. 

- 1 



(e) The county property tax rate for assessments of property located III a 
municipal corporation is not required to be: 

(1) the same as the rate for property located in other municipal 
corporations in the county; or 

(2) the same as the rate set in a prior year. 

(f) (1) At least 180 days before the date that the annual county budget is 
required to be approved, any municipal corporation in the county that desires that a 
tax setoff be provided shall submit to the county a proposal that states the desired level 
of property tax setoff for the next fiscal year. 

(2) (i) A request submitted under paragraph (1) of this subsection shall 
be accompanied by: 

1. a description of the scope and nature of the services 
or programs provided by the municipal corporation instead of similar services or 
programs provided by the county; and 

2. financial records and other documentation regarding 
municipal revenues and expenditures. 

(ii) The materials submitted under subparagraph (i) of this 
paragraph shall provide sufficient detail for an assessment of the similar services or 
programs. 

(3) Mer receiving a proposal from a municipal corporation requesting 
a tax setoff under this subsection, the governing body of the county shall promptly 
submit to the municipal corporation financial records and other documentation 
regarding county revenues and expenditures. 

(g) (1) At least 90 days before the date that the annual county budget is 
required to be approved, the county and any municipal corporation submitting a tax 
setoff request under subsection (f) of this section shall designate appropriate policy 
and fiscal officers or representatives to meet and discuss the nature of the tax setoff 
request, relevant financial information of the county and municipal corporation, and 
the scope and nature of services provided by both entities. 

(2) A meeting held under paragraph (1) of this subsection may be held by 
the county representatives jointly with representatives from more than one municipal 
corporation. 

(3) (i) The county officers or representatives may request from the 
municipal corporation officers or representatives additional information that may 
reasonably be needed to assess the tax setoff. 

(ii) The municipal corporation officers or representatives shall 
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provide the additional information expeditiously. 

(h) (1) At or before the time the proposed county budget is released to the 
public, the county commissioners, the county executive of a charter county, or the 
county council of a charter county without a county executive shall submit a statement 
of intent to each municipal corporation that has requested a tax setoff. 

(2) The statement of intent shall contain: 

(i) an explanation of the level of the proposed tax setoff; 

(ii) a description of the information or process used to determine the 
level of the proposed tax setoff; and 

(iii) an indication that, before the budget is enacted, appropriate 
officials or representatives of the municipal corporation are entitled to appear before 
the county governing body to discuss or contest the level of the proposed tax setoff. 

(i) Representatives of each municipal corporation in the county requesting a 
tax setoff shall be afforded an opportunity to testify before the county governing body 
during normally scheduled hearings on the county's proposed budget. 

(j) Notwithstanding the provisions of subsections (d), (f), and (g) of this section: 

(1) a county and one or more municipal corporations may enter into an 
agreement setting different terms or timing for negotiations, calculations, or approval 
of a tax setoff; and 

(2) a county may grant a tax setoff to a municipal corporation that does 
not make a request in the fashion described in this section. 

(k) In Frederick County, for the taxable years that begin July 1, 2011, and July 
1,2012, the governing body of Frederick County shall grant a tax setoff to a municipal 
corporation in an amount that: 

(1) is no less than the tax setoff granted to that municipal corporation for 
the preceding taxable year; and 

(2) increases by the same percentage by which the county property tax 
rate exceeds the constant yield tax rate. 

[Previous ] [Next] [Another Article] 
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registered vehicles in the County and that would result in additional money allocated to the 

County. The allocation of HUR to the municipalities for FY 2012 is 0.4%. The allocation of 


i ' HUR for FY 2013 is the same amount as 2012 for both the Counties and the municipalities. 

(3) Property Tax Duplication Portion v. Grant Portion 

The third point of disagreement concerns how the reimbursement for property tax 

duplication should be depicted in the County's budget books. This point of disagreement relates 
to all reimbursement payments and not just road maintenance reimbursement payments. 

County representatives believe that the budget books should reflect that there are two 
parts to the reimbursement payment: (1) a property tax duplication payment that is required by 
State law; and (2) an additional payment that is required by County law and is best described as a 
grant. See Section 4.1 of this report for further discussion ofthis issue. 

The County representatives believe that calculating reimbursement payments based on 
County costs, rather than actual property tax duplication, requires residents who do not live in 
municipalities tp subsidize the municipal services, rather than merely reimbursing municipalities 
for the duplicative property taxes paid by municipal residents (in the road maintenance service 
category as well as all other service categories). The County representatives want the County's 
annual budget documents to reflect that the current payment methodology consists of a tax 
duplication component and a component unrelated to duplicative taxes (i.e., a component that 
would most properly be classified as a grant): The proposal made by County representatives 
would entail calculating the County's cost of providing road maintenance services and then·. 
showing, in the annual budget documents for the tax duplication program, the portion of the cost 
for which the County will provide a property tax duplication payment and the portion of the cost 
that reflects a County grant to the municipalities. 

In response to the County's proposed depiction of the road maintenance payment, the 
municipalities note that County law does not specify the source of the funds for services for 
which payment is being made. Rather, the basis for the road maintenance payment is a cost of 
service methodology. Additionally, the County receives revenues from a variety of sources to 
fund the services it provides. How the County allocates unrestricted revenue sources for its 
budgeting purposes .is a discretionary decision. Because there is no clear cut mechanism to 
determine which County services are funded by property taxes and which are not, any 
characterization of a property tax funded portion of road maintenance services would therefore 
be arbitrary and misleading. For all these reasons, the municipalities believe it is inappropriate 
to break out the road maintenance payment into a "property tax-funded portion" and a "grant
funded portion." 

(4) Debt Service for Capital Projects 

The fourth area of disagreement concerns how capital expenses for roads are calculated. 
The County and municipalities disagree about the method to be used to calculate the actual cost 
of County roads. The current methodology for calculating road maintenance reimbursement 
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established minimum level, the PPT is reduced as officers spend more of tlIeir shift addressing 
calls for service; customer service to the residents calling 911 is not affected. 

Within this staffing model, the existence of the municipal police departments cannot be 
and is not considered. MCPD does not control the staffmg of its allied agencies (e.g., municipal 
police departments). To consider their complement· of officers in the model would allow 
understaffing to occur if policies, procedures, or deployment priorities changed at the municipal 
level. 

MCPD reviewed the data provided by Chief King regarding staffing levels in the 6th 

District' and concluded that the district was not understaffed (see Appendix 30). MCPD 
understands that it would experience an increased workload if the municipal police departments 
stopped providing flIst responder services, and that the increased workload could lead to 
increased response times. Nonetheless, MCPD maintains a comparable level of resources in all 
Districts, including those with municipalities, and plans to do so in the future. 

~* 

The County members noted that CheVy Chase Village, Gaithersburg, and Rockville are 
different from Takoma Park, which has had a unique arrangement with MCPD for many 
decades. If Chevy Chase Village, Gaithersburg, and Rockville assumed sole responsibility for 
their police services like Takoma Park has done, the County would compensate them for those 
services that the County would no longer provide. However, until the municipalities take that 
step, the County members believe that no tax duplication payment is justified. The County 
members believe that the law governing tax duplication does not authorize payment for police 
service~ to those jurisdictions, and payments beyond those authorized under the tax duplication 
program would constitute a subsidy ofmunicipal services by other County taxpayers. 

The municipalities stressed that the MCPD would experience an increased workload if 
the municipal police departments stopped providing first responder services, which would likely 
lead to slower response times .• In light of this, the services provided by the police departments of 
Rockville, Gaithersburg, and Chevy Chase Village directly benefit County residents for which 
the municipal representatives believe they should receive some type of financial benefit from the 
County. 

Given the impediment posed by the current provisions of §30A-2 of the County Code in 
providing a tax duplication payment to Rockville, Gaithersburg, and the Village of Chevy Chase, 
the municipal representatives requested that the County Executive consider an operating subsidy 
or some other means to support the activities of these municipalities' police services. Such a 
subsidy was within the scope of the Task Force, which was broader than tax duplication 
payments. The municipal representatives were disappointed that their request was not considered 
by the County as part of the group'swork. 

The County representatives felt that further consideration of a grant to Gaithersburg, 
Rockville, and Chevy Chase Village for police services was inappropriate because it would 
require all County residents to subsidize municipal police services. 

, I 
" I, 

Ii! 
I 
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Appendix 8: County Attorney Advice on Legal Requirements 

·1 

I . I 

omCE OF TIlE COUNTY ATTORNEY 

AMeNDED MEMORANDUM: 

CONFIDENTIAL CLIENT COMMUNICAnON 

TO: Kathleen Boucher' 
. A.ssi.stant ChiefAdnrlnistrative Offi~ 

Offices ofthe County Executive 

Karen Fedmnan-Hcmy, Chief 
Di:v:isi.0ll. ofFiaancc and Procun::ml:llt 

FROM: Scott R. FOllCatIIlon ~ 
Associate County A~ 

DATE: lulyi,2008 

RB: County's obligation for municipal mvcm.ue reimbmseriJ.C:nt for municipal police 
department servi~witbb1~Col;lll.ty 

This memorandum amends the previous mealOmlldmn dated J1lll; 6, 2008, on this issue. 
I was asked to add a'~ to Chevy Chase Village to the memOl1ll1dum.. 

Im!! 

You haV![I asked this office to give you a written opinion on whether Montgomery County 
is :required to .reimburse municipalities that have a municipal police fon;e under County law or 
~ a tax setoff to those Ill1lIlicipalities under state law. . . 

Annv..er 

For ~ reasoI1S stated below, MOIitgomery County is not required to :re.imbmse a 
munici:palitY that bas a Ill1lIlicipal police force or to grant a tax setoff where Montgomery County 
also provides police department sc:mces :In the nmnicipaJity. . 

101 ~ Stn:et, Roclr;ville, MaryIaII.;! 208SMs80 

~ m..Gl9S TID (240) m·2S45 • FAX (240) m.67OS Oscott.ftmc:axmOll@mOll!go=Yc0\Illtymd..gov 


/ 
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Kathleen Boucher 

July 1,2008 
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f.i!ds 

In January of2oo7, the Motrtgom('lIy County Executive, Isi.ah Leggett, requeSted the 
formation ofamunicipal IeVeDl.le sbatlng task foree crask FarCe).As a!esuIt ofthis l'eqI,leSt, the 
Task: Force; COIiSistiDg ofboth Co\IQty and municipal representatives, was funned to discuss t;Dc 
duplication and:revenue sharing islll1e$ betWeen the Col,IIlty and the munic:ipalitie$ located within 
the County. During the wmse ofQUC'lIlisiOIiS among the County ~tives on the Task: 
For<:(: an the issue of:revermesbaring with muniCipalitic,es that had a munic!P,al :poliee force, the 
question arQse as 10 whether the' County was legally obli~ to make a tax duplication paym=nt 
or to graIl! a tax sl!to:fflo the City ofRockville, the City orGaithc:r:sburg, or Chevy Chase Village 
1II1der,existing COlmty or State law fur the wst oftheir mUllicipal police $eIVices. I was advised 
that the County provi~ police services and 90Verlige maU tine dlstricts where these 
municipalities are loc:a.ted. as ifthe mtmiclpal police departments did ru:rt cocist and that County 
Police Offi~ are dispatched 10 calls in all three municipalities. In addition. the County 
provides other law enforcement services to all ofthcsc municipalities includiIlg, but not limited 
10, police recruit traiD:itm at the County ttafn:ing acadezny, qamputc:tiz;d dispat¢h. CIlle:tge:nQy 
~t~ coverage, 911 ~OpC@ti.OIIlI; crime SCX'lIie and ~c specialist, ~ lab 
services and special investigation divisiops. IIi lipt ofthe :61ct tb.at the Co'!Ulty provides police 
services in these municipalities, the qucstipn was asked whetbet. based on the language ofthe 
County Code and the State Code, th~CoUlltyis legally ~ to make any ~UI'S~ to 
t¥ municipalities for the pollee depa:rt!lle!lt services provided by these municipalities. ' 

LsWlb.tive H:istm ofTn DJiPlication :e!l'!ll!!itll 

Since the 1950's there have been stat¢wide, disCllSQons about State and local1egis1ation 
to create tax duplication payments by Counties to municipalities. In 1972 the County CoUllCil 
COI!llllissioned a stll(ly to ~e the service areas where tax dupliC!l1ion might exist. calculate 
the est:imaied overlap; develop ~ to OV\!rcOme dttplication and to det~e thr; fiscal 
impact on ho1h the County and the municipalities. This llIPort c;onel.uded, sntong other things. 
tb.at tax duplication was limited p:ciJ:narily 1:0 stteet ~ In 1913 Montgomery <::oum:y 
enacted Chap!:et 30A of theMolttgomery County COde tbat ~lished a "program to reimbvrse 
municipalitles ... for those public services provided bymunicipalities which would otherwise be 
provided by the County p=erlt." This code ~on has remained UllChanged since 1973. 

In1977 the Ccn;mty Counl;il established ajoinfTask Force on County..Municipal 
F~R.e1ationsbips to examine the formula used to provide paym=nts to the municipalities. 
Th.e Task Force :cqx>rt revised the formllla for municipal rebates and the County Counei1 
established a n~ procedure for reimbursem=nt to the municipalities by resolution dated October 
17, 1978. A similar task force was appointed by the COtmty COlIIlcil in 1981 and ~gain inI995 to 
study and ~ tax duplication issues and to report their findings to the Council One ofthe 
~ ofthe 1995 Task Force COI1Cluded that "Munic;;ipal police services provided were 
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detcmrined to be su.pPl.c!nentaJ. ~gno reimbursement" .. 

Me:lnwhUe in 1975 the State p!lSSei! tax dupliGation let:islation that is now codi.fiod in ..Section 6.30S ofthe Tax.Property Article, An:tIotIted Code of~ The original teXt ofthe 

law applied to ¥mttgomery Couitty I1I1d was pc::rmissive. In 1985 the State revised the law and 
 .. 
made it lIllI!Idatorytbat the Colllity grant a "Tax Setoff" to IliUIlicipalitl.es to "aid the:ro.unicipal 
ccnporatiOtl. in fUnding services or programs that are similar to county services or programs." @II 
TP§6.305(a)(2). Under State law the CoWl.o/~~ to consider '<the services and. programs 
that a.re perform.ed by the IIlUlricipal ~oration iDstea4 ofsimilar colm"ty services and. tP 
P!XIgrams;... " TP§6-305( d)(l). .. 

, Further details of the Iegislatlve history lIPPear in amemota:l:!dum dated August ~O, 2002, 

••
@II

from this 0£1icc: to the Director, O:!'lke ofMa:nagmte!l:t 8lld ~ The mem~ is 

attlIChed fur yot!I'refctl::llce. 


St!.tutpry,IPstruction andJ!!ter;pretmon 


The ~l1ate CQttt'tli in the State ofMatyJand have l'ePeatedly expllUncd that the goal of 
statutory construction is to discern and effectuate the legislatm:e;$ inwnt. The MaIyIand Court of @ 
Special Appeals ~ed these niles inMarylfmd,.Natio1l41 Capjta1 Park Q!Id flanning 

•
@Commission v. State Depart .• 110 Mil. App.677, 688, 618 AU 601. 601 (1996): ' 

Ever 1l:Iindfill. ofour tJ.esin! to ~ and e:ffectuatc the Gei:I.eral 
Assembly's:intent, Oaks. v. Connors, 339 Md. 24, 3$, 660 AU 423 

•• 
•• 

@
(1965), ~~the~ ofthe =actmcnt and give to the 
langu.age its natural and ordinaty import. Mrmtgomery County v. 
1Juc/r:mq;n, 333 Md. 516, S23, 636 AU228 (1994). If the language 
is phdn and free from ambf.g\1ity and expresses a definite and 
IIc:lI11riblc m~ we will, otdinarily, end. olIi'inquiry. ld. We ar(! 

not, however, rigidlybound to the~ ofthci"plain mea:ni:ng" 
rule. Depanm~ ofGen. &Tva. v. Harmans Msoes. Ltd. 
Partnership, 98 Mil. App. S35, 545, 633 A2d 939 (1993)., Where 
the Gc:ner:al Assemblyhl!S cbosen not to ~ a term used in a ~ statute, we will give that tenn its orclinaty and na.tttral meaning 8lld 

will not ~ort to the subtle Qr forced i:u1:etpretlltions for the purpose of @ 

elrtending or 1imi~ the operation ofthe sta.tttte. Brawn v. State, 

285 Md. 469, 474,403 A2d 788 (1979). Fmth¢rmo:te. We I 

exan:rine the entire stat\Itory sclu:me IIIi.d consi~ the pmposi:: 

behind the pll1:l:i.cular statute before us. Departmtmt ofPublic I 

Safety v. Huward, 339'Md. 357,369, 663 AU 74 (1995). 

Cognizant that the languas; ofthe statute is the fotmdatton from 
 •

fwbil,ili. our inquiry COI!:IIliences, We also review legislative history 

•
f 

f 
f 
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and the prior state ofla.w, !!lid contemplate the particular evil. 
abllSc, or defect that .the General A$iemhly wished. to remedy with 
the enaCtment bfthe $b!,tute at issue. Lemley v. Lemky. 102 
Md. App. ~66, 290, 649 A.2411l9 (1994). Moreover, the 
~on ofrelaU:ti statutes 1$ not beyond our reaoh. GEICO 11. 

Insurance Comm'r, 332 Md. 124. 132, 630 A.24 713 (1993). 

To IjScertaitithe legislati.ve intent, the C<rort examines "the language ofthe enactment md 
gives that ~ge its natural and o:rdiIuuy mearrin~" Montgomery Cour1ty v. Buckman, 333 
Md. 5l6} 523, 636 A.id 448, 452 (1994). Where n.o ambiguity erlsts. no furt:1::!.m':review is 
needed. Md where a specific defioitioll does not ~car in thc statute, the court will apply the 
ordinaryandnaturaI meaniDg of.th~ word. Bruwn v. State, 2aS Md. 469, 474, 403.A.2d 78S, 791 
'(1979).' In applying statutory eonst!:'UctiOI1 principles, 'the appellate court may re.fi:r to dict:iOllBtY 
c;l.efinitions IIIld common usage. Iii. ~~o !Jens07l.lI. State, 389 Mel.-615, 634-635, 887 A..2d 
525, 536 (2005); Board ofLice!zse Commissiornfrsfor Prince GeQrge's CouT!t)' 11. Global 
Exprus, 168 Md. App. 339,348, 896 A.2d 432, 437.(2006). o&n the ~ statutory ~eme 

, 	becomes relevant to consider the puzpose behind ·the statute. Comptroller v. Phillips, 384 Md. 

583, 591, (2005). 


In this ClIlIe berth the State and the Countyhave enacted laws :reIati:ng to the same topic. 
reimbursanent of ftmds to municipall.t:i.es for duplication of SeMce$. Whcp. ~g s.iI:riilar 
statutes adopted by State and local govet!llllents it is iI:nportaDt to consider whether a cxmfIict 
between the two laws exists and, ifso, the eff~of~~ The Maryland Co\lrtS havc 
~ognized the ~t power ofthe S1l$:: and a political subdivi$i.on to cuact laws regulat!n.g 
the same topic, proviliing 'I:I:u:re is no ~cmci1ab~ ~«?1: between the two md the State hilS not 
chosen to ptcen:lpt the entire fi~d. }Jaltimcre v. SitnicA; 2S4 Md. 303 (1969). Generally,'a local 
law is "preemptedby conflict wbep. itprolnDtts an activity which is intended to be permittedby 
St!Ite law, Qt permits an activity which is intended to be prOln'bited by State law." Coolmanfur 
Opqn. Do~ v. A1lnapolis Lodge Nr;. 622 BeiLew;JIertt and Prot~ 0nJera ofEllc:r, 333 Md. 359 
~~. ' 	 . 

~ the State lcgi.slaturepsssc;::l ~~, itisprestlI!led to have knowledge a/its prior 
e.t\aCtments, State 11. BriJr;er, 321 Mel. 116 (1990). as wen as all other relevant enactolents. Cicoria 
v. State, 332 Md. :2 (1993), and to haY; knowledge ofappellate Comt inteqnetations. State v. 
Sowell. 353 Mel. 719 (1999). 

Principles ofstatutory ¢OI1SItUction. also :reqUire that when. COll$tIUing statutes that relate 
to the same topic; "those statutes m1lSt be n:ad together, interpreted with n;:fercnce to one mother, 
and J:uqm~ to the extent possible, bodl. with each other and with other provisiops ofthe 

. 	statutpry-$b.C!Ile; neither statute should be read to ':render the other, or any portion ofit, 
memingl~ SUIPlus~, supedltIQUS, or Ilt18iltory." Gr;icc 11•.Insuran~ Commissioner, 332 Md. 

. i 
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124 (1993).' In the event thl:re is a conflict and. the corIfliot {;:3IlDOt be hannonized or 1."eCQnciled, Pthe supeciOJ! authority, in 1hls case the State law, will prn1I.il. C#y ofBa.l#more v. Sitnick, supra. 
p 

D:iJcmssioll p 
A.' To quaUry for ~ duplication paymeJlts under County Law, the .ern" must r 

not actcJally be provided by the County iD, the IiiUDiclpaUty. p 
Section 30A-2 ofthe MOI1tsOmety Cottttty Code lists four conditions that must be ~ to ...qualify ;fer tax d11pl:ication payments: .

1. 	 The nnmicipality p.tovides the scrmes to its reSidents and taxpayers; p 
2. 	 The service would be provided. by the Caumyifit were not provided by 


the mt.ltIicipality; . 
 .. 
3. 	 The servioe is not ~ provided bytb.e County within the ..municipality; am ., 
4. 	 The C01IIpltt8ble County ~~ froW. tax,mteQnes derived ~ p~y:fi:vmtaxpa~ in the participating municipality. , 

Condition 3 zequ:ires that the service provided by the munid:pality is "not actually 
provided bythe Co1lllj:y within the II1ttnicipaJity." S~ 30A...2, Mbntgmttcry CQWty Code. p 
The wont "'acttIa11y" is not othCfWise definec;l in this Section or clsew~ in the Code, $0 the 
atdinary ~ 1lI!1url!l meaning afthe word will be applied.. The word "~y" is defin¢ in .. p 

WebstQr's New Collegiate Dil;l:ionaty, 15041 AlmivmatYEdition. 1981 as "in ~ and in fact;. 
~y. 'at the present mmncnt. inpQint offact, in truth."(p.1Z) The arcJinlny and natur.il meaning fill 
ofthe wont '''actttally'' in the contl!lltt: ofSec;:tion. 30A"'Z(3). plainly and cl~y states that in otde:r p
to qIlaI.!f.y fOr reimbmse:m.ep:t, thc'COlDl1y does not really or inpoint ofmet provide the set'Vices. 
As described above, the Co1Dlty does in poi:Dt off!u:t a:Qd actuSlly proVide police services inboth @II 
Rockvi1leand Gaithersbtug. This ~on is suppQrted. by the plain ~ge ofSection. 
30A.2(2) as wen. which States the service "would be PfOYid.ed by the County ifit w~ not p 
providec;l by the m1lliicipality," again suggesting that only 1II1d.ct those cirotrmstances wh~ the pCounty doe$ not prQ~ the setvice is the County required to l'1:rlmbu:rsc the mllIliei:pality. The 
pWn I.anguage ofthis section. III!d the 1ll!tm1llllIlQ. ordinary meaning ofthe ward "1!C1llally" 
clcat1y indicate that" ifthe County is proviiling poli~ services within the mmllcipality, then the P 

, County is nliJt n:quired to reimbutSC the mlillicipality. 
i f!J 

, :0. '. i To quaUfy for .. tax setoff IUlder TP§6-3OS, the JnUnicipaJity 1nust perform p
services and programs in pmee of sillIilat services md progra.m., performed by the County. 

@I 	 . 
@

! 
I 
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,I 
In ortler to qualify for a taX setoff or payment to a lll1IIIicfpallty, TP§6-305(c) requires a 

muni~ality to ~ that the III1lUicfpality ''performs services or programs instead of 
similar County services or programs." The \'Ionls "instead" or "instead of' a:re.not otherwise 
defined in this section or elsewhere in the Code, so the ordinary and natDtal m~ of the 
words will be applied. The word .~. is defined as "l.anstibstitme or eqll$:val.ent; 2. as 
an altemative to somctlring ~ed or implied." .Anc:l the phtwre ~ of' is also defined as 
"a substitut!:: for or alt:etnative to." Webster's.N\lW Collegiate DictiQrult'y, IS0th Amrlve!:sar:y 
Editign, 1981. (p. 593) , . 

l'h:t;:0Idinary and naim'al definition oftb.ese words in the COIttcxt of. the stahrte states that. 
unless the mnmcipal se:rv1.¢e or progtallls are in place ofat a stibstitlne for similar County 
services ?I ~~ the municipality dOllS not qualify for a taX setoffor otlwt payment. In this 

. case, ~e the County continlleS to provide a variety ofpoli~ serviCC$ Within these 
~cipalities, the County is not reqtdred to provide a tax setoff: The plain laDgQ.age ofthe . 
scct1gn, to~with the ordimJ:ry and natnra1 defuilil.ons ofthe word$, li:mits the payment by the 
ComIty to onlytbose situations where no County services are provided witbin the lll1IIIicipality. 
Because the language is not atDbiguOll$, tin'1:ber revieW or analysis is not requited. 

c., the State law I!lld CountY i.aw concerning tax duplication payments ate not 
in conflict regarding the recpdrement to make payment. 

Afu:r review oftbe ~ent ofthe Cottnty law that the CoUIl1y i10t "act1ially'" 
provides sc:ivIce and the requirement ofState law that the munic!Pality provide the service 
"iDstead of; the County. it is my opillion that these ~visions are similar and hatmonious with 
eacl1 other lind d0 DDt present II. conflil;t that requires o~ to ba~ prlotity over the other. Both 
~c:nts plainly sI:\lte that 1he ~urs=ent or tax setoff is only required if the County 
Qoesnot provide the sc:tVice within the 1I1unicipalities. The faats !ndicaw that the County is 
providing wlice setVices t? Gaitbctiburg, Rot;:kville and Chevy Chase Village. 

Concbmon 

Consistent with the statutory QaIiSi:ruction principles that reqg:ire the State and CoUnty 
laws to be read in h:m:nonywhcm;vet posSlbl~, both ofthcsc laws require tblrt the re:imbtm;cment 
or tax sett;)ftis appropriate ably where the County does not provide any poliCe services within the 
1lIll:Ilicipality. The:facts indicate that the CoUIlty provld.cs police servicc::s to all three ofthese 
municipalities. ~ore, under both the County law and the StlIW law, the County is not legally 
obligated ui reimbtU'Se the municipalities for those police services. 
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Montgomery County Code 

Chapter 30A. Montgomery County Municipal Revenue 
Program. [Note] 

§ 30A-1. Established. 

§ 30A-2. Qualification of municipal public services for county reimbursement. 

§ 30A-3. Determination of amount of reimbursement. 

§ 30A-4. Limitations on expenditures. 

§ 30A-S. Application to participate in program. 

§ 30A-6. County tax rate in certain municipalities. 

Sec. 30A-1. Established. 

There is hereby established a program to reimburse municipalities within the county for those public 
services provided by the municipalities which would otherwise be provided by the county government. 
(1974 L.M.C., ch. 7, § 1.) 

Editor's note--See County Attorney Opinion dated 8/30102 comparing State property tax 
duplication law and County municipal revenue sharing laws. 

Sec. 30A-2. Qualification of municipal public services for county reimbursement. 

Municipal public services shall qualify for county reimbursement if the following conditions are met: 
(1) The municipality provides the service to its residents and taxpayers, (2) the service would be 
provided by the county if it were not provided by the municipality, (3) the service is not actually 
provided by the county within the municipality and (4) the comparable county service is funded from tax 
revenues derived partially from taxpayers in the participating municipality. (1974 L.M.C., ch. 7, § 1.) 

Sec. 30A-3. Determination of amount of reimbursement. 

Subject to the provisions of section 30A-4, each participating municipality shall be reimbursed by an 
amount determined by the county executive to approximate the amount of municipal tax revenues 
required to fund the eligible services. The amount of reimbursement shall be limited to the amount the 
county executive estimates the county would expend if it were providing the services. (1974 L.M.C., ch. 
7, § 1.) 
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Sec. 30A-4. Limitations on expenditures. 

All expenditures by the county under the authority of this chapter shall be subject to the limits of the 
funds appropriated by the county council. (1974 L.M.C., ch. 7, § 1.) 

Sec. 30A-S. Application to participate in program. 

Any municipality within the county which desires to participate in the county municipal revenue 
program shall submit not later than November 15 of each year to the county an application which shall 
be in such form and contain such information as may be required by the county executive. (1974 
L.M.C., ch. 7, § 1.) 

Sec. 30A-6. County tax rate in certain municipalities. 

(a) Reduced tax rate. Pursuant to section 6-305 of the Tax-Property Article, Annotated Code of 
Maryland, before June 30 the county council may set for the coming taxable year a general county 
property tax rate on assessments of properties in any municipality at a rate that is less than the general 
county tax rate on assessments of properties in parts of the county outside of the municipality if the 
municipality: 

(1) Lies partly in Montgomery County and partly in another county; 

(2) Performs fire and rescue services in whole or in part in lieu of the county performing those 
services; and 

(3) The conditions in subsection (d) are met. 

(b) Performance ofservices. The municipality may perform fire and rescue services by actually 
providing the services or by paying for all or part of the costs and expenses of fire and rescue services. 

(c) Amount oftax rate. The general County property tax rate on assessments of properties in the 
municipality must be less than the general County property tax rate on assessments outside of the 
municipality by the amount of the tax rate established for the Fire Tax District for the same taxable year. 

(d) Conditions for reduced rate. The municipality, on or before June 15, must present satisfactory 
written evidence to the County Council demonstrating that the municipality for the coming taxable year: 

(1 ) Has levied a general municipal property tax on all assessments of properties in the 
municipality equal to the tax rate proposed to be set for the Fire Tax District for the coming taxable 
year; and 

(2) Will collect and remit to Montgomery County the full amount of taxes imposed on 
assessments ofproperties in the municipality under paragraph (d)(1) in partial payment of the costs and 
expenses of providing fire and rescue services in the municipality._ 

;::~ 
(e) Allocation offunds. Taxes received from the municipality must be allocated by the County as ® 
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follows: 

(1) Taxes on assessments ofproperties in the Montgomery County section of the municipality 
will be placed in the General Fund. 

(2) Taxes on assessments of properties in the other county's section of the municipality will be 
placed in the Fire Tax District Fund. (1986 L.M.C., ch. 59, § 1; 1992 L.M.C., ch. 8, § 1.) 

Editor's note-1992 L.M.C., ch. 8, amending § 30A-6, became effective July 1, 1993. 

Notes 

[Note] *Cross reference-Urban renewal grants or loans to municipalities, § 56-21 et seq. 
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