GO Committee #3
May 12, 2016
Worksession

MEMORANDUM
May 10, 2016
TO: Government Operations and Fiscal Policy Committee
FROM: Jacob Sesker, Senior Legislative Analyst \50/

SUBJECT: FY17 Operating Budget: NDA -- Municipal Tax Duplication

GO Committee (3-0) Recommendation: Approve the NDA-Municipal Tax Duplication
Staff recommendation (conditional): Approve Technical Adjustment ($131,669)

Overview

This packet contains analysis related to the FY 17 Operating Budget for the NDA — Municipal
Tax Duplication. This NDA was reviewed by the Committee on April 25, 2016. At that time, the
Committee recommended approval (3-0) of the recommended budget. Subsequent to the worksession,
the Town of Chevy Chase requested a technical adjustment to the budget of this NDA. That technical
adjustment is the limited purpose of this worksession.

Technical Adjustment

Todd Hoffman, Town Manager of Chevy Chase, indicated that the Town Council would decide
whether to levy a property tax at its meeting on May 11, 2016. Property tax duplication cannot occur
unless a jurisdiction levies a property tax. As such, the Town of Chevy Chase would not be eligible to
receive a tax duplication payment in FY17 unless it levies a property tax. If the Town does levy a
property tax, it would be eligible for reimbursement of $131,669.

"Montgomery County (Chapter 30A) and Maryland law (Tax Property 6-305) both require that
municipal governments provide notice to County government regarding their intent to seek
reimbursement for eligible services. See 304, © 20; TP 6-305, © 21. The Town of Chevy Chase did
not comply with either of these requirements. OMB has confirmed that as a matter of administrative
practice, the County does not require any municipality to comply with the notice requirements.
Council staff’s position is that it would not be equitable to deny the Town of Chevy Chase a tax
duplication payment on the basis of a legal requirement that is not enforced as a matter of current
practice.



Council staff recommendation: If the Town Council levies a property tax, Council staff will 1
recommend approval of a technical adjustment in the amount of $131,669 for this budget. |

NDA-Municipal Tax Duplication (from April 25, 2016 packet)

The Executive requests $8,305,696 in FY17, an increase of $421,512 when compared to the
FY16 Approved Budget amount of $7,884,184. Of that increase, $40,929 is attributable to speed
camera revenue, with the remaining $380,583 resulting from an increase in property tax
duplication. The factor driving that increase is the County’s increased expenditure on reimbursable
transportation expenses—expenditures for other reimbursable services increased only modestly. See
Municipal Tax Duplication NDA Budget, © 30-31. Overall, the budget includes the following
components: speed camera revenue ($268,930); property tax duplication ($5,506,242); and additional
County grants ($2,530,524). Almost all of the grants (99.9%) accrue to the benefit of Takoma Park, and
more than 80% of the grants to Takoma Park relate to the police services reimbursement arrangement
between Takoma Park and Montgomery County.

The County Executive used an approach that is conceptually similar to the one used for the last
few years, while also incorporating Council changes to the FY16 budget. There were two changes in the
FY17 recommended when compared to the FY16 recommended budget:

1. The first change in FY16 was to properly reflect the “parks maintenance” reimbursement
formula. Implementing these FY16 Council changes resulted in a shift of some FY17
appropriation from the “additional county grant” column to the “tax duplication” column for
Friendship Heights, Kensington, Section 3 of the Village of Chevy Chase, and Takoma Park
(the four municipalities eligible for parks maintenance reimbursement).

2. The second change in FY16 was to properly reflect the tax duplication payment made to
Takoma Park for police services that is made pursuant to a different section of law and in a
separate budget account (Takoma Park Police Rebate, above). Implementing this change
resulted in a shift (more than $500,000) from the tax duplication column to the grant column
but did not affect the bottom line appropriation for Takoma Park in either NDA.

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. 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 their municipality—this is the
duplicated tax portion. In 1973, County Executive Gleason proposed creating a new program to “return
annually to each municipality an amount equal to the estimated duplicated taxes paid by its residents for
eligible services.” See Gleason Memorandum & Technical Appendices, © 1.

Beginning with the adoption of the original legislation in 1973, the County has made tax
duplication payments each year to municipalities to achieve tax fairness between municipal and non-
municipal taxpayers. Currently, the County’s tax duplication payments are made pursuant to a policy
resolution adopted in 1996. Under that resolution, reimbursable services generally are reimbursed based



on the percentage of County expenditures that are paid for with property tax revenues. See Resolution
13-650, © 10.

In the past five years, the County Executive’s March budget has included a separate column in
the budget for the “additional County grant”. This column represents the portion of the total payment to
each municipality that is greater than the tax duplication amount, i.e., reimbursement for that portion of
the cost of service that is funded by non-duplicated taxes such as the income tax, which is a shared
revenue source under State law rather than a duplicated tax. The County views this portion of the
payment as a discretionary grant to municipalities that is not required by law or by implementing
resolution (although, as noted above, the lion’s share of the additional grant relates to a police services
agreement between Takoma Park and Montgomery County).

Municipalities, on the other hand, have generally viewed this “grant” amount as an entitlement,
and instead advocate for a system through which they would be reimbursed for the full cost of eligible
services. For example, in an October 2013 letter, the Montgomery County Chapter of the Maryland
Municipal League advocated for the “full cost of service methodology provided for in current County
law”, under which municipalities would be “fairly reimbursed for services that would otherwise be
provided by the County, with the reimbursement amount reflecting the savings realized by the County.”

Council Legislative Attorney Josh Hamlin, in a 2014 memorandum, disagreed that the full cost
of service methodology is what is “provided for in current County law.” See Hamlin Memo, © 13. Mr.
Hamlin reviews not only the legislative history but also the subsequent history of the program’s
implementation and reached the following conclusion: “In consideration of the legislative history of
Chapter 304 and the implementing resolutions adopted by the County Council, and viewed in relation
to the State law concerning income tax distribution and property tax duplication, the calculation of
the reimbursement to municipalities based on the County’s actual, net property tax funded
expenditures for eligible services is proper and consistent with the law’s intent.”

The reimbursement method established under Resolution 13-650 (net County property tax
funded savings approach) addresses the double taxation problem that can result when two governments
can each charge a duplicated tax to pay for a service that only one government provides, without
creating a double burden on the income tax. In contrast, reimbursing municipalities for the “full cost of
service savings” would in essence create a double burden on the County’s income tax revenue. This
double burden would arise because the services in the County’s tax supported general fund (such as
education, libraries, and police) are funded in part with income tax revenue. Under Maryland Tax —
General Article §2-607, municipalities receive a 17% share of County income tax attributable to
municipal taxpayers. Revenue in the County’s General Fund consists of not only County property tax
revenue, but also 100% of the County income tax of non-municipal taxpayers and 83% of the County
income tax of municipal taxpayers. With respect to the income tax, there is no duplication because the
17% share is part of—rather than in addition to—the full 100% County income tax.

The tables at © 18-19 illustrate the double burden on income tax revenue generated by non-
municipal taxpayers. Using, as an example, FY13 expenditures by the Montgomery County
Government Tax Supported General Fund (which include libraries, police, community development,
etc.), the tables illustrate that the per capita cost to non-municipal taxpayers is $1,026, while the per
capita cost to municipal taxpayers is $930. Put differently, municipal taxpayers receive a discount on



services funded by the County’s General Fund relative to non-municipal taxpayers (paying
approximately 92¢ per $1 of service expenditure).! See Tables, © 18-19.

Working Group

A working group comprised of six members worked with Council Staff during FY15 to gather
information and provide feedback regarding policy alternatives. The dialogue between those attending
the meetings was open and transparent. The six members included three citizen members and three
members representing the local chapter of the Maryland Municipal League: Joan Fidler (Taxpayers
League), Cleo Tavani (resident of Friendship Heights), Dan Wilhelm (resident of unincorporated
Colesville), Suzanne Ludlow (City Manager of Takoma Park), Marnie Shaul (Councilmember, Town of
Somerset), and Barb Matthews (then City Manager of Rockville).

Ms. Ludlow led a small group comprised of representatives from municipalities that provide
police services, to determine if those municipalities could agree on a proposal for reimbursement for all
municipalities that provide police services. To date, that sub-group has not submitted a proposal to the
County.

Attachments: © 1  Gleason Memo & Technical Appendix
© 10 Resolution 13-650
© 13 Hamlin Memo
© 18 Tables-Municipal Income Tax Subsidy Calculations
©20 30A
© 21 Maryland Tax-Property 6-305(f)
© 22 Letter from Al Lang to GO Committee members
© 30 Municipal Tax Duplication NDA Budget

F:\Seskerproject files\FY17 OBWFY17 OB GO NDAs\FY17 OB MTD NDA.doc

! The calculation is $1-($1x47.3%x17%) = $0.92.
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Officg' Of Ghe County Executive

- MEMORANDUM

Date May 25, 1973

County Cdure}

James,ﬂ,ﬂ&%aason, County Executive

.éSyﬁjecté@Lﬁon omery County Municipal Revenue Program

-

Over the past year, | have explored with the*Municipal Advisory
-~ Board possible Inequities existing in the taxes pald 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
. receliving these services only .from the municipality.

.} 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. The approximate impact in FY 74 on municipalities
y 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.

ovestablish this new inftiative in intergovernmental relations,

“new ledislation must be added to the Montgomery County Code. My
"proposed legislation, attached herewith, would establish the

b pro?(am; provide that the County, subject to budgetary constraints,
-shall.reimburse muncipalicias for duplicated taxes paid by their
residents; and set forth criteria for determining aliglble services.
‘No law'exists at present to enable the County to begin such a

- program, - c R

While | am not proposing this as emergency legislation, | 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 Council,
‘?f;.?an 2& ?c¥?d upon and payments can be made to the municipalities
> In the fall, :

¥,




SUMMARY .
MONTGOHERY CGUNTV MUNICIPAL REVENUE PROGRAM
May 29. 1973

'PROJECT BACKGROUND

e Have attempted to identify services for which municipal “resi ‘ nt-
may be payling twlce;

‘@ ~Have focused on street-related services:

e . -Proposal ready for Council action.

' PROPOSALY FOR® Fy™'al, <7
. @ Grant to municipallities, whichever is grcatcr:

" m §1,000, or Lo i
AR | Two-thirds the amount the munfclpality must ralse from Its
. own taxes to provide the ellgible services.

P in future yz2ars, Countv will take over performince of services
~upon municipality's request by Octobar | of preceding FY;
Grant: requires leglslation and supplemental appropriation.

. ScHEDULE .
. May submission of legislation to County Council,

: Council deliberations, enactment,

e A’L

Aug.us‘:t - September. submission of FY 73 data by municipalities.

e _September: leg!slatlon effective.

iLSéptembe}- submisston of supplemental approprta:!an request
,by County Executive.. .

':‘October' ) passage of supplemental appropriation and payments to
A ‘mun!cipaltttes.

- '{2‘_&« M ‘ --,ﬁr”$?«'.’.
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-'F!NAQ'REPORT ON THE MONTGOMERY COUNTY MUNICIPAL REVENUE PROGRAM

"~ . Prepared for Presentation. at Meetin?‘of
y 24, 1973 With Representatives of the Municipalitles Advisory Board
RGN . - , SR S : ‘

[

Since the‘Februaéy meeting, the County staff, with the assistance of
municipal ‘offlicials, has refined its analysis of possible tax dupllica-
tions existing between the County and municipalities. The results of

that effort are shown on the attached pages. This report has been
prepared’ to supply municipal representatives with the f:nd:ggs to date
and: to.'serve as a final proposal, outlined below, for removing the

ta§¢]neqult1esgfoun@;to exist. B

onal analysls has supported the-initial conclusion that tax
| '1on;waSmlImL§pﬁwtogthe service.areas of street maintenance,
curb’ and ‘gutter work,“'sidewalk repair, :snow removal, street lighting,
~traffic control. 'Municipal net expenditures for these services In
72y “local,; funds and after the.deduction of applicable shared
. evenues,: rangeds:from, $-0-:to $283,450, for a. total of $379,900.
’;;z;The;qgnet“expendlturesﬁlh;manl cases . include provision of a service
; svel comparable. to that. of the County,. supplementary levels of
service desired by municlpal. residents,:and/or diseconomies related to
. the municipalities' smaller. size...Consequently, further adjustments as
* described In Appendix”8:onh’ Methodologyy;beyond the deduction of shared
-+ revenues,’ must be made ‘to'determinethe extent of actual tax duplication..
B T o A -

#mathods of overcoming tax. inequities have been explored.

Oneof -these ‘Is the assumption by the County of service currently
performed. by municipalities,.  Another .is - a direct grant from the

olnty: tQ.municipalities -In‘an amount-calculated to remove the inequity.
‘ni the*1atter'case, it should be"pointed out that County legislation

I'nz the'™la 3

wihi¥be required, In-addition to a budget appropriation, before such
grantssgcan; be.paid, - - o *

' As a-result of the County staff!k\analeis, the data presented in

' Appendix:A-iilustrate the method~of.calculation and the impact on the
municipallties, . The amounts-in the."|mpost" columns assume a grant
to-each-minicipality of §1,000 or two-thirds of net expenditures for
street-related sarvices, -the two-thirds factor being used to recognize
that.any grant.would be smaller than:the net expend?tures (except for
the:$1,000 floor) because of municipal:'supplementary service or
diseconomies. : S SR .
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‘‘The County will assume at the beginning of the FY {July 1)

.. the performance of any or all of the street-related services
.considered in this study upon request of the municipality
provided the. request is made in writing no later than the

-preceding October lst; or . :

T T R s .

,TﬁgbCounty will provide a direct grant of the following

Doounts, whichever Is greater:

- ' SF;OOOZ Dr' [ . :‘ &l -
b. the estimated tax overlap defined as two-thirds the amount
" which a'municipallity must ralse from [ts own taxes to
iz '.provide.the eligl/ble services.
. e R f""\">~'§.«_: L

Cooept
PR LRI

“‘talculations of the direct grant ‘for FY 7% will be made by the
E8°County . based-on. FY ‘73 . data supplled by the municipalities in
form-and manner prescribed by, the County.

1n. order, for ?rants to be pald,’legislation will be proposed to the
County Councl! for enactment this summer. Subsequent to passage
f-the legislation, a supplemental appropriation will be recommended
y. the County Executive. The amount and timing of this supplemental
llrdg%gndﬁinvpart‘on timely reteipt from the municipallities of
td&*ﬁ'.yeaffending;June 30, 1973. Assuming passage of the

lemental appropriation, payments would be made to the municipalities.

R




‘ r~impact of Comw'-;—ﬁ
S Grant Proposal
" o 1 {1tTust. only) ‘

Mnicipeliey T % gm;:' -';:{eg; _ﬁi?ﬁ;; Chev, é&*& el o VR Ao
T EENT I B ot sy (258)] ] ]l w1 v,000 15¢
Brookeville % " 4,075 w0 | s | cen] wase] ] | nTE 1m0 18¢
Chevy Chase 93 - 5,746 173 1,657 7516 | (3.75%) n.m)l 2,036 el 1,358 1,360 2¢ .
Chevy Chase #4. 36,878 |.. 1,915| 6,115 | 44,908 | .{10,025) u;.s;z)l zi,0n ) 6,997 a0 | 1,000 7e
Chevy Chase village 6,640 10,119 | 16,759 | (15.272) (700)] B7] 262} 535 1,000 | #/10¢
Marzints Add, Ch.Ch 6,616 | - 2,189 8,805 | - (6,249) {1,2i5)} 1,341 47 B9% 1,000 Ie

¥ ¥ili of ¥, Ch. th, " 7.63%9 1400 | C 9,050 {3,446} (2023 ooaatl v7861 3.87% 3,580 9e¢
Gelthersburg 87,748 1. 2,503 ] 5,152 | 105,403 | (34.193)] (36,236)] 36,9761 12,313} 206,663 | 24,660 2e
Garrett Park - 9,789 | 2,120 14,909 {9.037) (l,6tk)}~- 1,258 419 819 1,000 2e
“Glen Echo kg5 w9e.l 1,702 | 2,686 | (2.282) sl o zs2] el wes | 1.om Te
Kensington - 73.792 | .7 w00 13,731 | 85,823 | (15,160) m.:sn[g (2,000 {2,331 (h,669) | 1.000 | 4/10¢

. Leytonsviils - -ogue | s ) ynon b ocaugse | rnaem|  onesafes sl ] ey | vaooo 6¢ -
Oskmont o8 483 © 501 a9y msﬂb!,,: (283] (9% (189) | ‘1,000 10e -
Poolesville 5k , 1,988 2,532 { (1,613) (60l - 60 20 40 },000 2¢
Rockville %08,151 | 75.709 | 100.300 | s6u,160 | (194,8603] (105,850)] 283,450 | 94,380 lieo.061 | s.0e0 |- se
Somersat 15,559 3,731 19,206 | (aouB)] (n.476)|  9.872] 3.208| 6,584 6,580 Se
Takoma Park ; 6hhs2 | Sa50 ) 23,754 | 89,357 | (s9.321)) . (5.516)] 24,720) 8,232 ) 16,488 | 16,190 3¢

__bashington Grove - 3.588 | - 1,716 5,30 | {5,353) {159}{b/  (208) 169y (139) q__1.000 2¢
TOTAL - 732,823 82,350 187,309 1,002,282 {367.968) (254,616) 379,898 126,510 253,388 266,740 -
a/ Preparsd b} Hontgomery County Budget ‘and Research Soctlon, Bedian Grant  §1,000
T Fabruary « May 1973, See Appendix on Hethodology for ; Medlsy Tox Rate Equivalent 3¢

explanstion of calculations,

B/ Negative amount Indirstss no local tex funds required.
¢/ See appendix on Methodology.

- e
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Appendix B )

" MONTGOMERY COUNTY MUNICIPAL REVENUE PROGRAM
METHODOLOGY AND GENERAL COMMENTS
SRR o Y-~ S

AT . .

the: Fall of 1972, County’Executiva James P, Gleason directed the
tgomery.County Budget:and Research-Sectlon.to examine, with the
stance ‘of the County's municipalities,.local government services
. £ 8¢ urdens affecting resldents of municipalities compared
“County.citizens 1iving outside’ Incorporated areas.. This study
originated. In the growing concern;on.the part.of the County Executiva
d municipal officizls that municipa! residents were suffering a

‘inequity by being taxed twice, onca by the County and again by
infcipal-‘governmerit, but receliving. services only once.

akorawfn?‘;p.r marily.,on the FY 1972 State Fiscal Research Bureau reports

nd other suppleméntary Information submlitted by the municipalities,

as wekl as. on the sssistance of the County.Departments of Transpartation

and Finance, the Budget Office has atqe;n?ted over ths past several

% months:to clarl fy both sérvice and’ fiscal situatlons currently affecting
wemunicipal residents vis-asvis thelr non-municipal counterparts. The

xamination ' has focused on four aspects:i a) the determinazion of

service areas where tax duplication may exist; 'b) the calculation

he ‘estimated overlaps; .¢) the development of alternatives

vercome duplications and .d) thé&: fiscal ‘Impact, on both the County

rand. the:municipalities, of the various alternatives. The methodology
‘and ;certain general comments on each of these aspects are outlined

' “below - 1n” support: of the data and conclusions shown in the preceding

portions’.of this report. C.
'De errn'lriaéion‘ of Service Areas Where Tax Duplication Exlsts:

P : - ’ . P P ]

‘%‘8%‘5 on_of. 'sérvices. centered on ‘identlfying those for which

| psT™ tdents were paying both to the County and to.thelr
‘government But which were bejng provided only by the municipalities;

ingeafor which tax dupllication existed. The following

:riteria were uSedrﬁ“’%':“=‘-’f-‘ Tee Rt s 0 S

1.7 'Munlclipal “General Government' and “MIscellaneous" activities

~.: " (the latter including insurances and miscellaneous [tems) were
.+ -excluded on the grounds that these are a basic requirement for
_clitizens wanting their own special local government.
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2,  Only municipal services which correspond to County General Fund -
financed services were el!glblc for conslderation since residents
of incorpora“ed areas nelther recelve services from, nor pay
taxes to, s;aclal districts such as the Suburba 'Dlsgrict or in

certain cases, the Recreatioh Distrleces ., . - L
. Only municipal services which correspond. to. tax-supported County
. services were eligible since municipal.residents’ taxes are not
used to finance sel f-supporting 60unt¥iactlvlt!es such as
protective inspections, animal_control, and refuse collection,

Only levels of municipal service comparable to that provided by
the County outside Incorporated areas would be eligible. .
Expenditures for supplementary levels or for dlseconomies relatec
to the municipalities! smaller size were cons!dered the recpon-
sIbility of municipal residents. An example is the police service
provided by saveral municipalities which was considered
a’upg*gmcn;ar to that supplied by the.County both Inside and
outsTde*locai boundarjes.” - = -~ o

These criteria were applied .in the raview of both munlcipal and
¥ County services In the search for posgible tax overlaps. It should

7be noted here that the existence of similariy-nemed functions In
both:the: County and a.municipa) ity 'doas: not necessarily mean that
duplication exists or that municipaliresidents, receive no benefit o
from the County service. -Many' County-sefvices, such as enviranmental o
‘protection, regardiess of the locationrof speclfic projects, affect :
the:general condition of the COuntYéandghavenusptll~over" benefits
to incorporated areas. Consequently,.they should be supported in part
by County tax revenue from municipal residents. ..

Based on this analysis, tax'dupilcatibh,appeared to éxist in the service

areas of street maintenance, curb-and.gutter work, sidewalk maintenance
- and .snow removal - all of which are:Included Inthe Roadways :
catagoryWind#Appendix A of thls reportii: In addition, -traffic control
andgstreet- 1ighting 'were Involved.:-". - . -
. gg}cu3311oﬁ“of‘EStIEated;ng Duplication or Overlap
o g ) I A ]
p:Tax duplication wes defined to mean that amount of incal funds that
e municipalties must raise from their own resources to provide the:
County level of service wlithin thelir:boundaries.. To reach this figure,
total)-municipal expenditures for the .services listed above were
complled.. " Certain deductions were then made. : These deductions
are based on the fact that because they are In existence, and perform
“ certain ‘services, municipalities-ara-‘entitled by law to receive
4. certain shared revenues which otherwise would go to the County.
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""These revenues Include State-shared gasol!ne tax and motor vehicle

",registration revenue and State-shared-racingw revenue, both of which
are ear-marked for use on street-related services. (n additien,

~ a portion of County-shared income taxes, traders' permlt fees,

- admjssion/amusement taxes, and payments in-ljeu-of bank shares

- taxes, all of which may be used as municipalities choose, are

- distributed to municipalities instead of to the County. Tha sharing
of these revenues with municipalities reduces the_funds that must be

. ralsed 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 for the County level of those

."same services, Therefore, to derive the net expenditures for the

. gmrvices in question, applicable portions of ear-marked and other
“shared revenues weras subtracted from total expenditures for those

services, (In several cases, &t least In FY 72, negative amounts
resulted Indicating that shared revenuss more than covered municipal

“';expendltures with no local funds required).

.~ One-other calculation must be mada at this point to determine
what portion of tha net. expenditures Is due to diseconomies rasulting
.from the municipalities' smaller size or to the provision of
., . supplementary levels of service, Thls can he found by comparing
", " the total expenditures of a municipality for the services In
T~ question with the estimyted cost to the cqunt¥ of providing the
. - County level of service within that municipality, finding the
7 .percentage that the difference represents of the mun!cipal!tr's
.. . ""total street expenditures, and multiplying that percentage times
~.viv the net expenditures. This will determine that portion of the nex
-expenditures attributable to diseconomies or supplementary service,
The balance is the amount of overlap resulting from the provision
by the municipality of the County's level of service within Jts
Vowggboundaries. It is this latter amount which represents the
. degree of tax.inequity .existing., (Note: (If a municipality spends
.. less than the estimatea cost to the County of providing the service,
" the difference would result from the provision of a lower ievel of
" . service or the same level more efficiently.)

- The above calculations assime the availability of accurate,
" comparable data from the County and thawmunicipslities., Experlience
has indicated that such information would be very difficult to
" ..come by. Therefore, a factor of two-thirds was appllied agalnst
- rnet expenditures to estimate the*municipality's expendituras to
~ provide the County level of service. The remaining one-third is
assumed to represent that portion of net expendltures related to
- _diseconomies of scale or supplemental levels of service. These
.caleulations notwlthstanding, @ minimum grant of $1,000 1s proposed.
This "floor" recognizes the efforts made by municlpalities and the
possibility rhat the fiscal data available, no matter how accurate,

Hﬁamight not fu'ly describe those efforts,
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Development of Alternatives for Overcoming Existing Inequities

Several means were explored of reducing or eliminating tax
, duplications found to exist. One method would be . the assumption
L bz the County of services currently provided by municipalities.
© . "This would be beneficial to resldents of dincorporated areas In
those cases where the (ounty, due to economies of. scale, could
provide the service at lower cost. On-the other hand, if
municipal residents want a higher level of service than "“ne.County
normally. provides, they might want to continue supplying che
, service themselves. In addition), many of the same men and pleces
. ....0f equipment are used by municipalities to provide services which
" “the County provides via the Suburban District Fund, 2.g., street
" icleaning and.-tree care. For municipalities 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 municipal services is
the payment of direct grants to municipalities in an amount
" calculated to overcome the tax Inequities. The calculation of
the inequities 1s discussed above; the amount of the grants would
?? ?he same ur less adjusted by provision of 3 minlmum or maximum
mit. .

-
<X

Fiscal Impact of Grants

The flscal impact on municipalities, both the dollar amount and
the local tax rate equivalent, is shown on Appendix A for an
itlustrative proposal that would provide a §$1,000 floor payment

__.x or two~thirds the net expenditures made for streets. :

o Q%Jbe total ‘Impact on the County of the illustrative proposal

© T would:be approximately $267,000.
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Appendix N

Resolution No.:_13-650
Introduced:
Adopted: Sept. 1O, 1996

COUNTY COUNCIL
FOR MONTGOMERY COUNTY, MARYLAND

By: County Council

Subject:

1. Chapter 30A of the Montgomery County Code (1994) provides for a program which
reimburses municipalities and special taxing districts for those public services provided
- by the municipalities which would otherwise be previded by the County.

2. Reimbursements under Chapter 30A have been made pursuant to a procedure étabhshed
under Resolution 8-2222, dated October 17, 1978, which was revised and supplemmted
by Resolution 9-1752, dated April 27, 1982.

3. In March 1995 County Executive Douglas M. Duncan appointed County and municipal
representatives to serve on the Montgomery County Task Force to Study the Municipal
Tax Duplication Reimbursement Program. This Task Force was charged with reviewing
the procedures and formulas used to determine the amount of the reimbursements and
with making recommendations to improve these procedures and formulas.

4. 'I'hzTaskForeesnbmitteditsFinalReponmdrmmmendaﬁms,aeoixycfwhichis
attached, to County Executive Douglas M. Duncan, on June 5, 1996.

5. The goals of the Task Force were 1o determine:

a, Whether the complex formulas used to calculate the reimbursements could be
simplified;

b. Whether reimbursements could be made in a way that would provide greater



Resolution No. (3-650

predictability to each municipality in pianning the following year’s budget;
c. Whether a single reimbursement could be made.

6. The Task Force recommends that the following formulas be used to determine the
reimbursements for the following services provided by the municipalities:

a Transportation. Reimbursements shall be a percentage of the County's actual,
audited per mile or per item expenditure, multiplied by the number of miles or
items in each municipality. The percentage reflects the percentage of the County
expenditures that are paid for with property tax revenucs.

b. Park Maintenance. Reimbursements will be based upon the same formula
currently used. . .

c.  CodeEnforcement. Reimbursements will be besed upon the net County property
tax supported code enforcement expenditures per dwelling or per parcel.

d. Other services. Reimbursements will be based upon the net County property tax
supported expenditures,

Action
" The County Council for Montgomery County, Maryland, approves the following
resolution:

1 The Final Report of the Task Force to Study the Municipal Tax Duplication
Reimbursernent Program is accepted and the recommendations, as outlined in the report,
are accepted for funding within the Municipal Revenue Program

2. The recommendations contained in the Report will be implemented beginning in Fiscal
Year 1997.

3. Reimbursement payments to mnnicipaliﬁes will be made onée a year, by October 1.

4. Reimbursements for Fiscal Year 1997 will be based upon Fiscal Year 1995 actual,
audited expenditures from the County’s comprehensive annual financial T=port.
Thereafter anmal reimbursements will continue to be based upon the actual audited
expenditures using a similar two year interval.

5. Municipalities will not be required to submit their expenditures but wil} be required to
provide annual certification of eligible services '

6. The Task Force will meet annually to review the municipal revenue program.

(i
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7. To the extent that the County Council is required to meet annually and discuss with each
municipality the rate for assessments or the tax reimbursement program, the Council
&clegmwthmdmmtheComyExeamW«hmddegate,whoshouidﬁwnmpoﬂback
10 the County Council.

This is 2 correct copy of Couneil action.

/8

Mary A. Edgar, CMC
Secretary of the Council

APPROVED:

/s/

Douglas M. Duncan
County Executive




MEMORANDUM

December 5, 2014

TO: Jacob Sesker, Senior Legislative Analyst
FROM: Josh Hamlin, Legislative Attorne

SUBJECT: Calculation of municipal reimbursement under the County Municipal Revenue
Program

Question

You have asked whether the County reimbursement to municipalities under Chapter 30A,
Montgomery County Mumcxpal Revenue Program, may be calculated based on the County’s
actual, net, property tax' funded expenditures on an eligible service?

Background

The history and provisions of the State income tax distribution law, the State tax
duplication law, and the County tax duplication law are discussed at some length in the
memorandum dated August 30, 2002 from Associate County Attorney Betty N. Ferber to Robert
K. Kendal, Director of the Office of Management and Budget (the “Ferber memorandum™). This
memorandum will briefly summarize the provisions of these laws without exploring their
history, except where the legislative history contributes to the resolution of the question.

State Law

There are two general provisions of State law pemnent to this discussion: income tax
distribution and property tax duplication.” With regard to income tax, State law’ requires the
State Comptroller to distribute to each municipal corporation the greater of 17% of the county
income tax liability of the municipal corporation’s residents or 0. 37% of the Maryland taxable
income of those residents. The State property tax duplication law* was originally enacted in
1975 to address the tax inequity arising from municipal residents paying property tax to both the

! References to property tax include both real and personal property tax unless otherwise specified,
: Fcr a full discussion of these provisions, see the above-referenced Ferber memorandum.
* MD Tax-General Code, § 2-607.
“ MD Tax-Property Code, § 6-305 applies to several counties, including Montgomery County, and mandates a “tax
setoff” in certain circutnstances, Other counties are subject to the permissive provisions of § 6-308,



County and the municipality.” It requires certain counties, Montgomery County included, to
grant a tax setoff® to a municipal corporation “if it can be demonstrated that a municipal
corporation performs services or programs instead of similar county services or programs.” The
operative provision of the law, for determining the county property tax rate in a municipality is
as follows:

“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.”

County Law

The Montgomery County Municipal Revenue Program, Chapter 30A of the County Code
(the “Program™), was enacted in 1973, and has largely remained unchanged since that time. The
Program was established “to reimburse municipalities within the county for those public services
provided by the municipalities which would otherwise be provided by the county government.”
Section 30A-3 provides that “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,” but limited to “the amount the county executive estimates
the county would expend if it were providing the services.” Section 30A-4 then further subjects
any reimbursements made under the Program to the limits of the funds appropriated by the
County Council.

The Program has been implemented through a series of resolutions’ which have adopted
recommendations of Task Forces established to consider the operation of the Program, and set
forth the municipal expenditures to be reimbursed and the procedures for determining the

amount of the reimbursement. In 1982, the Council adopted the second of these resolutions,

Resolution 9-1752, which accepted and adopted the recommendations of the Task Force on
County-Municipality Financial Relationships. One of the guiding principles followed by the
1982 Task Force in making its recommendations was that “the reimbursement is for property tax
duplication and is, therefore, limited to expenses financed with property tax revenues paid by all
County taxpayers.” (Emphasis supplied)

The most recent of the resolutions, Resolution 13-650, adopted in 1996, accepted the
report and recommendations of the Montgomery County Task Force to Study the Municipal Tax

* The County property tax is established in MD Tax-Property Code, § 6-302. The municipal corporation property
tax is established in MD Tax-Property Code, § 6-303.
$“Tax setoff” is defined § 6-305(a) as “(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
Frograms.” The “reimbursement” referred to in County law is a tax setoff as so defined.

Resolution 8-2222 (1978), Resolution 9-1752 (1982), and Resolution 13-650 (1996),
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Duplication Reimbursement Program. The 1996 Task Force report accepted via Resolution 13-
650 included the following statement:

“The basis for the reimbursement program should be the amount the County
would spend to provide a duplicated service rather than the amount spent by a
municipality to provide the service. Therefore, the rebate to the municipalities
should be based on the County’s actual, net, property tax funded expenditures for
a given service. The reimbursement formula should not include services provided
by a municipality but not provided by the County.” (Emphasis supplied)

Thus, since 1982, the Program has been implemented under the premise that the Program is a
“property tax duplication” reimbursement program, and that only County property tax funded
expenditures should be considered within its context.

Discussion

State law does not require any particular formula for a tax setoff, and specifically
contemplates property tax funded services

As noted above, the State tax duplication law applicable to the County, MD Tax-Property
Code § 6-305, requires the County to provide a tax setoff if a municipal corporation
demonstrates that it performs certain services in lieu of similar services performed by the
County. However, the State law does not provide a specific formula for the setoff beyond the
mandatory consideration of the services provided by the municipality instead of similar county
services and the extent that the similar services are funded by property tax revenues. By the
express language of the State law, and further evidenced by its location in the Tax-Property
Article, the State mandate is limited to County property tax funded services.

The limitation of the tax setoff requirement to property tax funded services is consistent
with the generally accepted goal of the tax duplication law: relieving municipal taxpayers of the
tax inequity created by paying the same tax, i.e., property tax, while only receiving the service
once. Property tax is the only tax that is paid to both the municipality and the County, and hence
is the only tax duplication. This stands in stark contrast to the income tax which, by operation of
State law, is already -distributed directly to the municipality. Under MD Tax-General Code § 2-
608, the County receives its income tax distribution only after various distributions are made,
including the distribution to municipalities of the municipal share of the County’s income tax
revenue, as described above. The fact that municipalities receive a share of the total County
income tax revenue makes tax duplication in this area an impossibility. To include income tax
funded County services in the tax setoff calculation would result in a different tax inequity: the
municipalities essentially receiving double compensation for the provision of the portion of
services funded by income tax revenues.®

% It is worth noting that the Ferber memorandum, while expressing a view that “technically” the County’s cost for an
eligible service may not be limited to the portion attributed to the property tax, references the real property transfer
tax and fuel energy tax as examples of other County taxes imposed on municipal taxpayers. The omission of 2
reference the income tax evidences an understanding that, in any event, income tax funded services should nor be
included in the tax setoff calculation.

(VAN



County law permits the exclusion of income tax and other non-property tax revenue sources

The County’s enactment of Chapter 30A predates the State property tax duplication law,
and does not specifically reference property tax at all. However, the legislative history indicates
that the Program was, from the outset intended to be a property tax duplication program. Before
a full discussion of this history, it is necessary to clarify that any reference to County
expenditures is a reference to the limitation on the amount of the reimbursement, not the amount
of the reimbursement. The amount of the reimbursement is “an amount determined by the
county executive to approximate the amount of municipal tax revenues required to fund the
eligible services.” (Emphasis supplied) This distinction is important, because the discussion up
to this point has been about how the amount is calculated, not on the limitation expressed in
County law. The implementing resolutions each provide for a means of calculating the
reimbursement, not limiting it.

If the reimbursement under Chapter 30A is to approximate the amount of municipal tax
revenues required to fund the eligible services, then what are “municipal tax revenues?” The
legislative history of the Bill that ultimately became Chapter 30A gives a clear indication that the
term “municipal tax revenues” is synonymous with revenues that a municipality raises from its
own taxes, and that are paid both to the County and the municipality, i.e., property taxes. This
understanding, and the intent of the law, is evident from the following references:

¢ Memorandum from County Executive James P. Gleason, dated May 25, 1973, which
accompanied Bill 32-73: “We have concluded after careful analysis that municipal
citizens pay twice for certain services — to the County and fto their local jurisdiction —
while receiving these services only from the municipality.” The purpose of the program
would be to “return annually to each municipality an amount equal to the estimated
duplicated taxes paid by its residents for eligible services.”
¢ The proposal for FY 1974 was a grant in the amount of the greater of: (1) $1,000; or (2)
two-thirds of the amount the municipality must raise from its own taxes to provide the
eligible services. '
¢ Repeated references to tax “duplication” or “overlap” throughout legislative history:
Final report on the Montgomery County Municipal Revenue Program'':
» “The estimated overlap defined as two-thirds the amount which a municipality
must raise from its own taxes to provide the eligible services.”'?
» Chart showing the calculation of the “overlap,” nets out “shared gas, racing
revenue” and “shared income tax, other revenue.”"
> *. .. 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.”’*

;01'0 Report, “Municipal Tax Duplication and Revenue Sharing in Montgomery County MD,” Appendix ©119.
id,, ©120.

'1d., ©121-127.

21d, ©122.

®1d., ©123.

“1d, ©124.



Not only is the intent that the Program be a property tax duplication program evident
from the legislative history of the law’s formative stages, but it is also consistent with the law’s
subsequent history. As noted above, the two most recent implementing resolutions, in 1982 and
1996, have reflected the view that the Program seeks to address the issue of double taxation
within the context of property tax. The reimbursement of expenses financed with property tax
revenues, based on the County’s actual, net, property tax funded expenditures represents the
Council’s understanding of the intent of Chapter 30A. As expressed in the Ferber memorandum:

The actual formulas and procedures for making payments to municipalities in
Montgomery County were not contained in Chapter 30A, but in Resolutions that
the County Council approved since enactment of Chapter 304, in 1978, 1982 and
1996. In each of these years the County Council has had an opportunity to revisit
the legislation, and the formulas and procedures used to justify the payments to
municipalities. By approving each Task Force’s Report in these Resolutions, the
County Council has in effect approved the methods used over the years for
calculating the payments, and determined that those methods were consistent with
Chapter 30A and its legislative intent.

Conclusion

In consideration of the legislative history of Chapter 30A and the implementing
resolutions adopted by the County Council, and viewed in relation to the State law concerning
income tax distribution and property tax duplication, the calculation of the reimbursement to
municipalities based the County’s actual, net, property tax funded expenditures for eligible
services is proper and consistent with the law’s intent.'?

B1tis possible to reach a technical conclusion, as was expressed in the Ferber memorandum, that the limitation
contained in the second sentence of §30A-3, “to the amount the county executive estimates the county would expend
if it were providing the services,” may not be limited to the portion attributed to the property tax, but the upper limit
of the reimbursement is not the subject of this discussion.



General Fund Revenues in FY13

Unit of measure

Revenue Amount % of total
Property tax 1,036,526,750 37.2%
County Income Tax 1,317,533,090 473%
Real Property Transfer Tax 84,391,394 3.0%
Recordation Tax 57,635,661 2.1%
Energy Tax 223,948,716 8.0%
Hotel/Motel Tax 18,910,872 0.7%
Telephone Tax 45,696,525 1.6%
Other 3,178,502 0.1%
Total taxes 2,787,821,510 100.0%
Data is located on Schedule C-3 of the PSP Budget

Income Tax Revenue Amount % of total
Income tax to the County 1,317,533,090 97.2%
Income tax to the municipalities 37,642,038 2.8%
Total income taxes 1,355,175,128 48.6%
Income Tax Revenue Attributable to Municipal Taxpayers Amount % of total
Paid to municipalities 37,642,038 17.0%
Paid to county 183,781,715 83.0%
Total income tax revenue attributable to municipal taxpayers 221,423,753 100.0%
Income Tax Revenue to County Amount % of total
From non-municipal taxpayers 1,133,751,375 86.1%
From municipal taxpayers 183,781,715 13.9%
Total income tax revenue to County 1,317,533,090 100.0%
Montgomer County General Fund Tax-Supported Expenditures Amount % of total
General Government (140,475,247) 13.8%
Public Safety {338,449,159) 33.4%
Transportation {58,922 461) 5.8%
Health and Human Services (177,994,724) 17.5%
Libraries, Culture and Recreation (30,879,652) 3.0%
Community Development and Housing (13,874,693) 1.4%
Environment (1,489,826) 0.1%
NDAs (229,902,360} 22.7%
Utilities (22,680,448) 2.2%
Total MCG General Fund {1,014,668,570) 100%




Example: MCG Tax Supported General Fund

MCG Tax Supported General Fund (1,014,668,570)

Revenue Arsount % of total

Propenty (ax (377,239,129) 37.2%

County Income Tax {479,535.512) 47.3%

Real Property Transfer Tax (30,715487) 3.0%

Recerdation Tax (20,977,345} 21%

Energy Tax (81,509,423) 8.0%

Haotel/Motel Tax (6,882,850) 0.7%

‘Teleph Tax (16,631,921} 1.6%

Other (1,156,862) 0.1%

Total trxes (1,014,668,570) 100.0%

‘Total: Income tax funded portion {479,535,512) 100.00%

From non-municipal taxpayers {412,645,459) 86.1%

From municipal taxpayers {66,890,053) 139%

Proportional expenditures for GF Tax Supported MCG 2013 Population. % of totsl Proportional cost Incomw: tax cost % of proportionsl cost

Municipal 168,157 16.7% (169,824,258) {66,850,053) 19.4%

Non-municipat £36,552 83.3% (844,844,312} (412,645,459} 48.8%

Total populati 1,004,709 100.0% (1,014,668,570) (479,535,512 47.3% [

- oy

Pex capita cost of GF Tax Supported MCG 2013 Population Per capita cost Inc. tax@47.3% Actual Income Trx Non-Income Tax Fi \:m‘k‘d" Total Pex CapitsCost Share
Municipal 168,157 (1,009.91) ($477.29 ($397.78) (§532.62) ($930.41) ($156,454,340)
Non-municipsi 836,552 (1009.91% (§477.29) ($493.27) ($532.62) (51,025.,89) (5858,213,730)
Total population 1,004,709 (1,009.91) (5477.19) ($477.29) (§532.62) ($1,009.51) (51,014,668,570
Subsidy

Total Per Capits Cost to Muricipal Residents 33041

Total Per Capits Cost to Non icipal Residents {1,025.89)

Tota! Per Capita Cost {Municipal and Mon-Municipal} {1,009.913

Subsidy (Per Capita) to Municipal Taxpayers (79.51)

Total MCG Tax Supported GF Subsidy to Municipal Taxpayers (Income Tax) (13,369,417)

Subsidy as % of Service Cost TR
ISubsidy (Per Capite) from Non-Municipal Taxpayers (13.98)




Attachment 1

Appendix 5: Montgomery County Code - Chapter 30A - Montgomery County
Municipal Revenue Program

§ 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-5. Application to participate in program.

§ 30A-6. County tax rate in certain municipalities. For Takoma Park fire, no longer
applicable.

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 LM.C., ch. 7,§ 1)

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 municipatity. (1974 LM.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))

Sec. 30A-4. Limitations on expenditures.
Ali 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 LM.C., ¢h. 7, § 1.)

Sec. 30A-5. Application to participate in program. :

Any municipality within the county desiring to participate in the county municipal
revenue program shall submit not tater 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 LM.C.,ch.7,§ 1)

Appendix 5 5.1



(f) Tax setoff request. -
(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 lével 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.
(2) (ii) The materials submitted under subparagraph (i) of this paragraph shall
provide sufficient detail for an assessment of the similar services or programs.

(3) After 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) Mectings, officers, information and services. --
(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 () 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) (1) 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.
(3) (if) The municipal corporation officers or representatives shall provide the
additional information expeditiousty.

(h) Statement of intent.
(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.

Appendix 4 4-2




The Tonsss of

Chevy Chase

AlLang, Mayor

john Bickerman, Vice Mayor
Vicky Taplin, Secretary

fFred Cecete, Treasurer

Kathy Strom, Community Liaison

April 28, 2016
Via email: councilmember.navarro@montgomerycountymd.gov

councilmember.riem ontgomerycountymd.gov

councilmember.ka@r montgomerycountymd.gov

Ms. Nancy Navarro; Council member/Committee Chair
Mr. Hans Riemer, Council/Committee member

Mr. Sidney Katz, Council/Committee member
Government Operations and Fiscal Policy Committee
100 Maryland Ave

Rockville, Maryland 20850

Re: Town of Chevy Chase Municipal Tax Duplication Reimbursement
Dear Ms. Navarro, Mr. Riemer, and Mr. Katz:

I am writing to ask for your assistance in securing municipal tax duplication reimbursement to
the Town of Chevy Chase for fiscal year 2017. The Town Council has introduced an ordinance
to impose a real property tax rate for FY17 and will act upon this ordinance at its May 11
meeting. If the Town Council approves this ordinance, it will entitle the Town to receive tax
duplication reimbursement from the County. As you may know, the Town will realize a
substantial reduction in revenue as a result of the Supreme Court’s “Wynne” decision and the
State’s misallocation of income taxes. As a result, the tax duplication payment w111 be an
important source of the Town’s cngoing operating revenue.

As background, I offer the following summary of events that have transpired to date. On March,
14, the Town sent a letter (attached) to County Executive Leggett informing him of the Town's
intention to levy a real property tax and asking whether any additional information was needed to
secure this reimbursement for FY17. On April 12, we received an email response (attached)
from Jeri Cauthorn in the County’s Department of Finance indicating that the County did not
need any additional information from the Town in order to secure the reimbursement.

On April 25, the Town sent a representative to the GO Committee meeting at which the
Committee members discussed and concurred with the County Executive’s recommended FY17
budget for municipal tax duplication, which does not include any reimbursement to the Town.

4301 Willow Lane  Chevy Chase, Maryland 20815 » 301/654-7144 » Fax 301/718-9631 » townoffice@townofchevychase.org /’ O

www.townofchevychase.org
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At this meeting, it appeared the Committee members were not aware of the Town’s intention to
levy a property tax and, consequently, no tax duplication payment to the Town was proposed.

On April 26, following the GO Committee meeting, the Town sent an email (attached) to Bruce
Meier, who we were told was the point of contact for this matter, asking for an update on the
municipal tax duplication reimbursement to the Town for FY17. Mr. Meier then called Town
Manager Todd Hoffman to discuss this matter. Following this phone call, Mr. Hoffman
memorialized the conversation in an email (attached) to Mr. Meier. In short, Mr. Meier
informed Mr. Hoffinan that the Town should notify Mr. Jacob Sesker as soon as the Town
Council approves a real property tax rate for FY17. Mr. Meier explained that this will allow the
County Council to amend the County’s FY17 budget at its May 17 meeting to include the
municipal tax duplication reimbursement to the Town. Mr. Hoffman also indicated that the
Town had not yet received a formal response to the March 14 letter to Mr. Leggett and requested
that Mr. Meier determine the status of the response.

After sending the above-referenced email to Mr. Meier, Mr. Hoftman received a phone call from
Mr. Jacob Sesker, who was copied on the email. Mr. Sesker said that he was researching the
issue and trying to determine whether the Town is eligible to receive the municipal tax
duplication reimbursement for FY17 given that the Town did not levy a real property tax in
FY15. Mr. Sesker called again on April 28 to provide an update. He indicated that he was
waiting to discuss the issue with the County attorney’s office, but that he did not see anything
that would indicate that the Town would be ineligible to receive the tax duplication
reimbursement for FY17. Mr. Sesker said that he would provide the Town with another update
once he has spoken with the County attorney’s office.

The tax duplication payment is required by State law. The County is obligated to provide a tax
setoff if a municipal corporation “performs services or programs instead of similar county
services or programs” (Md. Code, Tax Property Article, Section 6-305(c)). County law also
provides that the County will “reimburse municipalities within the County for those public
services provided by the municipalities which would otherwise be provided by the county
government” (County Code, Section 30A-1). Per County Resolution 13-650, the amount of the
tax duplication payment is calculated based upon the County’s “actual audited expenses” using a
two-year interval.

Neither the requirement for a tax duplication payment, nor the calculation methodology applied
by the County, is dependent on whether the Town levied a real property tax in previous years. If
the calculation methodology were so dependent, State law would require the County to use a
different method to arrive at the required annual setoff, under these circumstances.

Please note that the duplicative services and- programs for which the Town is seeking
reimbursement, and for which the Town received reimbursement for FY 15, have not changed.
In addition, we note that the tax duplication payments to neighboring municipalities have
remained constant for several years, with only minor adjustments. Thus, the review and
calculation should not be unduly difficult,

A



For the above reasons, the Town requests that you schedule this issue for discussion at the GO
Committee’s April 29 meeting and amend the County’s FY17 budget to include the State-
mandated municipal tax duplication reimbursement to the Town in anticipation that the Town
will impose a real property tax for FY17.

Thank you for your consideration.

SincereZ,A;{%\/'
Al Lang
Mayor

Attachments

cc:  Mr. Roger Berliner, Council member (via email)
Mr, Jacob Sesker, Senior Legislative Analyst (via email)
Mr. Todd Hoffman, Town Manager (via email)
Mr. Ronald M. Bolt, Town Attorney (via email)

/./ )
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The Tovwn of
Chevy Chase

Al Lang, Mayor

John Bickerman, Pice Mayor
Vicky Taplin. Secretary

Fred Cecere, Treasurer

Kathy Strom, Community Liaison

March 14,2016

M, Tsiah Leggett, County Executive
Office of County Executive ‘
Executive Office Building, 2™ Floor
101 Monroe Street, 2nd Floor
Rockville, MD 20850

Dear Mr. Leggett,

I am writing to inform you that the Town Council of the Town of Chevy Chase, Maryland is
considering levying a real property tex for fiscal year 2017. As such, we respectfully request that
your proposed FY17 operating budget include funding for municipal tax duplication
reimbursement for the Town.

The duplicative services and programs for which the Town is seeking reimbursement have not
changed. Please let me know if you need additional information in order to secure this
duplication reimbursement.

Sincerezly(/
Al Lang
Mayor

cc:  Councilmember Roger Berliner
Ms. Jennifer Hughes, Office of Management and Budget
Mr. Joseph Beach, Department of Finance

4301 Willow Lane » Chevy Chase, Maryland 20815 » 301/654-7144 » Fax 301/718-9631 « townoffice@ownofchevychase.org
www.townofchevychase.org Q{ﬁ ;
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Todd Hoffman

From: Cauthorn, Jeri [Jerl.Cauthom@montgomarycountymd.gov]
Sent: Tuesday, April 12, 2016 12:55 PM

To: Todd Hoffman

Ce: Brodsky, Art; Coveyou, Michael; Meier, Bruce

Subject: CECC #102-3-2016- Chevy Chase Mayor

Attachments; 03-14-16 Request.pdf

Dear Mr. Hoffman-
The County does not need any addmonal information from the Town of Chevy Chase in order to secure the

duplication reimbursement.

Issues related to including items in the FY 17 Operating Budget will be addressed by Mr. Bruce Meier of the
Office of Management and Budget.

Sincerely,

Jeri Cauthorn

Contracts & Special Projects Manager
Department of Finance

Montgomery County, Maryland
240-777-8861

Sfax 240-777-8857

Froin: Cauthorn, Jeri
Sent: Monday, March 28, 2016 9:34 AM
To: 'thoffman@townofchevychase.org' <thoffman@townofchevychase.org>

Cc: Brodsky, Art <Art.Brodskv® montgomerycountymd.gov>
Subject: FW: 102-3-2016-FW: Letter from Mayor Al Lang, Town of Chevy Chase, MD

Dear Mr. Hoffman-

The Department of Finance is in receipt of your letter, and will be responding to you by
Wednesday, April 6, or sooner.

Feel free to contact me if you have any questions.

Sincerely,

Jeri Cauthorn

Contracts & Special Projects Manager
Department of Finance

Montgomery County, Maryland
240-777-8861

fax 240-777-8857

From: Todd Hoffman [mailto:thoffman@townofchevychase.org]
Sent: Thursday, March 24, 2016 12:40 PM

To: lke Leggett <lke.Leggett@ montgomerycountymd.gov>
Subject: FW: Letter from Mayor Al Lang, Town of Chevy Chase, MD

Please confirm receipt of this email to County Executive Leggett {originally sent on March 14, 20186) and
please indicate whether a response will be forthcoming. Thank you.

i
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Todd Hoffman

Town Manager

Town of Chevy Chase, Maryland
4301 Willow Lane

Chevy Chase, MD 20815
301-654-7144 (P)

301-718-9631 (F)

thoffman@townofchevychase.org

> " v

From: Todd Hoffman

Sent: Monday, March 14, 2016 12:07 PM

To: 'ocemall@montgomerycountymd.gov'

Cc: Berliner's Office, Counclimember; 'Beach, Joseph'; ‘jennifer.hughes@montgomerycountymd.gov'
Subject: Letter from Mayor Al Lang, Town of Chevy Chase, MD

Please see attached letter from Mayor Al Lang. Thank you.

Todd Hoffman

Town Manager

Town of Chevy Chase, Maryland
4301 Willow Lane

Chevy Chase, MD 20815
301-654-7144 (P)

301-718-9631 (F) :
thoffman@townofchevychase.org -
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Todd Hoffman - ‘ — |

From: Todd Hoffman

Sent: Tuesday, April 26, 2016 3:45 PM

To: 'Bruce . Meler@montgomerycountymd.gov'
Subject: Municipal Tax Duplication Reimbursement
Hi Bruce,

My Town Council has asked me to provide an update on the municipal tax duplication reimbursement for the Town of
Chevy Chase for FY17. Thanks In advance for any information you can provide.

Todd Hoffman

Town Manager

Town of Chevy Chase, Maryland
4301 Willow Lane

Chevy Chase, MD 20815
301-654-7144 (P)

301-718-9631 (F)

thoffman@townofchevychase.org


mailto:thoffinan@townofcheyychase.org
mailto:Bruce.Meier@montgomerycountymd.gov

Todd Hoffman

From:
Sent:
To:
Cc:

Subject:

Bruce,

Todd Hoffman

Tuesday, Aprll 26, 2016 4:17 PM
'‘Bruce.Meler@montgoemerycountymd.gov'

'Sesker, Jacob'; 'Albert Lang'; 'ocemail@montgomerycountymd.gov';
Yjennifer.hughes@montgomerycountymd.gov'; '‘Beach, Joseph'
Municipal Tax Duplication Reimbursement

Thanks for speaking with me today about the status of municipal tax duplication reimbursement for the Town of Chevy
Chase for FY17, Based on the March 28 email from Jeri Cauthorn, | assumed you were the primary point of contact for
this issue. Asyou informed me today, the Town should notify Mr. Jacob Sesker as soon as the Town Council approves a
real property tax rate for FY17. The Town Council will approve the FY17 budget and tax rates on May 11 of this year,
and [ will notify Mr. Sesker of the applicable tax rates the following day. As you explained, this will allow the County
Council to amend the County's FY17 budget at its May 17 meeting to include the municipal tax duplication
reimbursement for the Town. Please let me know if you need any additional information from the Town In order to
secure this payment for FY17. Also, as indicated, we have not yet received a formal response to Mayor Lang’s March 14
letter to County Executive Leggett. | look forward to recelving it soon.

Todd Hoffman
Town Manager

Town of Chevy Chase, Maryland

4301 Willow Lane
Chevy Chase, MD 20815
301-654-7144 (P)
301-718-9631 (F)

thoffman@townofchevychase.org
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This is the private non-profit corporation established by Council Bill 25-15 that serves as Montgomery County's lead economic
development organization. The Economic Development Corporation is responsible for implementing the County's economic development
strategic plan and related programs that include marketing, business retention and attraction, entrepreneurship, and promoting the
development of the County's economic base.

FY17 Recommended Changes Expenditures FTEs

FYi6Approved , S A 0.00
Shift; Operating Support of MCEDC from Departrnent of Economic Development 4,180,750 0.00
FY17 Recommended ‘ ’ ’ , o 4,180,750 0.00

- Montgomery County Employee Retirement Plans

The mission of this NDA is to manage prudent investment programs for the members of the Employee Retirement Plans and their
beneficiaries. Expenditures associated with this program are funded from the Employees' Retirement System (ERS), Retirement Savings Plan
{RSP), and the General Fund on behalf of the Montgomery County Deferred Compensation Plan (DCP) trust funds and are, therefore, not
appropriated here. This NDA manages the assets of the ERS through its investment managers in accordance with the Board's asset allocation
strategy and investment guidelines. The Board also administers the investment programs for the RSP and DCP. The Board consists of 13
trustees including the Directors of Human Resources, Finance, and Management and Budget; the Council Administrator; one member
recommended by each employee organization; one active employee not represented by an employee organization; one retired employee;
two members of the public recommended by the County Council; and two members of the general public.

FY17 Recommended Changes Expenditures FTEs
FY16Approved L . L R .
FY17 Recommended 0 0.00

- Motor Pool Fund Contribution

This NDA funds the acquisition of new, additional Motor Pool fleet vehicles, as opposed to replacement vehicles, which are financed through
an established chargeback mechanism.

FY17 Recommended Changes Expenditures FTEs
FY16 Approved 0 0.00

FY1f1'Re<;p:nmended 0 0.00

- Municipal Tax Duplication

The Montgomery County Tax Duplication Program, authorized by Chapter 30A of the Montgomery County Code, reimburses
municipalities for those public services they provide that would otherwise be provided by the County. This goes beyond State law, Section
6-305, which requires the County to provide to municipalities only the Property Tax funded portion of those costs. County Council
Resolution No. 9-1752, enacted April 27, 1982, increased the scope of program coverage from street-related expenditures to include other
public services, such as police supplemental aid; animal control; elderly transportation; parks maintenance; Board of Appeals; and Human
Rights.

This program was reviewed in FY96 and technical formula amendments proposed. The changes were approved, and payment calculations
since then are prepared in accordance with County Council Resolution No. 13-650, adopted September 10, 1996. Specifically, as the exact
payment amount for the current year cannot be determined until both municipal and County books are closed, reimbursements are based on
the final audited cost of performing eligible services during the fiscal year two years prior to the budget vear.

All payments are subject to appropriation under Sec. 30A-4, which states "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.”

Non-Departmental Accounts Other County Government Functions 68-17.
vy
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Also budgeted here are payments to Municipalities of a share of the net revenues from County operated Speed Cameras in their jurisdictions.
Payments are based on Memoranda of Understanding with each Municipality.

Finally, payments to municipalities are also made from other sources, including Cable TV Franchise Fees, Grants in Lieu of Shares Tax,

Non-Departmental Accounts, and as part of the County's Community Development Block Grant.

MUNICIPAL TAX DUPLICATION - FY17 COUNTY EXECUTIVE RECOMMENDED

FY17 Property Tax Additienal
| Municipality Duplication County Grant FY17 Total®

Brookeville $8.067: $8,067
Chevy Chase, Sec. III $31,513 g0 $31,513
Chevy Chase View $41,184¢ $91 $41,278
Chevy Chase Village $98.358! $2.167 $100,524
Drummond $4.603' $10 $4,613
Friendship Heights $05,245 80 $08,245
Gaithersbygrg =~~~ &+ $1,206,567 $0 81,206,567
Garrett Park $48,367 $c 48,367
Glen Echo 520,713 $49 §20,762
Kensington $156.809 $0 $156,809
Laytonsvile &+ $14,293 $0 514,203
Martin's Addfions ¢ $26,770 %63 $26,832
North Chevy Chase $25.195 $0 $25,195
Qakmont $3.271 $7 53,278
Poolesville $228.936 %0 $228,936
Rockville $2.409,750 $0 §2,409,750
Somerset $56.173 $0 $56,173
Takoma Park $985,610 $2.528,033 §3,513,643
Washington Grove $44 818 $104 544,922

O 0 8.036,766
\* This does not include the estimated Municipalities’ Speed camersa allocation of $268,230.

FY17 Recommended Changes Expenditures FTEs
FY16 Approved 0.00
If;créase Cost: Property Tax Duplication Payments to Municipalities 0.00
inéreé;e Cost: Speed Camera ﬁéymeni to Municipalities 0.00
FY17Recommended | oo

- Prisoner Medical Services

This NDA provides reimbursements to physicians and hospitals for medical care provided to individuals in the custody of any Montgomery
County law enforcement agency, with the following exceptions:

* Offenders committed to the custody of the Department of Correction and Rehabilitation (DOCR) and receiving medical treatment paid for
by the budget of that department,

* Medical treatment expenses covered by Workers' Compensation,

*» Medical treatment expenses covered by personal medical insurance,

+ Medical treatment expenses covered by the Federal government,

* Medical treatment expenses covered by other appropriate and available outside resources. The Department of Police will manage this
account with the assistance of the County Attorney. All bills will be reviewed to determine the appropriateness of the medical expense
reimbursement and to assess the responsible party for the medical expense.
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