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.. BY REQUEST OF THE SUPERINTENDENT OF ,A,·.,~,---1. 
1. 

PUBLIC INSTRUCTION 
l 1 1r i,1!...__ 

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR A 

RELIABLE CASH FLOW TO SCHOOL DISTRICTS BY ALLOWING STATE 

ADVANCES FOR REVENUE TO BE RAISED BY COUNTY EQUALIZATION 

LEVIES; AMENDING SECTIONS 20-9-212, 20-9-331, 20-9-333, 

20-9-334, 20-9-335, 20-9-344, 20-9-346, AND 20-9-347, MCA; 

AND PROVIDING AN EFFECTIVE DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the superintendent of public instruction is granted 

rulemaking authority in 20-9-347(2) to adopt rules with 

regard to state advances to support the basic county tax and 

the basic special tax for county equalization for foundation 

program funding. The procedure is intended to ensure that 

the county equalization revenue is fully realized by school 

districts in a timely manner, regardless of delinquent or 

protested taxes. It is anticipated that the county 

superintendent of schools shall continue to calculate and 

report to the school districts the revenue qenerated 1n 

support of the elementary and high school basic co11nty 

~na <eg""'••• CDUMU 

(_ I.. .. _ 

l 

2 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2-l 

25 

LC '947/01 

equalization levies for foundation program funding. 

BE IT ENACTED B"l THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 20-9-212, MCA, is amended to read: 

"20-9-212. Duties of county treasurer. The county 

treasurer of each county shall: 

(1) receive and hold all school money subject to 

apportionment and keep a separate accounting of its 

apportionme~t to the several districts which a:e e~~i~:ed t~ 

a po~tion of the money according to the ~p~e~tionmene§ 

orde~ed--by calculations of the county superintendent. A 

separate accounting must be maintained far each caun~y fund 

supported by a countywide levy for a specific, authorized 

purpose, including: 

(a) the basic county tax in support of the elementary 

fo11~dation programs; 

(b) the basic special tax for high schools in support 

of the high school foundation programs; 

{c) the county tax in support of the county's high 

school transportation obligationi 

(d) the county tax in support of ~he elerr.entary and 

high school district retirement obligaticns; and 

(e) any other county tax for schools, incl.·..;.ding tr.e 

c,:;rr~'Tlur.ity cclle-:::ies, whicr may be aulh-:ir .2ed by ::.aw a;-.d 

levied by the cou:.ty cominissioners; 
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(2) whenever requested, notify L1e county 

superintendent and the superintendent of publ.1-.:· instruction 

cf the amount of county school money --.:-n deposit in each of 

the funds enumerated in subsection (1) of this section and 

the amount of any other school money st.:bject. to 

apportionment and apportion the county and other school 

money to the districts in accordance with the apportionment 

ordered by the county superintendent~ 

(3) keep a separate accounting of the expenditures for 

each budgeted fund included in che final budget of each 

district; 

(4) keep a separate accounting of the receipts, 

expenditures, and cash balances for each budgeted fund 

included in the final budget of each district and for each 

nonbudgeted fund established by each di~trict; 

(5) except as otherwise limited by law, pay all 

warrants properly drawn on the county or district school 

money and properly endorsed by their holders; 

I 6 l receive all revenue collected by and for each 

district and deposit these receipts in the fund designated 

by law or by the district if no fund is des1gnQted by law. 

Interest and penalties on delinquent school taxes shall be 

credited to the same fund and district for which the 

original taxes were levied. 

(7) send all revenue received for a join~ d1~;rr1ct, 
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the county 

revenue, no 

later than December 15 of each year and every 3 months 

thereafter until the end of the school fiscal year; 

(8) at the direction of the trustees of a district, 

assist the district in the issuance and sale of tax and 

revenue anticipation notes as provided in Title 7, chapter 

6, part 11: 

{9) register district warrants drawn on a budgeted fund 

1n accordance with 7-6-2604 when there is insufficient money 

available in all funds of the district to make payment of 

the warrant. Redemption of registered warrants must be made 

in accordance with 7-6-2116, 7-6-2605, and 7-6-2606. 

(10) invest the money of any district as directed by the 

trustees of the district within 3 working days of the 

direction; 

(11) each month give to the trustees of each district an 

itemized report for each fund maintained o~ the district, 

showing the paid warrants, outstanding warrants, registered 

warrants, amounts and types of revenue received, and the 

cash balance; 

(12) remit promptly to the state treasurer receipts for 

the county tax for a vocational-technical center when levied 

by the board of county commissioners under the provisions of 

20-16-202; and 

-4-
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(13) invest the money received from the basic county tax 

in support of the elementary foundation programs and the 

basic special tax in support of the high school foundation 

programs within 3 working days of receipt. The money must be 

invested until 

distributed to 

the working day before it is required to be 

school districts within ~he county or 

remitted to the state. Permissible investments are specified 

in 20-9-213(4). All investment income must be deposited, and 

credited proportionately, in the funds established to 

account for the taxes received for the purposes specified in 

subsections (l)(a) and (l)(b). 

(14) remit to the state treasurer, no later than January 

5 and June 20 of the school fiscal year, the balance of the 

funds realized pursuant to subsections (l)(a) and (l)(b), 

including all interest earned, in repayment of a state 

advance for county equalization as prescribed in 20-9-347. 

Any funds in excess of a state advance must be used as 

required in 20-9-33l(l)(b) and 20-9-333 (l)(a) and (l)(b)." 

Section 2. section 20-9-331, MCA, is amended to read: 

n20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. {l) The county commissioners of each county shall 

levy an annual basic tax of 33 mills on the dollar of the 

taxable value of all tdxable property within the c0ur1ty, 

except for property subject to a tax or fee under 23-2-517, 
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23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for 

the purposes of local and state foundation program support. 

The revenue collected from this levy must be apportivned to 

the s~pporc of the foundation programs of the elementary 

school districts in the county and 

revenue fundr state equalization 

following manner: 

to the state 

aid accountr 

special 

in che 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the total of the foundatior1 programs cf all 

elementary districts of the county. 

(b) If the basic levy prescribed by chis section 

produces more revenue than is required to f~n~nee-~he 

d~~terenee-de~erm±~e~-i"-~tl~~~et~en--t½ttat repay a state 

advance for county equalization, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

ar.d each subsequent month thereafter, with any final 

for remitta11ce due no later than June 20 of the fiscal year 

which the levy has been set. 

tet--ff--revenue--£rem-t~~-be~±e-½e~y-pres~ri~ea-by-~h+~ 

~ee~~on-wheM-~e~~+~ea-~±~h-the-oeher-rev~Mtle-~~o~-~~~~eetien 

t~t-~~-±n~~ff~ete~~-te-frtiiy-fn"a-the-pe~eenea~e--deee~mine~ 
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¼n---i8-9-34Tt¼ttbt--and--the--eonnty--t~--ei±9±bte--for--a~ 

apportionment-or-state-eqttaiization-aid-ttnder-~he-pro~ision9 

or-~e-9-34Ttittet,-tfte-eottnty--s~perinteneent--~harr--not±£y 

~ne--sttperiftteftdent-of-pttb¼ie-instrttetion-of-~~e-~efieieney, 

~~e-sttperintendent-of-pttbiie-instrttet~on-shaii-~nerea~e--the 

state--e~tta%±zation--aid--payments--te--t"e-a~~triets-in-the 

af£eeted-eonnty-te-o£fset-the-def±e±eney~-A-payment-may--not 

be--made-ttnder-this-stteseetion-tet-that-aitows-a-distriet-to 

reeeive--£ocndation--pregram--fttnding--tn--exeess---or---the 

fottndation-program-amottnt-0£-the-distriet~ 

{2) The revenue realized from the county's portion of 

the levy prescribed by this section and the revenue from the 

following sources must be used for the equalization of the 

elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

{a} the portion of the federal Taylor Grazing Act funas 

distributed to a county and designated for the common school 

fund under the provisions of 17-3-222; 

(b) the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools under the 

provisions of 17-3-232; 

(c) all money paid into the county tre8sury as a result 
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of fines for violations of law, except money paid to a 

justice's court, and the use of which is not otherwise 

specified by law; 

(d) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established or 

referred to in this section; 

{e) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(f) gross proceeds taxes from coal under 15-23-703; 

(g} net proceeds taxes for interim production and new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

(h) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 3. Seccion 20-9-333, MCA, is amended to read: 

"20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. (1) The county commissioners of each county shall 

levy an annual basic spe~ial tax for high schools of 22 

mills on the dollar of the taxable value of all taxable 

-8-
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property within the county, except for property subject to a 

tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204, for the purposes of local and state 

foundation program support. The revenue collected from this 

levy must be apportioned to the support of the foundation 

programs of high school districts in ~he county and to the 

state special revenue fund, state equalization aid account, 

in the following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection ( 2} must be 

subtracted from the sum of the county's high school tuition 

obligation and the total of the foundation programs of all 

high school districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to f±nanee--the 

di~~@renee--deeerm±ned--±n--sttbseet¼on--t±+fet repay a state 

advance for county equalization, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

and each subsequent month thereafter, with any final 

remittance due no later than June 20 of the fiscal year for 

which the levy has been set. 

tet--Tf-re~entte-from-the-bas±e-±evy-pre~e~tberl--by--th~~ 
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seet±on-when-eombined-w±th-the-other-re~entte-frem-~~bseetten 

tit--t~-±n~ttffie±ent-to-fttiiy-fttnd-the-pereenta9e-determ±ned 

in--%8-9-347tittbt--and--the--eottnty--i~--e±+g+ere--~er---an 

appo~tioftmeftt-e£-~tate-e~ttari~ation-aid-ttnder-the-pro~±9ion9 

e£--%8-9-3+1tittct,--the--eottnty-9ttperintendent-9he±½-noti£y 

the-stt~e~intendent-ef-ptteTie-instrttetten-e£-tne--de£ieieney, 

~ne--9ttperintende"t-ef-pttbi±e-±n9trttetion-~ha¼i-inerease-the 

state-eqttalization-aid-payment9--te--the--d±striets--in--the 

a££eeted--eettnty-te-e£fset-the-defieieney.-A-payment-may-not 

~e-~ade-ttnder-th±s-9tto~eetien-tet-that-ai;ew9-e-dtst~iet--te 

reeei~e---fottndetion---~reg~am--£ttnd±ng--±n--exees~--o£--the 

fettndatien-~rog~am-amottnt-o£-the-di9tr±et~ 

(2) The revenue realized from the county's portion of 

the levy prescribed in this section and the revenue from the 

following sources must be used for the equalization of the 

high school district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounti~g must be 

kept of the revenue by the county treasurer in accordance 

~ith 20-9-212(1): 

(a) any money remaining at the end of the immediately 

preceding school fiscal year in the co~nty treasurer's 

accounts for tt.e various so~rces of revenue established in 

this section; 

tbl any ~e,ier~~ er s~ate ~Oney distribute~ ta tne 

county as payrne:~t in lieu of property taxati8n, including 

-10-
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federal forest reserve funds allocated under the provisions 

of 17-3-213, 

{c) gross proceeds taxes from coal under 15-23-703; 

(d) net proceeds taxes for interim production and new 

production, as defined in 15-23-601~ and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

(e) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 4. Section 20-9-334, MCA, is amended to read: 

•20-9-334. Apportionment of county equalization moneys 

by county superintendent. The county superintendent shall 

separately apportion the reventtes--deposi~ed---in state 

advances for the basic county tax aeeettn~ and the reventte~ 

depoe¼ted-ift state advances for the basic special tax for 

high schools aeeettnt, as prescribed in 20-9-347, to tbe 

several districts of the county on a monthly basis. The 

apportionments shall be known as "county equalization 

moneys". Before the revenues are apportioned, the county 

superintendent makee-the-month¼y-appor~¼enments7-he shall: 

(1) deduct from the revenues available in the basic 

county tax account the amount required for the month to pay 

the county's obligation for elementary transportation 

reimbursements; and 
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(2) deduct from the revenues available in the basic 

special tax for high schools account the amount required for 

the month to pay the county 1 s obligation for high school 

out-of-county tuition.~ 

Section 5. Section 20-9-335, MCA, is amended to read: 

•20-9-335. Forau1a for appor~¼oftllleftt calculation of 

county equalization moneys. (l} After making such deductions 

prescribed in 20-9-334~ the county superintendent shall 

appere¼on--tfte--rema¼n¼ng--amo~nt--or--meneye calculate and 

report county appartionment and revenue available in the 

basic county tax account to the ~e•ers¼-pttb¼ie elementary 

school districts of the county and in the basic special tax 

for high schools account to the seyera¼ ptth¼ie-eeeenda~y 

high school districts of the county in proportion to their 

needs under the foundation program in accordance with the 

following procedure: 

(a) determine the percentage that the county 

equalization moneys available for the support of the 

foundation programs of the pttblic elementary school 

districts in the county is of the total amount of the 

foundation programs of all pttbiie elementary school 

districts; 

lb) multiply the foundation program amount of each 

pttb¼ie elementary school district by the percentage 

determined in subsection (l)(a) above to determine the 

-12-
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portion of the county equalization moneys available to each 

pttb¼ie elementary~ district. 

{2) The above procedure shall also be applied for 

pttD¼ie-seeoftftary high school districts. 

(3) Ne-terr±tery Territory situated within a county 

shaH may not be excluded from the apper~*e"meft~ 

calculations of the county equalization moneys under this 

section solely because 9tteft the territory lies within the 

boundaries of a joint district. Cash balances to the credit 

of any district at the end of a school fiscal year sfta¼¼ ~ 

not be considered in the apt,e~~¼eftffleft~ procedure prescribed 

in this section. 

(4) The county equalization moneys apportiofted ~rted 

under these procedures sha¼¼-eenst:¼t:ttte are the first source 

of revenue in calculating the financing of the pttb¼ic 

elementary and :!eeeftl!i.e:ry hi':jh school district foundation 

program. The county superintendent shall use the 

e:l)portieffl'llent procedure prescribed in this section in 

computing the estimated revenues for the financing of the 

ensuing year's foundation program for budgeting purposes." 

Section 6. Section 20-9-344, MCA, is amended to read: 

•20-9-344. Purpose of state equalization aid and duties 

of the board of public education for distribution 

conditions of first payment. (1) The money available tor 

state equalization aid must be distributed and apportioned 

-13-
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to provide an annual minimum operating revenue for the 

elementary and high schools in each county, exclusive of 

revenues required for debt service and for the payment of 

any costs and expense incurred in connection with any adult 

education program, recreation program, school food services 

program, new buildings and grounds, and transportation. 

(2} The board of public education shall administer and 

distribute the state equali2ation aid and state advances for 

county equalization in the manner and with the powers and 

duties provided by law. Ta this end, the board of public 

education shall: 

(a} adopt policies for regulating the distribution of 

state equali2ation aid in accordance with the provisions of 

law and in a manner that provides for state advances for 

county equalization and monthly distribution to each 

district of its foundation program amount and to each county 

and district distribution of its guaranteed tax base aid; 

(b) have the power to require reports from the county 

superintendents, budget boards, county treasurers, and 

trustees as it considers necessary; and 

(c) order the superintendent of public instruction to 

distribute the state equalization aid on the basis of each 

district 1 s annual entitlement to the aid as established by 

the superintendent of public instruction. In ordering the 

distribution of stdte equalization aid, the board of public 

-14-
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education may not increase or decrease the state 

equalization aid distribution to any district on account of 

any difference that may occur during the school fiscal year 

between budgeted and actual receipts from any other source 

of school revenue. 

(3) The board of public education may order the 

superintendent of public instruction to withhold 

distribution of state equalization aid or order the county 

superintendent of schools to withhold county equalization 

money from a district when the district fails to: 

(a) submit reports or budgets as required by law or 

rules adopted by the board of public education: or 

(b) maintain accredited status. 

(4) Prior to any proposed order by the board of public 

education to withhold distribution of state equalization aid 

or county equalization money, the district is entitled to a 

contested case hearing before the board of public education, 

as provided under the Montana Administrative Procedure Act. 

(5) If a district or county receives more state 

equalization aid than it is entitled to, the county 

treasurer shall return the overpayment to the state upon the 

request of the superintendent of public instruction in the 

manner prescribed by the department of commerce. 

(6) {a) The first foundation program payment and 

guaranteed tax base aid payment must be based on an estimate 
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of 20% of the entitlement of each district or county and 

distributed by July 15 of the school fiscal year. 

(b) Each subsequent monthly payment must be at least 7% 

of the entitlement of each district or county." 

Section 7. Section 20-9-346, MCA, is amended to read: 

•20-9-346. Duties of the superintendent of public 

instruction for state equalization aid distribution. The 

superintendent of public instruction shall administer the 

distribution of the state equalization aid by: 

(1) establishing the annual entitlement of each 

district and county to state equalization aid, based on the 

data reported in the retirement and general fund budgets for 

each district that have been duly adopted for the current 

school fiscal year and verified by the superintendent of 

public instruction and by applying the verified data under 

the provisions of the state equalization aid allocation 

procedure prescribed in 20-9-347; 

{2) recommending to the board of public education the 

entitlement of all districts and counties to state 

equalization aid to enable the board of public education to 

order the distribution of state equalization aid and state 

advances for county equalization; 

(3) distributing by state warrant or electronic 

transfer the state equalization aid and state advances for 

county equalization, for each district or county entitled to 
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the aid, to the county treasurer of the respective county or 

county where the district is located, in accordance with the 

distribution ordered by the board of public education; 

(4) keeping a record ½n-hi~--off½ee of the full and 

complete data concerning money available for state 

equalization aid, state advances for county equalization, 

and the entitlements for state equalization aid of the 

districts of the state; 

(5) reporting to the 

estimated amount that 

equalization aid; and 

board 

will 

of public education the 

be available for state 

(6) reporting to both houses of the state legislature 

in any year when a session is convened: 

(a) the figures and data available in his office 

concerning distributions of state equalization aid during 

the preceding 2 school fiscal years: 

{b) the amount of state equalization aid then 

available; 

(c) the apportionment made of the available money but 

not yet iistributed; e~d 

(d) the latest estimate of accruals of money available 

for state equalization aid~ and 

(e) the amount of state advances and repayment for 

county equalization." 

Section 8. Section 20-9-347, MCA, is amended to read: 
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"20-9-347~ Formula for state equalization aid 

apportionment in support of foundation program -- state 

advances. (1) The superintendent of public instruction shall 

apportion the state equalization aid available for support 

of the foundation program, individually for the elementary 

districts of a county or the high school districts of a 

county, in accordance with 20-9-346 and on the basis of the 

following procedure: 

(a) Determine the percentage that 

available to all counties in the state in 

the total funds 

support of the 

foundation program (including the state money available for 

state equalization aid in support of the foundation program) 

is of the total amount of the foundation programs of all 

counties. 

(b) Determine the percentage that the total funds 

available in each county in support of the foundation 

programs in the county (excluding state money available for 

state equalization aid in support of the foundation program) 

is of the total amount of the foundation programs of all 

districts of the county. 

(c) Counties in which the percentage determined in 

subsection (l}(b) exceeds the percentage determined in 

subsection (l)(a) are not entitled to an apportionment of 

the state equalization aid in support of the foundation 

program, 
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(d) After elimination of the counties referred to in 

subsection (l)(c), determine the percentage that the total 

money available to all remaining counties in support of the 

foundation program (including the state money available for 

state equalization aid in support of the foundation program) 

is of the total amount of the foundation programs of all 

remaining counties. 

(e) Each district of each remaining county is entitled 

to an apportionment of the state equalization aid in support 

of the foundation program equal to the difference between 

11 the percentage determined in subsection (l)(d) and the 

12 percentage determined far the county in subsection (l)(b) 

13 multiplied by the foundation program amount for the 

14 district. 

15 

16 

(2) The superintendent of public instruction shall~ 

1!.l supply the county treasurer and the county 

17 superintendent with a report of the apportionments of state 

18 equalization aid in support of the foundation program of 

19 each district of the county, and the state equalization aid 

20 in support of the foundation program must be apportioned to 

21 the districts in accordance with the reportL 

22 (b) in the manner described in 20-9-344, provide for a 

23 state advance to each county in an amount that is no less 

24 than the amount anticipated to be raised for the basic 

25 county tax fund in 20-9-331 and the basic special tax fund 
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in 20-9-333. The county treasurer shall remit repayment for 

the state advances solely from the revenue available to the 

funds in 20-9-212(ll(a) and (l)(b). 

(c) adopt rules to implement the ,E_rovisions of 

subsection {2)(b).'' 

NEW SECTION. Section 9. Effective date. [This act] is 

effective July 1, 1991. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB0940, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to provide for a reliable cash flow to school districts by allowing state advances for revenue to be raised by county 
equalization levies; amending various sections, and providing an effective date 

ASSUMPTIONS: 
1. Short term interest rates are 7.71 percent in FY92 and 8.13 percent in FY93 as contained in HB0384. 
2. The state can sell TANS at 2 percent below the short term rate. 
3. As a result of advancing to the districts their county equalization funds the state can increase its issue of TANS by 

$40 million. These TANS are sold the first day of the fiscal year and retired the last. 
4. The net interest loss to the state of borrowing thru the issuance of TANS, advancing a portion to districts, and 

investing the remainder is $1,092,000 in FY92 and $1,193,000 in FY93. 
5. Districts invest the advanced funds at the short term interest rates received by the state. 
6. 22% of the additional interest earnings of districts are used to reduce state permissive GTB costs by $687,000 in FY92 

and $725,000 in FY93. 
7. State advances are made July 15, and the last day of each succeeding month in the minimum 7% amount allowed. 

FISCAL IMPACT: 
Office of Public Instruction: 

'92 FY '93 
Expenditures: Cu1;::i,:ent Law Proposed Law Differens,e Current Law f:t:ol!osed Law Difference 
School Foundation and GTB 393,797,000 393,110,000 (687,000) 393,325,000 392,600,000 (725,000) 
Funding: 
General Fund 102,511,000 101,824,000 (687,000) 129,831,000 129,106,000 (725,000) 
School Equalization (02) l9l,286,ooo 291,286,000 0 263 494,000 263,494,000 0 

Total funding 393,797,000 393,110,000 (687,000) 393,325,000 392,600,000 (725,000) 

Revenues: 
General Fund 562,288,000 561,196,000 (1,092,000) 579,601,000 578,408,000 (1,193,000) 

Net Iml!act: 
The net impact of this proposal on the general fund will be to reduce the fund balance by $405,000 in FY92 and $469,000 in 
FY93. 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES: 
School districts will receive county equalization funds sooner and as a result will earn additional interest earnings which 
may be used to the extent they are eligible to reduce their cost of permissive, permissive GTB, voted levies, or increase 

expendit~ C ~ 
..._ 1fC' 3-7-91 

ROD SUNDSTED, BUDGET DIRECTOR DATE DAVIDE. WANZENRIED, PRIMARY SPONSOR DATE 
Office of Budget and Program Planning 

Fiscal Note for HB0940 as introduced t!B '/'IP 
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HOUSE BILL NO. 940 

INTRODUCED BY WANZENRIED, PECK, JERGESON, B. BROWN, BIANCHI, 

KADAS, NATHE, HAMMOND, GRINDE 

BY REQUEST OF THE SUPERINTENDENT OF 

PUBLIC INSTRUCTION 

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR A 

RELIABLE CASH FLOW TO SCHOOL DISTRICTS BY ALLOWING STATE 

ADVANCES FOR REVENUE TO BE RAISED BY COUNTY EQUALIZATION 

LEVIES; AMENDING SECTIONS 20-9-212, 20-9-331, 20-9-333, 

20-9-334, 20-9-335, 20-9-344, 20-9-346, AND 20-9-347, MCA; 

12 AND PROVIDING AN EFFECTIVE DATE." 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the superintendent of public instruction is granted 

rulemaking authority in 20-9-347(2) to adopt rules with 

regard tc state advances to support the basic county tax and 

the basic special tax for county equalization for foundation 

program funding. The procedure is intended to ensure that 

the county equalization revenue is fully realized by school 

districts in a timely manner, regardless of delinquent or 

protested taxes. It is anticipated that the county 

superintendent of schools shall continue to calculate and 

report to the school dis~ricts the revenue generdted in 

~n, •~•l>fae cou=1 

1 

2 
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4 

5 

6 
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support of the elementary and high school basic county 

equalization levies for foundation program funding. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 20-9-212, MCA, is amended to read: 

"20-9-212. Duties of county treasurer. The county 

7 treasurer of each county shall: 

8 

9 

10 

11 

(1) receive and hold all school money subject to 

appottionment and keep a separate accounting of its 

apportionment to the several districts which are entitled to 

a portion of the money according to the appertionme~t~ 

12 o~de~ed--ey calculations of the county superintendent. A 

lJ separate accounting must be maintained for each county fund 

14 

15 

16 

17 

18 

19 

20 

o• d 

22 

23 

24 

25 

supported by a conntywide levy for a specific, authorized 

purpose, including: 

(a) the basic county tax in support of the elementary 

foundation programs; 

(b) the basic special tax for high schools in support 

of the high school foundation programs; 

(c) the county tax in support of the county's high 

school transportation obligation; 

{d) the county tax in support of the elementary and 

high school district retirement obligations; and 

(e) any other ,~ounty tax for schools, incl~ding the 

community colleges, which may be authorized by law and 

-2- HB 940 
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levied by the county commissioners; 

12) whenever requested, notify the county 

superintendent and the superintendent of public instruction 

of the amount of county school money on deposit in each of 

the funds enumerated in subsection (1) of this section and 

the amount of any other school money subject to 

apportionment and apportion the county and other school 

money to the districts in accordance with the apportionment 

ordered by the county superintendent; 

{3) keep a separate accounting of the expenditures for 

each budgeted fund included in the final budget of each 

district; 

(4) keep a 

expenditures, and 

separate accounting of the receipts, 

cash balances for each budgeted fund 

included in the final budget of each district and for each 

nonbudgeted fund established by each district; 

(5) except as otherwise limited by law, pay all 

warrants properly drawn on the county or district school 

money and properly endorsed by their holders; 

(6) receive all revenue collected by and for each 

district and deposit these receipts in the fund designated 

by law or by the district if no fund is designated by law. 

Interest and penalties on delinquent school taxes shall be 

credited to the same fund and distcict for which the 

original taxes were levied. 
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(7) send all revenue received for a joint district, 

part of which is situated in his county, to the county 

treasurer designated as the custodian of the revenue, no 

later than December 15 of each year and every 3 months 

thereafter until the end of the school fiscal year; 

(8) at the direction of the trustees of a district, 

assist the district in the issuance and sale of tax and 

revenue anticipation notes as provided in Title 7, chapter 

6, part 11; 

(9) register district warrants drawn on a budgeted fund 

in accordance with 7-6-2604 when there is insufficient money 

available in all funds of the district to make payment of 

the warrant. Redemption of registered warrants must be made 

in accordance with 7-6-2116, 7-6-2605, and 7-6-2606. 

(10) invest the money of any district as directed by the 

trustees of the district within 3 working days of the 

direction; 

(11) each month give to the trustees of each district an 

itemized report for each fund maintained by the district, 

showing the paid warrants, outstanding warrants, registered 

warrants, amounts and types of revenue received, and the 

cash balance; 

(12) remit promptly to the state treasurer receipts for 

the county tax for a vocational-technical center when levied 

by the board of county commissioners under the provisions of 

-4- HB 940 
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20-16-202; and 

(13) invest the money received from the basic county tax 

in support of the elementary foundation programs and the 

basic special tax in support of the high school foundation 

programs within 3 working days of receipt. The money must be 

invested until the working day before it is required to be 

distributed to school districts within the county or 

remitted to the state. Permissible investments are specified 

in 20-9-213(4). All investment income must be deposited, and 

credited proportionately, in the funds established to 

account for the taxes received for the purposes specified in 

subsections (l)(a) and (l)(b). 

(14) AFTER JULY 1, 1991, remit to the state treasurer, 

no later than January 5 and June 20 of the school fiscal 

year, the balance of the funds realized pursuant to 

subsections (l)(a) and (l)(b), including all interest 

earned, in repayment of a state advance for county 

equalization as prescribed in 20-9-347. Any funds in excess 

of a state advance must be used as required in 

20-9-33l(l)(b) and 20-9-333 (l)(a) and (l)(b)." 

Section 2. Section 20-9-331, MCA, is amended to read: 

"20-9-331. Basic county tax and other revenues for 

county equalization of the elementary district foundation 

program. (1) The county commissioners of each county shall 

levy an annual basic tax of 33 mills on the dollar of the 
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taxable value of all taxable property within the county, 

except for property subject to a tax or fee under 23-2-517, 

23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for 

the purposes of local and state foundation program support. 

The revenue collected from this levy must be apportioned to 

the support of the foundation programs of the elementary 

school districts in the county and to the state special 

revenue fund, state equalization aid account, in the 

following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the total of the foundation programs of all 

elementary districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to Einance-ehe 

di£fe~enee-~eeerm±ned-±n-~~b~eet±en--t¼ttat repay a state 

advance for county equalization, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

and each subsequent month thereafter, with any final 

remittance due no later than June 20 of the fiscal year for 

which the levy has been set. 

tet--ft--re~enue--fr~~-the-ba~±e-ie~y-pre~e~ibed-by-~~±~ 
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seet¼en-wften-eemBined-with-the-e~fter-revende-rrcm-sttbseet¼on 

t%t-¼s-¼nsa££ie¼ent-to-fa¼iy-£and-the-pereenta9e--determ¼ned 

in---z6-9-34Ttittbt--and--the--eoanty--is--eiigib¼e--£or--an 

appertionffleftt-ot-state-eqaa¼¼zat¼on-aid-aneer-the-pre¥½siene 

o£-z9-9-34Ttittet7-the-eeanty--saperintendent--shai¼--notify 

the--saperintendent-ef-pttb¼±e-instraet±en-er-tne-detieieney• 

~he-saperintendent-ef-pttb¼ie-instraetien-sftall-inerease--the 

9tate--eqtta±±aat½eft--aid--payments--to--the-distr±ets-in-tfte 

affeeted-eeHnty-te-e££set-the-de£ieieney.-A-payment-may--net 

he--mede-ander-this-sttMleetien-tet-that-a¼¼ows-a-distriet-te 

reeeiTe--£oandation--program--£ttndift~--in--exeeee---er---~he 

re~ndaeien-pre~ram-a1B01:Sn~-ef-~h~-d¼s~P~eeo 

(2) The revenue realized from the county 1 s portion of 

the levy prescribed by this section and the revenue from the 

following sources must be used far the equalization of the 

elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) the portion of the federal Taylor Grazing Act funds 

distributed to a county and designated for the common school 

fund under the provisions of 17-3-222; 

(b) the portion of the federal flood control act funds 

disttibuted to a county and designated for expenditure for 

the benefit of the county common schools under the 
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provisions of 17-3-232; 

(c) all money paid into the county treasury as a result 

of fines for violations of law, except money paid to a 

justice's court, and the use of which is not otherwise 

specified by law; 

(d) any money cemaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established or 

referred to in this section; 

(e) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

{f) gross proceeds taxes from coal under 15-23-703; 

(g) net proceeds taxes for interim production and new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

(h) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 3. Section 20-9-333, MCA, is amended to read: 

"20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program. (1) The county commissioners of each county shall 

-8- H13 940 
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levy an annual basic special tax for high schools of 22 

mills on the dollar of the taxable value of all taxable 

property within the county, except for property subject to a 

tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204r for the purposes of local and state 

foundation program support. The revenue collected from this 

levy must be apportioned to the support of the foundation 

programs of high school districts in the county and to the 

state special revenue fund, state equalization aid account, 

in the following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

13 estimated revenue identified in subsection (2) must be 

14 

15 

16 

17 

18 

19 

20 

21 

22 
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25 

subtracted from the sum of the county 1 s high school tuition 

obligation and the total of the foundation programs of all 

high school districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finsaee--~~e 

diiferenee--deterffl¼fted--tn--s~bseeeien--t¼ttst repay a state 

advance for county equalization, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the scate special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

and eac~ subsequent month thereafter, with ~n~· final 

remittance due no later than June 20 of the fiscal year fo~ 
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which the levy has been set. 

tet--r£-revenae-frem-Cfte-bas±e-¼evy-preseribed--by--chia 

seeete"-when-eembined-wiCh-tfte-eeher-reventte-£rem-9ttbseetion 

+rt--is-±nsttffie¼ent-to-ftti½y-£ttnd-the-pereentsqe-determ¼ned 

in--z8-9-34Ttlttbt--and--the--eottnt7--is--eli9ible--£or---an 

apportionment-ef-state-eqaa¼izetion-aid-ander-the-prev¼sions 

o£--z8-9-34Ttlttct,--the--eottnty-stt~erintendent-shall-noti£y 

the-sttperintendent-e£-pttb¼ie-±nstrtteeien-o£-the--defteie"ey. 

Tfte--sttperintende"t-et-pttb¼~e-instrttetion-sfte¼¼-inerease-ehe 

state-eqtta½izat±on-eid-payments--te--tfte--distriets--in--tfte 

affeeeed--eoanty-to-o££set-the-de£ieie"ey•-A-payment-ftlfty-not 

be-made-u"der-this-subseec¼en-tet-tnat-a¼¼ews-a-d±striet--co 

reeeive---£ottndat±en---proqram--£ttndinq--in--exeess--e£--tfte 

fettndation-progrsm-amottnt-of-tfte-diseriet~ 

(2) The revenue realized from the county's portion of 

the levy prescribed in this section and the revenue from the 

following sources must be used for the equalization of the 

high school district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer 1 s 

ac1·0unts for the various sources of revenue established in 

25 thts section; 
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(b) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(c) gross proceeds taxes from coal under 15-23-703; 

(d) net proceeds taxes for interim production and new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

(e) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 4. Section 20-9-334, MCA, is amended to read: 

"20-9-334. Apportiorment of county equalization moneys 

by county superintendent. The county superintendent shall 

separately apportion the re•enttes--depes¼eed---±n state 

advances for the basic county tax aceettn~ and the ~eYenues 

der,esited-¼n state advances for the basic special tax for 

high schools aeeottnt, as prescribed in 20-9-347, to the 

several districts of the county on a monthly basis. The 

apportionments shall be known as "county equalization 

moneys 11
• Before the revenues are apportioned, the county 

superintendent ma*es-~fte-men~h¼y-appe~~ienaenes,-"~ shall: 

(1) deduct from the revenues available in the basic 

county tax account the amount required for the month to pay 
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the county's obligation for elementary transportation 

reimbursements; and 

(2) deduct from the revenues available in the basic 

special tax for high schools account the amount required for 

the month to pay the county's obligation for high school 

out-of-county tuition.'' 

Section 5. Section 20-9-335, MCA, is amended to read: 

w20-9-335. Formula for eppe~~ieftmefte calculation of 

county equalization moneys. (1) After making ~uch deductions 

prescribed in 20-9-334r the county superintendent shall 

appe~~ien--~he--remainin~--amettn~--0£--meneys calculate and 

report county apportionment and revenue available in the 

basic county tax account to the seYe~a¼-pQb¼ie elementary 

school districts of the county and in the basic special tax 

for high schools account to the sewe~a¼ pttb¼¼e-seeendary 

high school districts of the county in proportion to their 

needs under the foundation program in accordance with the 

following procedure: 

{a) determine the percentage that the county 

equalization moneys available for the support of the 

foundation programs of the pttb¼ic elementary school 

districts in the county is of the total amount of the 

foundation programs of all 

districts; 

pab¼ie elementary school ----

lb) multiply the founda~ion program amount of each 
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pub¼¼e elementary school district by the percentage 

determined in subsection (l)(a) above to determine the 

portion of the county equalization moneys available to each 

~~b¼ie elementary school district. 

(2) The above procedure shall also be applied for 

pttb%~e-seeen~a~y high school districts. 

{3) Ne-~e~~*tory Territory situated within a county 

shaH may not be excluded from the a~~ert¼enment 

calculations of the county equalization moneys under this 

section solely because ~tteh the territory lies within the 

boundaries of a joint district. Cash balances to the credit 

of any district at the end of a school fiscal year sfta¼¼ ~ 

not be considered in the a~r,ert¼eMleftt procedure prescribed 

in this section. 

(4) The county equalization moneys apport±oned f.!P_Orted 

under these procedures ~ha¼¼-eenstit~te are the first source 

of revenue in calculating the financing of the pttb¼±e 

elementary and seeondary !l!s_h school district foundation 

program. The county superintendent shall use the 

~~portioMtent procedure prescribed in this section in 

computing the estimated revenues for the financing of the 

ensuing year's foundation program for budgeting purposes.'' 

Section 6. Section 20-9-344, MCA, is amended to read: 

"20-9-344. Purpose of state equalization aid and duties 

of the board of public education for distribution 
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conditions of first payment. (1) The money available for 

state equalization aid must be distributed and apportioned 

to provide an annual minimum operating revenue for the 

elementary and high schools in each county, exclusive of 

revenues required for debt service and for the payment of 

any costs and expense incurred in connection with any adult 

education program, recreation program, school food services 

program, new buildings and grounds, and transportation. 

(2) The board of public education shall administer and 

distribute the state equalization aid and state advances for 

county equalization in the manner and with the powers and 

duties provided by law. To this end, the board of public 

education shall: 

(a) adopt policies for regulating the distribution of 

state equalization aid in accordance with the provisions of 

law and in a manner that provides for 

county equalization and monthly 

state advances 

distribution to 

for 

each 

district of its foundation program amount and to each county 

and district distribution of its guaranteed tax base aid: 

(b) have the power to require reports from the county 

superintendents, budget boards, county treasurers, and 

trustees as it considers necessary; and 

(cl order the superintendent of public instruction to 

distribute the state equalizdtion aid on the basis ~f each 

district's annual entitlement to the aid as established by 
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the superintendent of public instruction. In ordering the 

distribution of state equalization aid, the board of public 

state education may not increase or decrease the 

equalization aid distribution to any district on account of 

any difference that may occur during the school fiscal year 

between budgeted and actual receipts from any other source 

of school revenue. 

(3) The 

superintendent 

board of public education may order the 

of public instruction to withhold 

distribution of state equalization aid or order the county 

superintendent of schools to withhold county equalization 

money from a district when the district fails to: 

(a) submit reports or budgets as required by law or 

rules adopted by the board of public education: or 

{b) maintain accredited status. 

(4) Prior to any proposed order by the board of public 

education to withhold distribution of state equalization aid 

or county equalization money, the district is entitled to a 

contested case hearing before the board of public education, 

as provided under the Montana Administrative Procedure Act. 

(5) If a district or county receives more state 

equalization aid than it is entitled to, the county 

treasurer shall return the overpayment to the state upon the 

request of the super-intendent of public instruction in the 

ma-nner prescribed by the department of commerce. 
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( 6) (a) The first foundation program payment and 

guaranteed tax base aid payment must be based on an estimate 

of 20\ of the entitlement of each district or county and 

distributed by July 15 of the school fiscal year. 

{b) Each subsequent monthly payment must be at least 7\ 

of the entitlement of each district or county." 

Section 7. section 20-9-346, MCA, is amended to read: 

•20-9-346. Duties of the superintendent of pub1ic 

instruction for state equalization aid distribution. The 

superintendent of public instruction shall administer the 

distribution of the state equalization aid by: 

(1) establishing the annual entitlement of each 

district and county to state equalization aid, based on the 

data reported in the retirement and general fund budgets for 

each district that have been duly adopted for the current 

school fiscal year and verified by the superintendent of 

public instruction and by applying the verified data under 

the provisions of the state equalization aid allocation 

procedure prescribed in 20-9-347; 

(2) recommending to the board of public education the 

entitlement of all districts and counties to state 

equalization aid to enable the board of public education to 

order the distribution of state equalization aid and sta-te. 

advances for count~µali~~io~; 

(3) distributing by state warrant or e-lectr-onic: 
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transfer the state equalization aid and state advances for 

county equalization, for each district or county entitled to 

the aid, to the county treasurer of the respective county or 

county where the district is located, in accordance with the 

distribution ordered by the board of public education; 

( 4) keeping a record ±n-h±s--ofE±ee of the full and 

complete data concerning money available for state 

equalization aid, state advances for county equalization, 

and the entitlements for state equalization aid of the 

districts of the state; 

(5) reporting to the board of public education the 

estimated amount that will be available for state 

equalization aid; and 

(6) reporting to both houses of the state legislature 

in any year when a session is convened: 

(a} the figures and data available in his office 

concerning distributions of state equalization aid during 

the preceding 2 school fiscal years; 

(b) the amount of state equalization aid then 

available; 

(c) the apportionment made of the available money but 

not yet distributed; ~"e 

{d) the latest estimate of accruals of money availabl~ 

for state equalization aid; and 

w the amount of state advances and~ment for 
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count~a_lization. 0 

Section 8. Section 20-9-347, MCA, is amended to read: 

•20-9-347. Formula for state equalization aid 

apportionment in support of foundation program -- state 

advances. {l) The superintendent of public instruction shall 

apportion the state equalization aid available for support 

of the foundation program, individually for the elementary 

districts of a county or the high school districts of a 

county, in accordance with 20-9-346 and on the basis of the 

following procedure: 

{a} Determine the percentage that the total funds 

available to all counties in the state in support of the 

foundation program (including the state money available for 

state equalization aid in support of the foundation program) 

is of the total amount of the foundation programs of all 

counties~ 

{b) Determine the percentage that the total funds 

available in each county in support of the foundation 

programs in the county {excluding state money available for 

state equalization aid in support of the foundation pr~gram) 

is of the total amount of the foundation programs of all 

districts of the ~aunty. 

(c) Counties in which the percentage determined in 

sL1bsectio11 (l)(b) exceeds the percentage deter~ined in 

subsection I l) I a) are not entitled to an apportionment of 
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the state equalization aid in support of the foundation 

program. 

(d} After elimination of the counties referred to in 

subsection {l)(c), determine the percentage that the total 

money available to all remaining counties in support of the 

foundation program (including the state money available for 

state equalization aid in support of the foundation program) 

is of the total amount of the foundation programs of all 

remaining counties. 

(e) Each district of each remaining county is entitled 

11 to an apportionment of the state equalization aid in support 

12 of the foundation program equal to the difference between 

13 the percentage determined in subsection (l)(d) and the 

14 percentage determined for the county in subsection (l)(b} 

15 multiplied by the foundation program amount for the 

16 district. 

17 

18 

I 2) 

ill 

The superintendent of public instruction shall~ 

supply the county treasurer and the county 

19 superintendent with a report of the apportionments of state 

20 equalization aid in support of the foundation program of 

21 each district of the county, and the state equalization aid 

22 in support of the foundation program must be apportioned to 

23 the districts in accordance with the reportL 

24 (b) in the manner described in 20-9-344, provide for a 

25 state advance to each count~ in an amount that is no less 
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than the amount anticipated to be raised for the basic 

county tax fund in 20-9-331 and the basic special tax fund 

in 20-9-333. The county treasurer shall remit repayment for 

the state advances solely from the revenue available to the 

funds in 20-9-212(l)(a) and (l)(b). 

{C) adopt rules to implement the .2rovisions of 

subsection (2J(b)." 

NEW SECTION. Section 9. Effective date. (This act] is 

effective July l, 1991. 

-End-
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1 BOUSE BILL NO. 940 

2 INTRODUCED BY WANJlENRIED, PECK, JERGESON, B. BRONN, BIANCIII, 

3 KADAS, NATHE, IIAMMOtlD, GRINDE 

4 BY REQUEST OF THE SUPERINTENDENT OF 

5 PUBLIC INSTRUCTION 

6 

7 A BILL FOR AN ACT ENTITLED: "AN AC? TO PROVIDE FOR A 

8 RELIABLE CASH FLOW TO SCHOOL DISTRICTS BY ALLOWING STATE 

9 ADVANCES FOR REVENUE TO BE RAISED BY COUNTY EQUALIZATION 

10 LEVIES; AMENDING SECTIONS 20-9-212, 20-9-331, 20-9-333, 

11 20-9-334, 20-9-33S, 20-9-344, 20-9-346, AND 20-9-347, MCA; 

12 AND PROVIDING AN EFFECTIVE DATE." 

13 

14 

15 

16 the 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

superintendent of public instruction is granted 

17 rulemaking authority in 20-9-347(2) to adopt rules with 

18 regard to state advances to support the basic county tax and 

19 the basic special tax for county equalization for foundation 

20 program funding. The procedure is intended to ensure that 

21 the county equalization revenue is fully realized by school 

22 districts in a timely manner, regardless of delinquent or 

23 

24 

25 

protested tazes. It is anticipated that the county 

superintendent of schools shall continue to calculate and 

report to the school districts the revenue generated in 

~--

BB 0940/02 

There are no changes in this bill, 
and will not be reprinted. Please 
refer to yellow copy for complete 
text. 
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BOOSE BILL NO. 940 

INTRODUCED BY IIANZENRIED, PECK, JERGESON, B. BROlfll, BIANCHI, 

KADAS, NATHE, BAJUIIOIID, GRINDE 

BY REQUEST OF TRE SUPERINTENDENT OF 

PUBLIC INSTRUCTION 

A BILL FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR A 

RELIABLE CASH FLOW TO SCHOOL DISTRICTS BY ALLOWING STATE 

ADVANCES FOR REVENUE TO BE RAISED BY COUNTY EQUALIZATION 

LEVIES; AMEIIDING SECTIONS 20-9-212, 20-9-331, 20-9-333, 

20-9-334, 20-9-335, 20-9-344, 20-9-346, AND 20-9-347, MCA; 

AND PROVIDING AN EFFECTIVE DATE." 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the superintendent of public instruction is granted 

rulemaking authority in 20-9-347(21 to adopt rules with 

regard to state advances to support the basic county tax and 

the basic special tax for county equalization for foundation 

program funding. The procedure is intended to ensure that 

the county equalization revenue is fully realized by school 

districts in a timely manner, regardless of delinquent or 

protested taxes. It is anticipated that the county 

superintendent of schools shall continue to calculate and 

report to the school districts the revenue generated in 
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support of the elementary and high school basic county 

equalization levies for foundation program funding. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 20-9-212, MCA, is amended to read: 

"20-9-212. Duties of county treasurer. The county 

treasurer of each county shall: 

(1) receive and hold all school money subject to 

apportionment and keep a separate accounting of its 

apportionment to the several districts vhich are entitled to 

a portion of the money according to the apper~¼onmen~s 

erdered--by calculations of the county superintendent. A 

separate accounting ■ust be maintained for each county fund 

supported by a countywide levy for a specific, authorized 

purpose, including: 

(a) the basic county tax in support of the elementary 

foundation programs; 

(b) the basic special tax for high schools in support 

of the high school foundation programs; 

(c} the county tax in support of the county's high 

school transportation obligation; 

(di the county tax in support of the elementary and 

high school district retirement obligations; and 

(e) any other county tax for schools, including the 

community colleges, which may be authorized by law and 
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levied by the county commissioners; 

(2) whenever requested, notify the county 

superintendent and the superintendent of public instruction 

of the amount of county school money on deposit in each of 

the funds enumerated in subsection (1) of this section and 

the amount of any other school money subject to 

apportionment and apportion the county and other school 

money to the districts in accordance with the apportionment 

ordered by the county superintendent; 

(3) keep a separate accounting of the expenditures for 

each budgeted fund included in the final budget of each 

district; 

(4) keep a separate accounting of the receipts, 

expenditures, and cash balances for each budgeted fund 

included i.n the final budget of each district and for each 

nonbudgeted fund established by each district; 

(5) except as otherwise limited by law, pay all 

warrants properly drawn on the county or district school 

money and properly endorsed by their holders; 

(6) receive all revenue collected by and for each 

district and deposit these receipts in the fund designated 

by law or by the district if no fund is designated by law. 

Interest and penalties on delinquent school taxes shall be 

credited to the same fund and district for which the 

original taxes were levied. 
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(7) send all revenue received for a joint district, 

part of which is situated in his county, to the county 

treasurer designated as the custodian of the revenue, no 

later than December 15 of each year and every ] months 

thereafter until the end of the school fiscal year; 

(8) at the direction of the trustees of a district, 

assist the district in the issuance and sale of tax and 

revenue anticipation notes as provided in Title 7, chapter 

6, part 11: 

(9) register district warrants drawn on a budgeted fund 

in accordance with 7-6-2604 when there is insufficient money 

available in all funds of the district to make payment of 

the warrant. Redemption of registered warrants must be made 

in accordance with 7-6-2116, 7-6-2605, and 7-6-2606. 

(10) invest the money of any district as directed by the 

trustees of the district within 3 working days of the 

direction; 

(11) each month give to the trustees of each district an 

itemized report for each fund maintained by the district, 

showing the paid warrants, outstanding warrants, registered 

warrants, amounts and types of revenue received, and the 

cash balance; 

(12) remit promptly to the state treasurer receipts for 

the county tax for a vocational-technical center when levied 

by the board of county commissioners under the provisions of 
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20-16-202; 4ftd 

(13) invest the money received from the basic county tax 

in support of the elementary foundation programs and the 

basic special tax in support of the high school foundation 

programs within 3 working days of receipt. The money must be 

invested until the working day before it is required to be 

distributed to school districts within the county or 

remitted to the state. Permissible investments are specified 

in 20-9-213(4). All investment income must be deposited, and 

credited proportionately, in the funds established to 

account for the taxes received for the purposes specified in 

subsections (l)(a) and (l)(b). 

{141 Al"TER JULY 1, l~9h r=it t~ ~state treasurer, 

no later than January 5 and June 20 of the school fiscal 

~a~!. the balance of the funds reall_zed ~rsuant to 

subsections ~ and (l)(b), including all interest 

earned.!. in re~ent of a state advance for county_ 

eg,ualization as prescribed in 20-9-347. Any funds in excess 

of a state advance m!cJst_ ~e !!_sed as required in 

20-9-J3l(l){bl and 20-9-333 (l)(al and (ll(b}." 

Section 2. Section 20-9-331, MCA, is amended to read: 

•20-9-331. Basic county tas and other revenues for 

county equalization of the eleaentary district foundation 

prograa. (1) The county commissioners of each county shall 

levy an annual basic tax of 33 mills on the dollar of the 
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taxable value of all taxable property within the county, 

except for property subject to a tax or fee under 23-2-517, 

23-2-803, 61-3-504(2), 61-3-521, 61-3-537, and 67-3-204, for 

the purposes of local and state foundation program support. 

The revenue collected from this levy must be apportioned to 

the support of the foundation programs of the elementary 

school districts in the county and to the state special 

revenue fund, state equalization aid account, in the 

following manner: 

la) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the total of the foundation programs of all 

elementary districts of the county. 

(bl If the basic levy prescribed by 

produces more revenue than is required 

d¼ifefenee-detef■ine4!-in-sttbseetien--t¼ttat 

this section 

to fitU!llftee-~he 

re~ _a_ state 

advance for county equalization, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, immediately upon occurrence of a surplus balance 

and each subsequent month thereafter, with any final 

remittance due no later than June 20 of the fiscal year for 

which the levy has been set. 

tet--½f--revenue--frem-the-baste-i~vy-prese~~bed-ey-~his 

-6- BB 940 



1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0940/02 

seet±en-wften-eea.bined-w¼th-Che-eeher-rewenne-frem-snbseeeian 

tit-is-iftsaffieieftt-te-faiiy-faftd-the-pereefttage--determined 

ift---i8-9-34~tlttbt--and--the--eeanty--is--eligible--fer--an 

apparCieft.llent-e£-aeaee-~e¼ita~ieft-aid-ttnder-~fte-pre•isiens 

ef-i8-9-34~tlttct7-the-ceaftty--saper¼ftteftdent--shaii--netify 

the--saper±n~endent-0£-pnb¼ic-inatraetion-oE-the-defieieney~ 

'Plle-saperiftteftdent-ef-pabi¼c-instractien-shali-increase--the 

state--e,:iaa¼ieati-eft--aid--payments--te--the-distriets-ift-the 

affeeted-eeaftty-te-effset-the-def¼e¼eneyT-A-pay~ent-1118y--net 

be---de-nnder-this-snbseetion-tet-that-a¼¼ews-a-distriet-to 

reee±•e--feandatien--pre9r---£andin9--in--exeess---ef---ehe 

feaftdatieft-pregraa-ameant-ef-the-d¼strietT 

(2) The revenue realized from the county's portion of 

the levy prescribed by this section and che revenue from the 

following sources must be used for the equalization of the 

elementary district foundation programs of the county as 

prescribed in 20-9-334, and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) the portion of the federal Taylor Grazing Act fur.ds 

distributed to a county and designated for the common school 

fund under the provisions of 17-3-222; 

(b) the portion of the federal flood control act funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools under the 
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provisions of 17-3-2321 

(c) all money paid into the county treasury as a result 

of fines for violations of 

justice's court, and the use 

specified by law; 

law, except money paid to a 

of which is not otherwise 

(d) any money remaining at the end of the illlllediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of revenue established or 

referred to in this section; 

(e) any federal or state money distributed to the 

county as payment in lieu of property taxation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213, 

(fl gross proceeds taxes from coal under 15-23-703: 

(g) net proceeds taxes for interim production and new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988: and 

(h) anticipated revenue from property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204." 

Section 3. section 20-9-333, MCA, is amended to read: 

"20-9-333. Basic special levy and other revenues for 

county equalization of high school district foundation 

program~ (1) The county commissioners of each county shall 
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ievy an annual basic special taz for high schools of 22 

mills on the dollar of the tazable value of all taxable 

property within the county, except for property subject to a 

tax or fee under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-537, and 67-3-204, for the purposes of local and state 

foundation program support. The revenue collected from this 

levy must be apportioned to the support of the foundation 

programa of high school districts in the county and to the 

state special revenue fund, state equalization aid account, 

in the following manner: 

(a) In order to determine the amount of revenue raised 

by this levy which is retained by the county, the sum of the 

estimated revenue identified in subsection (2) must be 

subtracted from the sum of the county's high school tuition 

obligation and the total of the foundation prograft\S of all 

high school districts of the county. 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to 

differenee--determined--in--stt~seet¼en--t½ttst 

ftnanee--the 

re2!Y_ a state 

advance for county equalization, the county treasurer shall 

remit the surplus funds to the state treasurer for deposit 

to the state special revenue fund, state equalization aid 

account, itmnediately upon occurrence of a surplus balance 

and each subsequent month thereafter, with any final 

remittance due no later than June 20 of the fiscal year for 
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which the levy has been set. 

tet--tf-re•entte-fr--the-llaeie-¼e•y-preser¼eed--by--th¼e 

see~ieft-when-eeabifted-with-~he-o~her-rewenue-froa-sahaee~ien 

tit--is-insttffieient-te-ftt¼ly-fttnd-the-pereentege-determ+ned 

in--i8-9-341t¼ttbt--and--the--eettnty--is--e¼igi~½e--fer---•n 

apper~¼en111eft~-of-9~ate-eq_tta¼isa~ten-e½d-ander-~he-pro•½sione 

ef--i8-9-341t½ttetT--the--eettnty-sttper½ntendent-ehe½½-net¼fy 

the-sttperintendent-ef-p..b½ie-inatruetien-ef-the--defie+eneyT 

'l'tle--ettperintendent-ef-pttb½½e-inetruet¼en-ella½¼-inereaae-the 

etete-eqae½+••tien-aid-peyaente--te--tll1!--dtatr¼eta--¼n--the 

affeete<i--eeunty-te-effeet-the-defieieftey~-A-peyment--y-net 

~e--de-ttnder-th¼s-aubeeetien-tet-that-e½½eve-e-d½striet--te 

reee½•e---feonde~ion---prOCJre•--fanding--¼ft--eweess--e!--~he 

feundet+en-pregraa-emettnt-ef-the-tl¼etrietr 

(2) The revenue realized from. the county's portion of 

the levy prescribed ln this section and the revenue from the 

following sources must be used for the equalization of the 

high school district foundation programs of the county as 

prescribed in 20-9-134# and a separate accounting must be 

kept of the revenue by the county treasurer in accordance 

with 20-9-212(1): 

(a) any money remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

accounts for the various sources of tevenue established in 

25 this section: 
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(b) any federal or state aoney distributed to the 

county as payment in lieu of property tazation, including 

federal forest reserve funds allocated under the provisions 

of 17-3-213; 

(c) gross proceeds taxes from coal under 15-23-703; 

td) net proceeds taxes for interim production and new 

production, as defined in 15-23-601, and local government 

severance taxes on any other production occurring after 

December 31, 1988; and 

te) anticipated revenue fro■ property taxes and fees 

imposed under 23-2-517, 23-2-803, 61-3-504(2), 61-3-521, 

61-3-S37, and 67-3-204." 

Section 4. Section 20-9-334, MCA, i~ amended to read: 

•zo-9-334. Apportio-nt of county equalization aoneys 

by county superintendent. The county superintendent shall 

separately apportion the re•enttes--~epesi~ed---½ft state 

advances for the basic county tax aeeettftt and the re•entte9 

depesi~ed-in state advances for the basic special tax far 

high schools aeeoant, as prescribed in 20-9-347, to the 

several districts of the county on a monthly basis. The 

apportionments shall be known as "county equalization 

moneys". Before the revenues are apportioned, the county 

superintendent 111Skes-~he-■en~hly-apper~ienmen~s7-he shall: 

(1) deduct from the revenues available in the basic 

county tax account the amount required for the month to pay 
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the county's obligation for elementary transportation 

reimbursements: and 

(2) deduct fro■ the revenues available in the basic 

special tax for high schools account the amount required fo~ 

the month to pay the county's obligation for high school 

out-of-county tuition." 

Section 5. Section 20-9-335, MCA, is amended to read: 

•zo-9-335. For■ula for al'l"'r~¼e..-n~ calculation ~f 

ccunty equalization .,....ys. (1) After making •uch deductions 

prescribed in 20-9-334, the county superintendent shall 

appor~ien--the--remainiMJ--a111ean~--af--110neys calculate and 

report county apportionment and revenue available in the 

basic county tax account to the se•ere¼-pa~¼¼e elementary 

school districts of the county and in the basic special tax 

for high schools account to the se•e~•¼ pablie-aeeondary 

high school districts of the county in proportion to their 

needs under the foundation program in accordance with the 

following procedure: 

(a) determine the percentage that the county 

equalization moneys available for the support of the 

foundation programs of the p,,~¼¼e elementary school 

districts in the county is of the total amount of the 

foundation programs of all pttb¼ie ele11entary school 

districts; 

(b) multiply the foundation program amount of each 
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pabi*e elementary ~ district by the percentage 

determined in subsection (l)(a) above to determine the 

portion of the county equalization moneys available to each 

p,tbiie elementary school district. 

(2) The above procedure shall also be applied for 

p,tbiie-aeeendary high school districts. 

(3) MO-terr*tery Territory situated within a county 

aha¼¼ -:Y not be excluded fro• the apper~¼etm.en~ 

calculations of the county equalization moneys under this 

section solely because stteh the territory lies within the 

boundaries of a joint district. Cash balances to the credit 

of any district at the end of a school fiscal year aha¼¼ !!!!:Y 

not be considered in the apportian■ent procedure prescribed 

in this section. 

(4) The county equalization moneys appertiened ~rted 

under these procedures eha¼¼-eeft&~i~ate !.!.!, the first source 

of revenue in calculating the financing of the pttb¼¼e 

eleaentary and aeeondary !!19.h school district foundation 

program. The county superintendent shall use the 

appert:¼onmene procedure prescribed in this section in 

coeputing the estimated revenues for the financing of the 

ensuing year'a foundation prograJll for budgeting purposes." 

Section 6. Section 20-9-344, MCA, is amended to read: 

"20-9-344. Purpose of state equalization aid and duties 

of the board of public education for distribution 
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conditions of first payaent. (l) The money available for 

state equalization aid must be distributed and apportioned 

to provide an annual minimum operating revenue for the 

elementary and high schools in each county, exclusive of 

revenues required for debt service and for the payment of 

any costs and expense incurred in connection with any adult 

education program, recreation program, school food services 

program, new buildings and grounds, and transportation. 

(2) The board of public education shall administer and 

distribute the state equalization aid and state advances for 

county equalization in the manner and with the powers and 

duties provided by law. To this end, the board of public 

education shall: 

(a) adopt policies for regulating the distribution of 

state equalization aid in accordance with the provisions of 

law and in a manner that provides for s_tate advances for 

county equalization and monthly distribution to each 

district of its foundation program amount and to each county 

and district distribution of its guaranteed tax base aid: 

(bl have the power to require reports from the county 

superintendents, budget boards, county treasurers, and 

trustees as it considers necessary: and 

(c) order the superintendent of public instruction to 

distribute the state equalization aid on the basis of eaeh 

district's annual entitlement to the aid as established by 
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the superintendent of public instruction. In ordering the 

distribution of state equalization aid, the board of public 

education aay not increase or decrease the state 

equalization aid distribution to any district on account of 

any difference that may occur during the school fiscal year 

between budgeted and actual receipts from any other source 

of school revenue. 

(3) The board 

of 

of public education 

public instruction 

may 

to 

order the 

withhold superintendent 

distribution of state equalization aid or order the county 

superintendent of schools to withhold county equalization 

aoney from a district when the district fails to: 

(a) subait reports or budgets as required by law or 

rules adopted by the board of public education; or 

(b) maintain accredited status. 

(4) Prior to any proposed order by the board of public 

education to withhold distribution of state equalization aid 

or county equalization money, the district is entitled to a 

contested case hearing before the board of public education, 

as provided under the Montana Administrative Procedure Act. 

CS) If a district or county receives more state 

equalization aid than it is entitled to, the county 

treasurer shall return the overpayment to the state upon the 

request of the superintendent of public instruction in the 

manner prescribed by the department of commerce. 
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(6) (a) The first foundation program payment and 

guaranteed tax base aid pay,oent must be baaed on an estimate 

of 201 of the entitlement of each district or county and 

distributed by July 15 of the school fiscal year. 

(b) Each subsequent monthly payment must be at least 71 

of the entitlement of each district or county." 

Section 7. Section 20-9-346, MCA, ia aaended to read: 

•20-9-346. Duties of the superintendent of public 

instruction for state equalisation aid distribution. Th• 

superintendent of public instruction shall adllinister the 

distribution of the state equalization aid by: 

(1) establishing the annual entitleaent of each 

district and county to state equalization aid, based on the 

data reported in the retirement and general fund budgets for 

each district that have been duly adopted for the current 

school fiscal year and verified by the superintendent of 

public instruction and by applying the verified data under 

the provisions of the state equalization aid allocation 

procedure prescribed in 20-9-347; 

(2) recommending to the board of public education the 

entitlement of all districts and counties to state 

equalization aid to enable the board of public education to 

order the distribution of state equalization aid and state 

advances for county equalization; 

(3} distributing by state warrant or electronic 
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transfer the state equalization aid and state advances for 

county equalization, for each district or county entitled to 

the aid, to the county treasurer of the respective county or 

county where the district is located, in accordance with the 

distribution ordered by the board of public education: 

( 4) keeping a record in-his--efEiee of the full and 

complete data concerning money available for state 

equalization aid, state advances for county equalization, 

and the entitlements for state equalization aid of the 

districts of the state; 

(5) reporting to the board of public education the 

estimated a1110unt that will be available for state 

equalization aid; and 

(6) reporting to both houses of the state legislature 

in any year when a session is convened: 

(a) the figures and data available in his office 

concerning distributions of state equalization aid during 

the preceding 2 school fiscal years; 

(b) the amount of 

available: 

state equalization aid then 

(c) the apportionment made of the available money but 

not yet distributed; a~d 

(d) the latest estimate of accruals of money available 

for state equalization aid; and 

ill the amount of state advances and repayment for 
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count.L..!9.Ualization." 

Section 8. section 20-9-347, MCA, is aaended to read: 

"20-9-347. Foraula for state equa1i•atlon aid 

apportionaent in support of foundation prograa -- state 

advances. (1) The superintendent of public instruction shall 

apportion the state equalization aid available for support 

of the foundation program, individually for the el@mentary 

districts of a county or the high school districts of a 

county, in accordance with 20-9-346 and on the basis of the 

following procedure: 

(a) Determine the percentage that the total funds 

available to all counties in the state in support of tbe 

foundation program (including the state money available for 

state equalization aid in support of the foundation progr-) 

is of the total amount of the foundation prograas of all 

counties. 

(b) Determine the percentage that the total funds 

available in each county in support of the foundation 

proqrantS in the county (excluding state money available for 

state equalization aid in support of the foundation program) 

is of the total amount of the foundation programs of all 

districts of the county. 

(c) Counties in which the percentage determined in 

subsection (l)(b) exceeds the percentage determined in 

subsection (l)(a) are not entitled to an apportionment of 
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the state equalization aid in support of the foundation 

prograa. 

(d) After eli■ination of the counties referred to in 

subsection (l)(c), deter■ine the percentage that the total 

money available to all remaining counties in support of the 

foundation prograa (including the state money available for 

state equalization aid in support of the foundation program) 

is of the total a■ount of the foundation programs of all 

reaaining counties. 

(e) Each district of each remaining county is entitled 

11 to an apportion■ent of the state equalization aid in support 

12 of the foundation program equal to the difference between 

13 the percentage determined in subsection (lJ(d) and the 

14 percentage detar■ined for tha county in subsection (l)(b) 

15 multiplied by the foundation program amount for the 

16 district. 

17 

18 

(2) The superintendent of public instruction shall~ 

1il supply the county treasurer and the county 

19 superintendent with a report of the appottionments of state 

20 equalization aid in support of the foundation program of 

21 each district of the county, and the state equalization aid 

22 in support of the foundation program must be apportioned to 

23 the districts in accordance with the reportL 

24 

25 

(b) in the manner described in 20-9-344, provide for a 

state advance to each cou~t~ in an amount that is no less 
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than the amount anticipated to be taised for the basic 

county tax fund in 20-9-331 and the basic special tax fund 

in 20-9-333. The county treasurer shall re■it repayment for 

the state advances solely from the revenue available to the 

funds in 20-9-212jl)(a) and (lJ(b). 

(c) adopt rules to iaple■ent the .2,rovisions of 

subsection (2)(bJ," 

NEW SECTION. Section 9. Bffective date. (This act) is 

effective July 1, 1991. 

-End-
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STAN STEPHENS 
GOVERNOR 

The Honorable Hal Harper 
Speaker of the House 
House of Representatives 
Capitol Station 
Helena, Montana 59620 

itatr of fflontana 
@ffirr of t~r Oiaurrnar 

i!;rlrna, dllantana 59620 
406-444-3 I 11 

April 24, 1991 

The Honorable Joseph P. Mazurek 
President 
Montana State Senate 
Capitol station 
Helena, Montana 59620 

Dear Speaker Harper and President Mazurek: 

In accordance with the power vested in me as Governor by the 
Constitution and laws of the State of Montana, I hereby veto the 
adoption of House Bill 940, "AN ACT TO PROVIDE FOR A RELIABLE 
CASH FLOW TO SCHOOL DISTRICTS BY ALLOWING STATE ADVANCES FOR 
REVENUE TO BE RAISED BY COUNTY EQUALIZATION LEVIES; AMENDING 
SECTIONS 20-9-212, 20-9-331, 20-9-333, 20-9-334, 20-9-335, 
20-9-344, 20-9-346, AND 20-9-347, MCA; AND PROVIDING AN EFFECTIVE 
DATE. 

House Bill 940 appears to facilitate school district cash 
flow. It is bad business practice for schools and for the state 
of Montana. I have been advised by the Office of Budget and 
Program Planning and numerous legislators, that the arbitrage 
plan would, indeed, have a cost. Using money earmarked for the 
education of our children to fund an ill-conceived investment 
plan is not a sound business practice nor good public policy. 

School district cash flows have historically been protected 
by cash reserve accounts. Recent changes to accelerate state 
payments have increased that protection. With these changes and 
reasonable planning, school district officials have the 
mechanisms to avoid the problem this bill purports to solve. 

I cannot risk the financial integrity of our school 
financing system to resolve an issue that has not been 
demonstrated to be a significant public policy issue. 

I therefore veto House Bill 940. 

sttyw#;_ 
STAN STEPHENS 
Governor 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HBO941, as introduceQ. 

DESCRIPTION_OF PROPOSED LEGISLATION: 

An act allowing members of the Sheriffs' Retirement System to purchase an additional year of service for every 5 years of 
creditable service; limiting the combined purchase of service to 5 years. 

b_SSUMP_UONS: 

1. Members of the Sheriff's Retirement System (SRS) would be eligible to purchase an additional year of service for each 
five years of creditable service, up to a combined maximum purchase of five years of service. This service purchased 
will be used for reaching retirement eligibility and for calculating the retirement benefit. 

2. Since the bill provides that the member will pay the total actuarial cost of purchasing the service, there will be no 
actuarial cost to the retirement system. Each individual member will pay the entire cost of his/her increased benefit 
(which will be more than the total employer and employee contribution rate) and no increased contributions will be 
required from employers or other employees. Therefore, there is no financial impact to the state or to local government 
(county) employers. 

3. While SRS pension trust fund revenues will increase by amounts paid to purchase this service and pension benefits paid 
out will increase because of the service purchased, the actual impact during the next biennium can not be estimated at 
this time. The cost of purchasing each year of service under this legislation will be significant and it is not 
expected that more than a few members will actually purchase the service. 

FI_S___CA_L_ IMPACT: 

None. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 

Since the member must pay the full actuarial cost of providing the benefit enhancement, few members are expected to take 
advantage of this proposal. 
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A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING MEMBERS OF THE 

SHERIFFS' RETIREMENT SYSTEM TO PURCHASE AN ADDITIONAL YEAR 

OF SERVICE FOR EVERY 5 YEARS OF CREDITABLE SERVICE; LIMITING 

THE COMBINED PURCHASE OF SERVICE TO 5 YEARS; AMENDING 

SECTION 19-7-310, MCA; AND PROVIDING AN EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

NEW SECTION. Section 1. Election to purchase 

additional service. (1) Except as provided in subsection 

{6), at any time before retirement, a member may make a 

written election with the board to purchase l additional 

year of service for every 5 years of creditable service. 

(2) Service purchased under this section must be 

credited for the purpose of meeting retirement eligibility 

and for calculating retirement benefits. 

(3) To qualify this service, a member shall: 

{a) make a written election with the board to qualify 

the service; and 

(b) contribute to the retirement fund the actuarial 

cost of granting the service in the sheriffs' retirement 

system, as determined by the board, bdsed on: 

(i) the member"s compensation fur the 12 months 
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immediately preceding the date of his election to cover the 

service under the sheriffs' retirement system; and 

(ii) the total contribution rate in effect at the time 

the service is purchased. 

(4) contributions to qualify service under this section 

may be made in a lump-sum payment or in installments as 

agreed upon by the member and the board. Payments must be 

completed prior to retirement. 

(5) Service qualified under this section may not be: 

(a) credited in any other retirement system under Title 

19; or 

(b) used to qualify for the purchase of military 

service under 19-7-310. 

(6) The combined total of additional years of service 

purchased under the provisions of 19-7-310 and this section 

may not exceed 5 years. 

Section 2. Section 19-7-310, MCA, is amended to read: 

"19-7-310. Election to qualify previous military 

service. {l) A member with 15 years or more of service may, 

at any time prior to his retirement, make a written election 

with the board to qualify all or any portion of his active 

service in the armed forces of the United States for the 

purpose of calculating retirement benefits 1 up to a maximum 

,,t ~ y~ars, except as provided in s_ubse~~i_.2_n _(3), ~f he is 

Ih.)t otherwise eligible to receive cred~t. To qualify 
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military service, he must contribute to the account the 

actuarial cost of granting the service, to be determined by 

the board based on his compensation and normal contribution 

rate as of his 16th year and as many succeeding years as are 

required to qualify this service, plus accrued interest. 

Interest accrues from the date on which the member has 

completed the number of service years in excess of 15 needed 

to qualify the military service to the date he contributes. 

9 He may not qualify more of his military service than he has 

10 service in the sheriffs' retirement system in excess of 15 

11 years. Military service purchased under this section may not 

12 be used in determining eligibility for a service retirement. 

13 (2) If a member has retired from active duty in the 

14 armed forces of the United States with normal service 

15 retirement benefits, he may not qualify his military service 

16 under subsection (1). However, a member who is serving or 

17 has served in the military reserves with the expectation of 

18 receiving a military service pension may qualify his active 

19 military service under subsection (1) if his active duty in 

20 the armed forces of the United States is not more than 25\ 

21 of the total of all his years of military service, including 

22 reserve and active duty time. 

23 (3) The combined total purchase of additional years of 

24 service under the provisions of [section 1] and this section 

25 may not exceed 5 years." 
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NEW SECTION. Section 3. Codification instruction. 

[Section 1] is intended to be codified as an integral part 

of Title 19, chapter 7, part 3, and the provisions of Title 

19, chapter 7, part 3, apply to [section l]. 

NEW SECTION. Section 4. Effective date. [This act) is 

effective July 1, 1991. 

-End-
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A BILL FDR AN ACT ENTITLED: "AN ACT ALLOWING MEMBERS OF THE 

SHERIFFS' RETIREMENT SYSTEM TO PURCHASE AN ADDITIONAL YEAR 

OF SERVICE FOR EVERY 5 YEARS OF CREDITABLE SERVICE; LIMITING 

THE COMBINED PURCHASE OF SERVICE TO 5 YEARS; AMENDING 

SECTION 19-7-310, MCAr AND PROVIDING AN EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

NEW SECTION. Sec1lon ,. Election to pur-chase 

additional service. (1) Except as provided in subsection 

(6), at any time before retirement, a member may make a 

written election with the board to purchase 1 additional 

year of service for every 5 years of creditable service. 

(2) Service purchased under this section must be 

credited for the purpose of meeting retirement eligibility 

and for calculating retirement benefits. 

(3) To qualify this service, a member shall: 

(aJ make a written election with the board to qualify 

the service; and 

(b) contribute to the retirement fund the actuarial 

cost of granting the service in the sheriffs' retirement 

system, as determined by the board, based on: 

(i) the member's compensation for the 12 months 

~ ... ,_..,,_<_ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0680/01 

immediately preceding the date of his election to cover the 

service under the sheriffs' retirement system: and 

(ii) the total contribution rate in effect at the time 

the service is purchased. 

(4) Contributions to qualify service under this section 

may be made in a lump-sum payment or in installments as 

agreed upon by the member and the board. Payments must be 

completed prior to retirement. 

(5) Service qualified under this section may not be: 

(a) credited in any other retirement system under Title 

19: or 

(b) used to qualify for the purchase of military 

service under 19-7-310. 

(6) The combined total of additional years of service 

purchased under the provisions of 19-7-310 and this section 

may not exceed 5 years. 

Section 2. Section 19-7-310, MCA, is amended to read: 

•19-7-310. Election to qualify previous ailitary 

service. (l) A member with 15 years or more of service may, 

at any time prior to his retirement, make a written election 

with the ~ard to qualify all or any portion of his active 

service in the armed forces of the United States for the 

purpose of calculating retirement benefits, up to a maximum 

of 5 yedcs, except a~-----2_rovided in subsection (3), if he is 

not otherwise eligible to receive credit. To qualify 
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military service, he must contribute to the account the 

actuarial cost of granting the service, to be determined by 

the board based on his compensation and normal contribution 

rate as of his 16th year and as many succeeding years as are 

required to qualify this service, plus accrued interest. 

Interest accrues from the date on which the member has 

completed the number of service years in excess of 15 needed 

8 to qualify the military service to the date he contributes. 

9 He may not qualify more of his military service than he has 

10 service in the sheriffs' retirement system in excess of 15 

11 years. Military service purchased under this section may not 

12 be used in determining eligibility for a service retirement. 

13 (2) If a member has retired from active duty in the 

14 armed forces of the United States with normal service 

15 retirement benefits, he may not qualify his military service 

16 under subsection (1). However, a member who is serving or 

17 has served in the military reserves with the expectation of 

18 receiving a military service pension may qualify his active 

19 military service under subsection (l} if his active duty in 

20 the arme,d forces of the United States is not more than 25\ 

21 of the total of all his years of military service, including 

22 reserve and active duty time. 

23 (3) The combined total purchase of additional years of 

24 service under the provisions cf [section 1] and this sectio~ 

25 may not exceed 5 years." 
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NEW SECTION. Section 3. Codification instruction. 

[Section 1) is intended to be codified as an integral part 

of Title 19, chapter 7, part 3, and the provisions of Title 

19, chapter 7, part 3, apply to [section l). 

NEW SECTION. Section 4. Effective date. [This act] 

effective July l, 1991. 

-End-
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HOUSE BILL NO. 941 

INTRODUCED BY BENEDICT, D. BROWN, SQUIRES, STRIZICH 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING MEMBERS OF THE 

SHERIFFS' RETIREMENT SYSTEM TO PURCHASE AN ADDITIONAL YEAR 

OF SERVICE FOR EVERY 5 YEARS OF CREDITABLE SERVICE; LIMITING 

THE COMBINED PURCHASE OF SERVICE TO 5 YEARS; AMENDING 

SECTION 19-7-310, MCA; AND PROVIDING AN EFFECTIVE DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STA'rE OF MONTANA: 

NEW SECTION. Section 1. Election to purchase 

additional service. (1) Except as provided in subsection 

(6), at any time before retirement, a member may make a 

written election with the board to purchase 1 additional 

year of service for every 5 years of creditable service. 

(2) Service purchased under this section must be 

credited for the purpose of meeting retirement eligibility 

and for calculating retirement benefits. 

(3) To qualify this service, a member shall: 

(a) make a written election with the board to qualify 

the service; and 

(b) contribute to the retirement fund the actuarial 

cost of granting the service in the sheriffs 1 retirement 

system, as determined by the board, based on: 

(i) the member's compensation for the 12 months 
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immediately preceding the date of his election to cover the 

service under the sheriffs 1 retirement system; and 

(ii) the total contribution rate in effect at the time 

the service is purchased. 

(4) Contributions to qualify service under this section 

nay be made in a lump-sum payment or in installments as 

agreed upon by the member and the board. Payments must be 

completed prior to retirement. 

(5) Service qualified under this section may r.ot be: 

ta) credited in any other retirement system under Title 

19; or 

(b) used to qualify for the purchase of military 

service under 19-7-310. 

(6) The combined total of additional years of service 

purchased under the provisions of 19-7-310 and this section 

may not exceed 5 years. 

Section 2. Section 19-7-310, MCA, is amended to read: 

"19-7-310. Election to qualify previous military 

service. (1) A member with 15 years or more of service may, 

at any time prior to his retirement, make a written election 

with the board to qualify all or any portion of his active 

service in the armed forces of the United States for the 

purpose of calculating retirement benefits, up to a maximum 

of 5 years, except as provided in subsection (3), if he is 

not otherwise eligible to receive credit. To qualify 
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military service, he must contribute to the account the 

actuarial cost r,f granting the service, to be determined by 

the board based on his compensation and normal contribution 

rate as of his 16th year and as many succeeding years as are 

required to qualify this service, plus accrued interest. 

Interest accrues from the date on which the member has 

completed the number of service years in excess of 15 needed 

to qualify the military service to the date he contributes. 

He may not qualify more of his military service than he has 

service in the sheriffs' retirement system in excess of 15 

years. Military service purchased under this section may not 

12 be used in determining eligibility for a service retirement. 

13 (2) If a member has retired from active duty in the 

14 armed forces of the United States with normal service 

15 retirement benefits, he may not qualify his military service 

16 under subsection (1). However, a member who is serving or 

17 has served in the military reserves with the expectation of 

18 receiving a military service pension may qualify his active 

19 
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25 

military service under subsection (1) if his active duty in 

the armed forces of the United States is not more than 25% 

of the total of all his years of military service, including 

reserve and active duty time. 

(3) The combined total purchase of additional years of 

service under the p~ov1sions of [section l] and this section 

may not exceed 5 years.'' 
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NEW SECTION. Section 3. Codification instruction. 

[Section 1] is intended to be codified as an integral part 

of Title 19, chapter 7, part 3, and the provisions of Title 

19, chapter 7, part 3, apply to (section l]. 

NEW SECTION. Section 4. Effective date. [This act] is 

6 effective July 1, 1991. 

-End-
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