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INTRODUCED BY d!j:! ''[£;.:~~~ 
A BILL FOR AN ACT ENTITLED: •AN ACT TO CREATE A STATE 

RESERVE FUND THAT WILL PROVIDE INTEREST-FREE FUNDS TO SCHOOL 

DISTRICTS FOR CAPITAL OUTLAY; TO ALLOCATE A PORTION OF THE 

PROCEEDS OF THE COAL SEVERANCE TAX AS FUNDING FOR THE STATE 

RESERVE FUND; AMENDING SECTIONS 15-35-108, 2D-9-406, 

2D-9-41D, AND 20-9-421 THROUGH 20-9-lt28, MCA.• 

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

NEW SECTlDH£ Section 1. Purpose and definition 0~ 

capital outlay reserve fund. (1) A state reserve ~und ~or 

capital outlay, herea~ter referred to as the reserve, is 

created for the purpose of providing the ele•entary and high 

school districts of the state with Interest-free funds for 

capital outlay. Funds fro• the reserve shall be used to: 

(a) sell general obligation bonds for the capital 

outlay needs of the school districts; 

(b) pay for the Interest incurred by the sale of such 

bonds; 

(c) assume responsibility for the retire•ent of all 

interest due on outstanding bonded indebtedness incurred by 

all school districts prior to ~iscal year 1980-81. 

(2) All other funds re•aining in the reserve shall be 
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invested. 

NEW SECTION. Section 2. Creation o~ ~unds. The funding 

source for the state reserve fund for capital outlay shall 

be by allocation of a portion of the proceeds of the coal 

severance tax as provided in 15-35-108(2}(JI• 

NEW SECTION. Section 3. Financial obligations of the 

reserve. (1) The state shall assu.a i••ediate responsibility 

for the retire•ent of all interest due on outstanding bonded 

indebtedness incurred by the elementary and high school 

districts prior to fiscal year 198o-8I. However, a school 

district •ay continue to finance capital outlay by issuing 

its own bonds, but the state •ay not be obligated to retire 

any interest due on such bonded indebtedness. 

(2) A •axi•um of $10 •illlon In general obligation 

bonds •ay be sold each year to provide for the capital 

outlay needs of the elementary and high school districts. 

Interest incurred by the sale of such bonds shall be paid 

from the reserve fund. 

(3) If reserve funds are available, a minlau• of sa 

million shall be made available to the school districts with 

approved applications for capital outlay ~unds. 

(41 All re•alning funds shall be invested by the state 

in accordance with state invest•ent policy, and all interest 

accrued for such invest•ent shall become a part of the 

reserve. 
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~~W-S~Ileaa Section lt. limitations of the reserve 

fund. (1) The Maxi•um amount of funds in the reserve may not 

exceed $35 Million. Reserve funds in excess of such amount 

shall be deposited to the earmarked revenue fund, state 

equalization aid account, for the support of the school 

foundation program. 

(2) Total bonded indebtedness of the reserve may not 

exceed $70 •illion. 

~EH SEtiiON. Section 5. Limitations for receipt of 

funds by the school districts. {1) A school district May not 

receive any funds from the reserve for any purpose other 

than capital outlay. 

(2) A school district may not receive any funds in 

excess of the limitations on bonded indebtedness as defined 

in 20-9-406 and 20-9-407. 

(3) A school district is not eligible to receive funds 

fro• the reserve unless the receipt and repayment of such 

funds has been authorized by the qualified electors of the 

district at an election called for the purpose of 

considering a proposition to receive and repay such funds in 

accordance ~ith this section and (sections & and 7]. 

{It) A school district may not receive any funds from 

the reserve unless an application for funds has been 

approved by the office of the superintendent of public 

Instruction. 
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~~tiiON. Section 6. Rules and criteria to be 

provided by the office of 

Instruction. The office 

the superintendent of public 

of the superintendent of public 

instruction shall provide written rules that establish 

procedures to be followed and the criteria to be met by the 

school districts for the receipt of funds from the reserve. 

In the event that the applications for funds exceed the 

amount of reserve funds available In any fiscal year, the 

office of the superintendent of public Instruction may 

determine who shall receive the available funds. 

Nfti SECTION• Section 1. Repay•ent of reserve funds by 

the school districts. {1) A school district shall repay to 

the reserve all of the funds received for the purpose of 

capital outlay within 30 years by levying no more than 10 

mills per year on all of the taxable property of the school 

district, or the school district may repay the reserve 

within 10 years by levying no ~ore than 5 mills per year. 

(2) If repayment by a combined elementary and high 

school district is to be made, then a maximum of 12 mills 

may be levied each year for a period not to exceed 30 years. 

(3) If a school district Is unable to repay all of the 

funds owed to the reserve within 30 years, the reserve fund 

will retire the remaining debt owed. The office of the 

superintendent of public instruction shall establish 

criteria for determining whether a school district will be 

-4-
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financially able to retire the full a.aunt of debt within 30 

years; such deter•ination .ust be •ade prior to approval of 

the school district's application for funds. 

Section a. Section 15-35-108, MCAo is a~ended to read: 

•15-35-108. Disposal of severance taxes. Severance 

taxes collected under the provisions of this chapter are 

allocated as follows: 

(1) To the trust fund created by Article IX, section 5, 

of the Montana constitution, 25% of total collections a 

year. After December 31, 1979o 50% of coal severance tax 

collections are allocated to this trust fund. The trust fund 

moneys shall be deposited in the fund established under 

17-6-203(5) and invested by the board of investments as 

provided by law. 

{21 Coal severance tax collections remaining after 

allocation to the trust fund under subsection {1} are 

allocated in the following percentages of the remaining 

balance: 

{a) to the county in which coal is mined, 2% of the 

severance tax paid on the coal mined In that county until 

January lo 1980, for such purposes as the governing body of 

the county Eay determine; 

(b) 2 1/21 until December 31, 1979, and thereafter 5% 

to the earmarked revenue fund to the credit of the 

alternative energy research developEent and de•onstration 
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account; 

(c) 26 1/2% until July 1, 1979, and thereafter 37 1/2% 

to the earmarked revenue fund to the credit of the local 

i•pact and education trust fund account; • 
(d) for each of the 2 fiscal years following June 30, 

1977, 13% to the earmarked revenue fund to the credit of the 

coal area highway improve.ent account; 

(e) lOt to the ear•arked revenue fund tor state 

equalization aid to public schools of the state; 

(f) 1% to the earmarked revenue fund to the credit of 

the county land planning account; 

(g) 2 1/Zt to the sinking fund to the credit of the 

renewable resource developaent bond account; 

(h) 5% to the earmarked revenue fund to the credit of a 

trust fund for the purpose of parks acquisition or 

management, protection of works of art in the state capitol, 

and other cultural and aesthetic projects. Income from this 

trust fund shall be appropriated as follows: 

(i) 1/3 for protection of works of art in the state 

capitol and other cultural and aesthetic projects; and 

(ii) 2/3 for the acquisition of sites and areas 

described in 23-1-102 and the operation and •aintenance of 

sites so acquired; 

til 1% to the earmarked revenue fund to the credit of 

the state library commission for the purposes of providing 

-6- f/8 312 
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basic library services for the residents of all counties 

through 1 ibrary federations and for payment of the costs of 

participating in regional and national networking; 

JJ) 201 tg the state reserve fund fgr capjtal outlay 

titl.U all other revenues from severance taxes 

collected under the provisions of this chapter to the credit 

of the general fund of the state.• 

Section 9. Section 20-9-lt06, ~CAo is amended to read: 

"20-9-406. Limitations on amount of bond issue. (1) The 

maximum amount for which each school district may become 

indebted by the issuance of bonds, inclyd!ng bgods issyed 

from the state rg$erve fund and including all indebtedness 

represented by outstanding bonds of previous Issues and 

registered warrants, is 29% of the taxable value of the 

property subject to taxation as ascertaIned by troe 1 ast 

completed assessment for state, county, and school taxes 

previous to the incurring of such indebtedness. The 29% 

maximum, however, may not pertain to Indebtedness imposed by 

special lmprove.ent district obligations or assessments 

against the school district. All bonds issued in excess of 

such amount shall be null and void, except as provided In 

this section. 

(2) When the total indebtedness of a school district 

has reached the 29% limitation prescribed in this section, 
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the school district may pay all reasonable and necessary 

expenses of the school district on a cash basis In 

accordance with the financial administration provisions of 

this chapter • 

(3) Whenever bonds are issued for the purpose of 

refunding bonds, any moneys to the credit of the debt 

service fund for the payment of the bonds to be refunded are 

applied towards the payment of such bonds and the refunding 

bond issue is decreased accordingly.• 

Section 10. Section 20-9-It10o MCAt is amended to read: 

•20-9-410. limitation of term and interest timing 

for redemption. Sene~+~+e~-b~s ijonds i$SUed by scbool 

~£~ shall not be issued for a ter• longer than 20 

years, except that bonds issued to refund or redee~ 

outstanding bonds shall not be issued for a term longer than 

10 years unless the unexpired term of the bonds to be 

refunded or redee.ed Is in excess of 10 years, in which case 

• the refunding or redeeming bonds may be issued for such 

unexpired ter•• All bonds issued for a longer term than 5 

years shall be redee•able at the option of the school 

district on any interest payaent date after one-half of the 

ter• for which they were issued has expired, and it shall be 

so stated on the face of the bonds. The interest shall not 

exceed 7% per annu• and shall be payable se•iannually.• 

Section 11. Section 20-9-421, HCA, is amended to read: 

-8-
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•2o-9-lt21• Election to authorize the Issuance of school 

district bonds and the .ethods of introduction. A school 

district or the state shall not issue bonds for any purpose 

other than that provided in 20-9-lt12 unless the issuance of 

bonds gr the receipt and rep§¥ment gf state reserve -fun45 

has been authOrized by the qualified electors of the school 

district at an election called for the purpose of 

considering a proposition to issue such bonds or to receive 

or repay such funds. A school district bond election Q£ 

receiot and repayment el~ shall be 

resolution as prescribed under the provisions 

when: 

called by a 

of 2o-zo-201 

(1) the trustees, of their own volition, adopt a 

resolution to that effect; or 

(2) the trustees have received a petition which asks 

that an election be held to consider a bond QL_r~~P1-2Dd 

proposition and which has been validated under the 

provisions of 20-9-lt25.• 

Section 12. Section 2D-9-It22, MCA 9 is a~ended to read: 

•20-9-422. Additional requirements for trustees' 

resolution calling bond or recejpt and repayment election. 

In addition to the requirements for calling an election that 

are prescribed in 2o-20-201 and 20-20-203, the trustees• 

resolution calling a school district band election shall: 

(1) fix the exact amount of the bonds proposed to be 
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issued Q£__tbe amguot gf funds to be received and repaid• 

which may be more or less than the amounts estimated in a 

petition; 

(ZJ fix the maximum nu•ber of years in which the 

proposed bonds gr reserve fupds would be paid; and 

[3) in the case of Initiation by a petition, state the 

essential facts about the petition and its presentation.• 

Section 13· Section 2D-9-It23, MCA, is aaended to read: 

•zo-9-lt23. Form, contents, and circularization of 

petition proposing school district 

~~ election. Any petition for 

bond 

the 

gr receipt and 

calling of an 

election on the proposition of Issuing school district bonds 

gr go tbe receipt apd repay•ent of state reserve funds 

shall: 

(l) plainly state each purpose of the proposed bond 

issue or receipt gf reserve funds and the esti•ated aeount 

of the bonds gr reserve funds that would be Issued OL 

received for each purpose; 

(2) be signed by not less than 201 of the school 

district electors qualified to vote under the provisions of 

2D-20-301 in order to constitute a valid petition; 

(3) be a single petition or it •ay be composed of acre 

than one petition, all being identical in for•• and after 

being circulated and signed, they shall be fastened together 

to form a single petition when submitted to the county 

-10- HB 3/:L 
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registrar; 

(~) be circulated by any one or more qualified electors 

of the school district; and 

(5) contain an affidavit of each registered elector 

circulating a petition attached to the portion of the 

petition he circulated. Such affidavit shall attest to the 

authenticity of the signatures and that the signers knew the 

contents of the petition at the time of signing it.• 

Section 1~. Section 20-9-~2~, MCA, is amended to read: 

•20-9-~2~. Validation of petition -- election 

adMinistrator's certificate. (1) The petitioners for a 

school district bond or recejpt and repaxaeot gf reserye 

fund election shall submit their petition to the county 

election administrator of the county where the school 

district Is located for validation of the signatures on the 

petition. The county election administrator shall examine 

the petition and attach or endorse thereon a certificate 

which shall state: 

(a) the total number of electors of the school district 

who are, at the tlmeo qualified to vote under the provisions 

of 20-20-301; 

(b) which and how aany of the Individuals whose na.es 

are subscribed to the petition possess the qualifications to 

vote on a bond or recejpt and repaxaeot proposition; and 

(c) whether the number of qualified signers established 
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In subsection (l)(b) Is more or less than 20% of the total 

number of 

(l)(a). 

(2) 

registered electors 

After COIIIpleting the 

establ i shed in subsection 

examination, the county 

election administrator shall imaedlately send the petition 

and his certificate to the schooJ district. The county 

election administrator shall not receive compensation for 

the examination of school district bond or recejpt and 

L~paxment petitions.• 

Section 15. Section 20-9-425, MCA, is amended to read: 

•20-9-~25. Trustees• consideration of validated 

petition proposing receipt and cegaxmept_ac bond election• 

When a school district receives a school district bond QL 

~elpt_and_regaxment petition from the county registrar. a 

meeting of the trustees shall be called for the 

consideration of the petition. The trustees shall be the 

judges of the adequacy of the petition• and their findings 

shall be conclusive against the school district in favor of 

the innocent holder of bonds issued pursuant to the election 

called and held by reason of the presentation of such 

petition. The petition shall be valid if the trustees find 

that it is in proper form and bears the signatures of not 

less than 20% of the school district electors who are 

qualified to vote under the provisions of 20-2D-30I.• 

Section 16. Section 20-9-426, MCA, is amended to read: 

-12-
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•2o-9-Lt26. Preparation and form of ballots for bond ac 

receipt and repayment election. The school district shall 

cause ballots to be prepared for all bond or recejpt and 

repayment elections, and whenever bonds gr reserve funds for 

.ore than one purpose are 

election, separate ballots 

purpose. All such ballots 

follo11i ng form: 

to be voted upon at the same 

shall be prepared for each 

shall be substantially in the 

OFFICIAL BALLOT 

SCHOOL DISTRICT BONO ELECTION 

INSTRUCTIONS TO VOTERS: Make an X or similar mark in the 

vacant square before the words •BONDS--YES• if you wish to 

vote for the bond issuei if you are opposed to the bond 

issue make an X or similar mark in the square before the 

words •BONDS--No•. 

Shall the board of trustees be authorized to Issue and 

sell bonds of this school district in the a•ount of 

dollars (S••••)• bearing Interest at a rate not •ore than 

seven percent 17%) per annum, payable semiannually, during a 

period not ~ore than •••• yearso for the purpose •••• (here 

state the purpose the same way as in the notice of 

election)? 

BONOS YES. 

BONOS NO. 

OfFICIAL BALLOT 
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INSTRUCTIONS TO YDIEBS: Make an X or sj•ilac •ack jn the 

~ant sguace befpce the wocds •RESERVE FUNDS--XES• jf ygu 

wish to ypte foe ~~recejpt and reoaygeat pf cesecxe funds 

foe capl~al outlay: if ygu ace appgsed tp the cecejpt and 

cepay.ent of resecve funds make an X oc sl•jlar mark jg the 

SQUate befgce the wgcds •RESERVE FUNQS--NO•e 

Shall the board of tcustees be au~hotiZed to cecelye agd 

~y fund$ fcom the state resecve fund foe capjtal outlay 

in__tbe_ am0 uot of •••• dollacs ''••••'• payable ducing a 

gerjod not mgre than •••• years. at the rate of •••• wills 

oer __ veaLL. for the pucppse .... Chece state the oucpgse tbe 

same way as In the gotlce of elec~ion)? 

RESERVE EUNQS -- YES. 

B.ESERVLEUNOS 1110.• 

Section 17. Section 20-9-427, HCAo is amended to read: 

•20-9-427. Notice of bend election by separate purpose. 

(1) Any school district bond at ceceipt and cepaymeot 

election shall be conducted in accordance with the school 

election provisions of this title, except that the election 

notice required therein shall be in substantially the 

following form: 

NOTICE OF SCHOOL DISTRICT BOND ELECTION 

Notice is hereby given by the trustees of School 

-14- H/3 3/:L 
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District No. •••• oT •••• County, state or Montana, that 

pursuant to a certain resolution duly adopted at a 11eeting 

oT the board OT trustees oT said school district held on the 

•••• day of ••••• A.O,y 19 •• , an election of the registered 

electors of School District No. •••• of County, state 

of Montana, will be held on the day o~ ••••• AeDe~ 

19 •• , at •••• ror the purpose of voting upon the question of 

whether or not the trustees shall be authorized to Issue and 

sell bonds of said school district In the aaount oT 

dollars ($••••)• bearing interest at a rate not more than 

seven percent (7~) per annum, payable semiannually, ror the 

purpose of •••• (here state purpose). The bonds to be Issued 

will be either allortization or serial bonds, and 

amortization bonds will be the first choice oT the board of 

trustees. The bonds to be issued, whether a•ortization or 

serial bonds, will be payable in installments over a period 

not exceeding (state number) years. 

The polls will be open fro• o'clock •••••• and 

until •••• o•clock •••••• of the said day. 

Dated and posted this •••• day of ••••• ·A.D.y 19••• 

··•··••······•·•······•··•··•··• 
ChairMan, School District No •••• 

o~ •••••••••••••••••••••• County 

AddresS••••••••••••••••••••••••• 

QL 
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~OTICE Of SCHOOL DISIBJCT RECEIPT ANP 

&fEAXMENT OF STATE RESERV~ fUNDS ELECI!Dti 

Notice is hereby given by tbe trustees of School 

~~. •••• of •••• County.~ of Montapaa__tb~ 

pursuant to a certain resolution duly adopted at a meeting 

of_ihe board of trustee~ of said ~ol djstr(ct held no the 

ele,t0 rs of School pjstrjct No• •••• of •••• County.~~ 

gf Montana. wi11 be held on tbe •••• day gf ••••• A.D. 

19 ••• ,~-at_££&& tor t~e purpose of yotjng upon tbe que~tion 

of_-Kbetbe£ 0 c not the trus~es shall be authorized to 

recejye and repay funds fro• the state re5erxe tuod for 

~Qltal outlay 

..._ aollar5 ''·•••)• payable within •••• (state- oymber) 

year5• -At--tbe rate of •••• •Ills per year1 for the purpose 

~· (here state purpqse)a 

Ibe galls will be open fro• •••• o•clock •••••• and 

~1 •••• o•clgck •••·•· of the sajd day. 

Qateg apd Po5ted this ··•• day of ••••• AeDe-liaaaa 

Chairaao• Schoo) District Noa •••• 

of •••••••••••••••••••••••• Coynty 

Address •••••••••••••••••••••••••• a 

(ZJ If the bonds proposed to be issued or the receipt 

of re5erve tuod5 are for more than one purpose, then each 
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purpose shall be separately stated In the notice, together 

vith the proposed a.ount of bonds therefor.• 

Section 18. Section 20-9-428 0 MCAo is anended to read: 

•z0-9-428. Determination of approval or rejection of 

proposition at bond AC_Cece!pt and reparmeot election. C1t 

When the trustees canvass the vote of a school district bond 

~~ut and repaJZeDt election under the provisions of 

20-2D-415 0 they shall determine the approval or rejection of 

the school bond or receipt aQd repayment proposition in the 

following manner: 

(a) determine the total nuaber of electors of the 

school district who are qualified to vote under the 

provisions of 20-20-301 from the list of electors supplied 

by the county registrar for such ~h&e+-~~~ election; 

(b) determine the total nuaber of qualified electors 

who voted at the school bond election fro• the tally sheet 

or sheets for such election; 

(c) calculate the percentage of qualified electors 

voting at the school b~d election by dividing the a•ount 

determined In subsection (l)(b) by the amount determined in 

subsection (l)(a); and 

(d) when the calculated percentage in subsection {l)(c) 

is 40% or more, the school bond or receipt and repayment 

24 proposition shall be deemed to have been approved and 

25 adopted if a majority of the votes shall have been cast in 
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favor of such proposition, otherwise It shall be dee•ed to 

have been rejected; or 

(e) when the calculated percentage in subsection (1)(c) 

is more than 30% but less than 40%, the school bond a£ 

receipt and repay•eat proposition shall be deemed to have 

been approved and adopted if 60% or more of the votes shall 

have been cast In favor of such proposition, otherwise it 

shall be deemed to have been rejected; or 

(f) when the calculated percentage In subsection (1)(c) 

is 30% or less, the school bond or receipt and repaywept 

proposition shall be deemed to have been rejected. 

(2) If the canvass of the vote establishes the approval 

and adoption of the school bond or receipt and repayment 

proposition, the trustees shall issue a certificate 

proclal•ing the passage of such proposition and the 

authorization to issue 

~ive reserve funds for 

bonds of the school district~ 

the purposes specified on the 

ballot for such school district &end election.• 

Section 19. Codification instruction. Sections 1 

through 1 are intended to be codified as an integral part of 

Title 20, chapter 9 9 and the provisions of Title 20, chapter 

9, apply to sections 1 through 1. 

-End-
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In compliance with a written request received January 27 , 19 -~ there is hereby submitted a Fiscal Note 
HOUSE BILL 312 ' 

for -------------·--------'-----~-~---pursuant to 'Title 5, ChaPter 4, Part 2 of the Montana Code Annotated (MCA). 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION 

An act to create a state reserve fund that will provide interest-free funds to school 
districts for capital outlay; to allocate a portion of the proceeds of the coal 
severance tax as funding for the state reserve fund. 

ASSUMPTIONS 
1. Fiscal note deals only with the reallocation of coal severance tax revenues. 
2. Estimated coal severance tax revenues - FY 82 - $106,565,000; 

FY 83 - $129,377,000 (OBPP Figures) 
3. Impact of the reallocation is only on the general fund and the proposed state 

reserve fund. 
4. The allocation of 20\ to the state reserve fund is based on the remaining collections 

after 50% of the revenues have been allocated to the constitutional trust fund. 10% 
of the total collections would accrue to the state reserve fund under the proposed 
legislation. 

5. Allocation 
State Reserve Fund 
General Fund 

FISCAL IMPACT 
General Fund 

Under current law 
Under proposed law 
Estimated Decrease 

Proposed State Reserve Fund 
Under current law 
Under proposed law 
Estimated Increase 

LONG RANGE EFFECT 

Current law 
0% 

19\ 

FY 82 

$20,247~350 
9,590,850 

($10,656,500) 

$ 0 

10' 656' 500_ 
$10,656,500 

Proposed law 
10% 

9% 

FY 83 

$24,581,630 
11,643,930 

($12,937,700) 

$ 0 
12,937,700 

$12,937,700 

The proposed legislation would result in the loss of at least $13 million to the General 
Fund in each subsequent fiscal year. 
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Office of Budget and Program Planning 
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