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SENATE BILL NO. 26 

INTRODUCED BY NATHE, MAZUREK 

BY REQUEST OF THE SENATE EDUCATION COMMITTEE 

JUNE 27, 1989 

JUNE 28, 1989 

JUNE 28, 1989 

JUNE 29, 1989 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON EDUCATION & CULTURAL RESOURCES. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS. REPORT ADOPTED. 

STATEMENT OF INTENT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 28; NOES, 22. 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON EDUCATION & CULTURAL RESOURCES. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

ON MOTION, RULES SUSPENDED AND BILL 
PLACED ON SECOND READING THIS DAY. 

SECOND READING, CONCURRED IN. 

ON MOTION, RULES SUSPENDED AND BILL 
PLACED ON THIRD READING THIS DAY. 

THIRD READING, CONCURRED IN. 
AYES, 53; NOES, 47. 



JUNE 29, 1989 

RETURNED TO SENATE. 

IN THE SENATE 

RECEIVED FROM HOUSE. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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INTRODUCED BY /1,'/f/ tf "-/{~ ___..-

BY .TE EDUCATION COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE 

PUBLIC SCHOOL FUNDING AND RELATED TAXATION LAWS; TO 

ELIMINATE THE PRESENT ELEMENTARY AND HIGH SCHOOL PERMISSIVE 

LEVIES; TO PROVIDE FOR PHASED-IN EQUALIZATION AID FOR 

RETIREMENT BEGINNING IN FISCAL YEAR 1992; TO ELIMINATE THE 

COUNTY RETIREMENT LEVY AND PROVIDE FULL EQUALIZATION SUPPORT 

OF EACH DISTRICT'S RETIREMENT FUND EXPENDITURES BEGINNING IN 

FISCAL YEAR 1994; TO INCLUDE COMPREHENSIVE INSURANCE COSTS 

IN THE GENERAL FUND BUDGET OF SCHOOL DISTRICTS; TO ADJUST 

THE FOUNDATION PROGRAM SCHEDULES FOR SCHOOL FISCAL YEAR 1991 

AND SUCCEEDING YEARS; TO LIMIT, WITH CERTAIN EXCEPTIONS, THE 

MAXIMUM GENERAL FUND BUDGET OF A DISTRICT TO 121 PERCENT OF 

THE COMBINED FOUNDATION PROGRAM AND RETIREMENT FUND AMOUNTS 

FOR THE DISTRICT; TO FURTHER LIMIT THE GENERAL FUND RESERVE 

OF CERTAIN DISTRICTS; TO LIMIT TO 180 THE NUMBER OF 

PUPIL-INSTRUCTION DAYS FOR WHICH FOUNDATION PROGRAM SUPPORT 

MAY BE RECEIVED; TO REQUIRE DISTRIBUTION OF STATE 

EQUALIZATION AID IN MONTHLY PAYMENTS; TO INCREASE THE 

GENERAL BONUS PAYMENTS FOR ENLARGED DISTRICTS; TO REQUIRE 

SCHOOL DISTRICTS TO USE GENERALLY ACCEPTED ACCOUNTING 

PRINCIPLES; TO PROVIDE FUNDING FOR A TELECOMMUNICATIONS 
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NETWORK FOR EDUCATION; TO PROVIDE FOR A LEGISLATIVE 

OVERSIGHT COMMITTEE ON SCHOOL FUNDING IMPLEMENTATION TO 

DIRECT STUDIES ON FURTHER EQUALIZATION OF TRANSPORTATION, 

CAPITAL EXPENDITURES, AND RETIREMENT AND TO PERFORM OTHER 

DUTIES; TO REALLOCATE LOTTERY REVENUE FROM RETIREMENT 

EQUALIZATION TO STATE EQUALIZATION AID; TO IMPOSE A 45-MILL 

STATEWIDE LEVY IN SUPPORT OF STATE EQUALIZATION AID; TO 

INCREASE THE COUNTY ELEMENTARY LEVY FROM 28 MILLS TO 34 

MILLS AND THE COUNTY HIGH SCHOOL LEVY FROM 17 MILLS TO 21 

MILLS; TO EXCLUDE ALL SCHOOL LEVIES FROM THE PROPERTY TAX 

LIMITATIONS OF INITIATIVE MEASURE NO. 105; TO IMPOSE A FLAT 

TAX RATE ON COAL GROSS PROCEEDS; TO ELIMINATE TAXATION OF 

NET PROCEEDS OF OIL AND GAS ON OTHER THAN INTERIM PRODUCTION 

AND NEW PRODUCTION; TO ESTABLISH A LOCAL GOVERNMENT 

SEVERANCE TAX IN LIEU OF A TAX ON NET PROCEEDS ON THE 

PRODUCTION OF OIL AND GAS OTHER THAN INTERIM PRODUCTION AND 

NEW PRODUCTION; TO PROVIDE FOR A 1-YEAR DELAY IN THE PAYMENT 

OF LOCAL GOVERNMENT SEVERANCE TAX ON OIL AND GAS; TO 

ALLOCATE THE PROCEEDS OF THE LOCAL GOVERNMENT SEVERANCE TAX 

ON OIL AND GAS IN THE SAME MANNER AS PROPERTY TAXES ARE 

DISTRIBUTED; TO CONTINUE THE 10 PERCENT PERSONAL INCOME 

SURTAX; TO INCREASE THE ALLOCATION OF PERSONAL INCOME TAX 

PROCEEDS TO STATE EQUALIZATION AID; TO REALLOCATE COAL 

SEVERANCE TAX PROCEEDS AND INCREASE THE ALLOCATION TO STATE 

EQUALIZATION AID; TO STATUTORILY APPROPRIATE ALL REVENUE 

-2- INTRODUCED BILL 
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ALLOCATED BY LAW TO COUNTY AND STATE EQUALIZATION; TO 

PROVIDE VARIOUS APPROPRIATIONS; AMENDING SECTIONS 2-7-504, 

7-1-2111, 

7-16-2327, 

15-23-602, 

15-30-108, 

7-7-2101, 

15-1-501, 

15-23-603, 

15-35-108, 

7-7-2203, 7-14-2524, 

15-6-132, 15-10-402, 

15-23-605, 15-23-607, 

15-36-101, 15-36-102, 

7-14-2525, 

15-10-412, 

15-23-703, 

15-36-105, 

15-36-112, 15-36-121, 17-3-213, 17-7-502, 20-3-106, 

20-3-205, 20-3-324, 20-3-331, 20-5-305, 20-5-312, 20-6-401, 

20-6-506, 20-6-603, 20-6-608, 20-7-414, 20-7-422, 20-7-431, 

20-9-104, 20-9-141, 20-9-201, 20-9-212, 20-9-213, 20-9-301, 

20-9-303, 20-9-311, 20-9-312, 20-9-315, 20-9-318 THROUGH 

20-9-322, 

20-9-347, 

23-5-1027, 

15-23-604, 

20-9-531, 

LAWS OF 

20-9-331, 20-9-333, 20-9-343, 20-9-344, 20-9-346, 

20-9-351, 

90-6-309, 

20-9-353, 20-9-501, 20-10-144, 

AND 90-6-402, MCA; REPEALING SECTIONS 

15-23-615, 

AND 20-9-532, 

1987; AND 

15-23-616, 20-9-105, 20-9-352, 

MCA, AND SECTION 12, CHAPTER 666, 

PROVIDING EFFECTIVE DATES AND 

APPLICABILITY DATES." 

STATEMENT OF INTENT 

It is the intent of the legislature to enhance equality 

of educational opportunity for students in the elementary 

schools and secondary schools of Montana by revising the 

school funding laws to provide greater equalization of the 

funding available to school districts and to promote 
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equalization of school district expenditures per student. It 

is the further intent of the legislature to preserve local 

control of the public school system, as guaranteed by 

Montana's constitution. 

For these purposes, the legislature determines to 

equalize funding aid to the school districts through the 

foundation program schedules for the school fiscal year 

ending June 30, 1991, in an amount equal to the following 

percentages of the total costs incurred by all the districts 

in the state in school fiscal year 1988: 100\ of 

comprehensive insurance, after subtracting Public Law 81-874 

support for insurance, and 100\ of general fund 

expenditures, after subtracting special education and Public 

Law 81-874 general fund support. 

The legislature also determines to fully equalize 

funding for retirement by providing state equalization aid 

payments sufficient to finance 100\ of the costs incurred by 

each school district for retirement, social security, and 

unemployment insurance, commencing in fiscal year 1994. The 

superintendent shall adopt rules that provide for funding in 

fiscal year 1992 the portion of any district's retirement 

costs that are in excess of the amount raised in that 

district by the statewide average mill levy per county and 

funding in fiscal year 1993 50\ of each district's total 

retirement costs. 
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The legislature also determines to fully fund approved 

allowable costs for the special education programs of the 

school districts through the foundation program. 

The legislature also determines to provide state 

funding for transportation costs as currently provided by 

law but to study transportation funding and establish an 

appropriate method to equalize transportation funding in the 

1991 legislative session. 

The legislature recognizes its responsibility to devise 

an equalized system of school funding prior to July 1, 1989, 

and recognizes that measures in addition to the provisions 

in this bill are necessary to fully address equalization of 

funding and expenditures for transportation, retirement, 

capital improvements, and other needs of the districts. 

Because it is necessary to identify those factors that 

affect disparate expenditure patterns, to determine whether 

those factors are educationally relevant, and to develop 

data not currently available to devise methods of equitably 

funding those needs, the legislature determines that a study 

should be conducted, as provided in [sections 52 through 

58), and that equitable funding methods for these needs 

should be addressed by the 52nd legislature. 

The legislature acknowledges the constitutional 

guarantee of equal educational opportunity for each public 

school pupil in Montana. The legislature also acknowledges 
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policy considerations for empowering local 

supervise and control the schools in the 

required by the Montana constitution. 

Therefore, to guarantee more equal expenditures per student 

in similarly sized schools throughout Montana, while also 

providing each district board of trustees the power to 

determine and meet the unique and individual needs of 

students and schools in the district, the legislature 

determines that it is reasonable and necessary to establish 

a maximum general fund budget limitation for each district, 

except as provided 

foundation program 

in 20-9-315, of 121\ of the district's 

amount. Because of different 

circumstances that exist from district to district, the 

legislature finds that it is reasonable and necessary to 

permit that range of disparity in expenditures by similarly 

sized districts throughout the state. 

The legislature intends that the current system of 

funding county equalization with elementary and high school 

levies and other revenue sources be maintained without 

change in order to preserve the current method of providing 

equalized local support of schools. The statutory 

appropriation of all revenue earmarked to fund county 

equalization does not affect the manner in which that 

revenue is collected, controlled, and distributed to 

districts by the county. It is intended that a district 
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eligible for federal funds under Title I of Public Law 

81-874 will be able to maintain the local contribution rate 

as required by 20 u.s.c. 238(d)(3)(C) for continuing 

eligibility. 

It is intended that while school districts may conduct 

more than 180 days of instruction, a school district may not 

receive foundation program support for more than 180 days of 

pupil instruction. 

Under 20-3-106, 20-9-102, 20-9-201, 20-9-211, and 

20-9-213, the superintendent of public instruction is 

authorized to supervise school financial administration and 

to adapt rules establishing requirements for budgeting and 

financial administration of public school districts, 

including accounting and reporting requirements. Under 

20-9-344, the board of public education has authority to 

require any reports it considers necessary. It is intended 

that school districts be required to maintain accounting 

systems based on generally accepted accounting principles 

and that the superintendent of public instruction adopt 

rules necessary to implement the requirement. The 

superintendent of public instruction shall provide training 

and assistance to the districts as necessary to enable the 

districts to comply. 

It is intended that the districts be required to file 

accurate and timely reports with the superintendent of 
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public instruction. Districts must be required to provide 

student and school district data as may be required by the 

superintendent of public instruction concerning the 

cond:tion of education in Montana, including personnel 

info1·mation, student and school district demographics, 

assessment of student and school district achievement, and 

other appropriate educational factors necessary to enable 

the legislature to assess the equality of educational 

opportunity being provided by the public school districts 

and to determine the amount of state aid to be distributed 

to school districts. Districts shall also provide data to 

meet grant requirements and other national reporting needs. 

It is intended that the superintendent of public 

instruction conduct training and provide forms for the 

personnel responsible for completing reports. Whenever 

possible, the superintendent of public instruction shall 

develop methods for collecting educational 

electronically, using formats consistent with 

data 

school 

district data processing capabilities. The educational data 

must be maintained in an electronic format easily accessible 

by other state agencies and the legislature. 

State equalization aid and county equalization money 

may be withheld from school districts, as provided by 

20-9-344, that do not comply with accounting and reporting 

requirements. 
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It is intended that the superintendent of public 

instruction employ additional personnel during fiscal year 

1990 and fiscal year 1991, not to exceed the appropriation, 

for the purpose of establishing standard accounting and 

reporting practices in the public school districts and for 

implementing the additional provisions of this bill. 

The legislature determines that if county equalization 

revenue is deficient because of noncollected tax payments, 

state equalization aid may be provided to offset the 

delinquency. 

In providing equalization funding through continuation 

of the 10\ personal income surtax, it is not intended that 

the surtax be a permanent funding source for state 

equalization aid. 

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

Section 1. Section 2-7-504, MCA, is amended to read: 

"2-7-504. Accounting methods. ~he Unless otherwise 

required by law, the department shall prescribe the general 

methods and details of accounting for the receipt and 

disbursement of all moneys money belonging to governmental 

entities referred to in this part and shall establish in 

those offices general methods and details of accounting. 

All governmental entity officers shall conform with the 

standards preset ibed by the department. 1
' 
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Section 2. Section 15-1-501, MCA, is amended to read: 

"15-1-501. Disposition of mefteye money from certain 

designated license and other taxes. (l) The state treasurer 

shall deposit to the credit of the state general fund all 

moneys money received by him from the collection of: 

(a) fees from driver's licenses, motorcycle 

endorsements, and duplicate driver's licenses as provided in 

61-5-121; 

(b) electrical energy producer's license taxes under 

chapter 51; 

(C) severance taxes allocated to the general fund 

under chapter 36: 

(d) liquor license taxes under Title 16; 

(e) telephone (company) license taxes under chapter 

53; and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) All money~ money received from the collection of 

income taxes under chapter 30 of this title shai~ must be 

deposited as follows: 

[a) 58•it 51.8% to the credit of the state general 

fund; 

(b) ~e' 9.1\ to the credit of the debt service account 

for long-range building program bonds as described in 

17-5-408; and 
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(c) 3x~8' ~ to the credit of the state special 

revenue fund for state equali~ation aid to the public 

schools of Montana as described in 20-9-343. 

{3) All mofteys money received from the collection of 

corporation license and income taxes under chapter 31 of 

this title, except as provided in 15-31-702, she%% must be 

deposited as follows: 

(a) 

(b) 

64\ to the credit of the state general fund; 

11\ to the credit of the debt service account for 

long-range building program bonds as described in 17-5-408; 

and 

(c) 25% to the credit of the state special revenue 

fund for state equalization aid to the public schools of 

Montana as described in 20-9-343. 

(4) The state treasurer shall also deposit to the 

credit of the state general fund all me"eys money received 

by him from the collection of license taxes. fees, and all 

net revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

(5) After the distribution provided for in 15-36-112, 

the remainder of the oil severance tax collections shs%% 

must be deposited in the qeneral fund.N 

Section 3. Section 15-10-402, MCA, is amended to read: 

"15-10-402. Property tax limited to 1986 levels. (1) 

Except as provided in subsections (2) and (3), the amount of 
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taxes levied on property described in 15-6-133, 15-6-134, 

15-6-136, 15-6-139, 15-6-142, and 15-6-144 may not, for any 

taxi~g jurisdiction, exceed the amount levied for taxable 

year 1986. 

(2) The limitation contained in subsection (1) does 

not apply to levies for rural improvement districts, Title 

7, chapter 12, part 21; special improvement districts. Title 

7' chapter 12, part 41: elementary and high school 

districts, Title 20; or bonded indebtedness. 

(3) New construction or improvements to or deletions 

from property described in subsection (l) are subject to 

taxation at 1986 levels. 

(4) As used in this section, the "amount of taxes 

levif::od 11 and the 11 amount levied'' mean the actual dollar 

amount of taxes imposed on an individual piece of property, 

notwithstanding an increase or decrease in value due to 

inflation, reappraisal, adjustments in the percentage 

multiplier used to convert appraised value to taxable value, 

changes in the number of mills levied, or increase or 

decrease in the value of a mill." 

Section 4. section 15-10-412, MCA, is amended to read: 

"15-10-412. Property tax limited to 1986 levels 

clarification extension to all property classes. Section 

15-10-402 is interpreted and clarified as follows: 

(l) The limitation to 1986 levels is extended to apply 

-12-
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to all classes of property described in Title 15, chapter 6, 

part 1. 

(2} The limitation on the amount of taxes levied is 

interpreted to mean that, except as otherwise provided in 

this section, the actual tax liability for an individual 

property is capped at the dollar amount due in each taxing 

unit for the 1986 tax year. In tax years thereafter, the 

property must be taxed in each taxing unit at the 1986 cap 

or the product of the taxable value and mills levied, 

whichever is less for each taxing unit, except in a taxing 

unit that levied a tax in tax years 1983 through 1985 but 

did not levy a tax in 1986, in which case the actual tax 

liability for an individual property is capped at the dollar 

amount due in that taxing unit for the 1985 tax year. 

(3) The limitation on the amount of taxes levied does 

not mean that no further increase may be made in the total 

taxable valuation of a taxing unit as a result of: 

(a] annexation of real property and improvements into 

a taxing unit; 

(b) construction, 

improvements: 

expansion, or remodeling 

(c) transfer of property into a taxing unit: 

(d) subdivision of real property; 

(e) reclassification of property; 

of 

(f) increases in the amount of production or the value 
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of production for property described in 15-6-131 or 

15-6-132; 

[g} transfer of property from tax-exempt to taxable 

status; 

{h) revaluations caused by: 

(i) cyclical reappraisal; or 

(ii) expansion, addition, replacement, or remodeling of 

improvements; or 

(i) increases in property valuation pursuant to 

15-7-111(4) through (8) in order to equalize property values 

annually. 

(4) The limitation on the amount of taxes levied does 

not mean that no further increase may be made in the taxable 

valuation or in the actual tax liability on individual 

property in each class as a result of: 

(a) a revaluation caused by: 

(i) construction, expansion, replacement, or 

remodeling of improvements that adds value to the property; 

or 

(ii) cyclical reappraisal: 

{b) transfer of property into a taxing unit; 

(c) reclassification of property; 

(d) increases in the amount of production or the value 

of production for property described in 15-6-131 or 

15-6-132; 
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(e) annexation of the individual property into a new 

taxing unit; 

(f) conversion of the individual property from 

tax-exempt to taxable status; or 

(9) increases in property valuation pursuant to 

15-7-111(4) through (B) in order to equalize property values 

annually. 

(5) Property in classes four, twelve, and fourteen is 

valued according to the procedures used in 1986, including 

the designation of 1982 as the base year, until the 

reappraisal cycle beginning January 1, 1986, is completed 

and new valuations are placed on the tax rolls and a new 

base year designated, if the property is: 

(a) 

(b) 

new construction: 

expanded, deleted, 

improvements; 

{c) annexed property; or 

replaced, or remodeled 

(d) property converted from tax-exempt to taxable 

status. 

(6) Property described in subsections (5)(a) through 

(S)(d) that is not class four, class twelve, or class 

fourteen property is valued according to the procedures used 

in 1986 but is also subject to the dollar cap in each taxing 

unit based on 1986 mills levied. 

(7) The limitation on the amount of taxes, as 
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clarified in this section, is intended to leave the property 

appraisal and valuation methodology of the department of 

revenue intact. Determinations of county classifications, 

salaries of local government officers, and all other matters 

in which total taxable valuation is an integral component 

are not affected by 15-10-401 and 15-10-402 except for the 

use of taxable valuation in fixing tax levies. In fixing tax 

levies, the taxing units of local government may anticipate 

the deficiency in revenues resulting from the tax 

limitdtions in 15-10-401 and 15-10-402, while understanding 

that regardless of the amount of mills levied, a taxpayer's 

liability may not exceed the dollar amount due in each 

taxing unit for the 1986 tax year unless the taxing unit's 

taxable valuation decreases by 5\ or more from the 1986 tax 

year. If a taxing unit's taxable valuation decreases by 5\ 

or more from the 1986 tax year, it may levy additional mills 

to co,npensate for the decreased taxable valuation, but in no 

case may the mills levied exceed a number calculated to 

equal the revenue from property taxes for the 1986 tax year 

in that taxing unit. 

(8) The limitation on the amount of taxes levied does 

not apply to the following levy ·or special assessment 

categories, whether or not they are based on commitments 

made before or after approval of 15-10-401 and 15-10-402: 

(a) rural improvement districts; 
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of bonded 

(f) satisfaction of judgments against a taxing unit; 

(g) street lighting assessments; and 

(h) revolving funds to support any categories 

specified in this subsection (8); and 

(i} elementary and high school districts. 

(9) The limitation on the amount of taxes levied does 

not apply in a taxing unit if the voters in the taxing unit 

approve an increase in tax liability following a resolution 

of the governing body of the taxing unit containing: 

(a) a finding that there are insufficient funds to 

adequately operate the taxing unit as a result of 15-10-401 

and 15-10-402; 

(b) an explanation of the nature of the financial 

emergency; 

(c) an estimate of the amount of funding shortfall 

expected by the taxing unit; 

(d) a statement that applicable fund balances are or 

by the end of the fiscal year will be depleted; 

(e) a finding that there are no alternative sources of 

revenue; 
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(f) a summary of the alternatives that the governing 

body of the taxing unit has considered; and 

(g) a statement of the need for the increased revenue 

and how it will be used. 

(10) The limitation on the amount of taxes levied does 

not apply to levies required to address the funding of 

relief of suffering of inhabitants caused by famine, 

conflagration, or other public calamity. 

(ll) The limitation on the amount of taxes levied by a 

taxing jurisdiction subject to a statutory maximum mill levy 

does not prevent a taxing jurisdiction from increasing its 

number of mills beyond the statutory maximum mill levy to 

produce revenue equal to its 1986 revenue. 

(12) The limitation on the amount of taxes levied does 

not apply to a levy increase to repay taxes paid under 

protest in accordance with 15-1-402." 

Section 5. section 15-30-108, MCA, is amended to read: 

"15-30-108. t~emporaryt--Surtax. Ar~er In addition to 

the amount of tax liability hn~-eee" computed as required in 

15-30-103, each person filing a Montana individual income 

tax return shall add as a surtax 10\ of the tax liability7 

a"d-~he-amc~nt-so-arr~ved-at-is-the-amo~n~--d~e--the--~tate~ 

t~erm±"ates-Beeember-3%7-%989--see.-%~7-eh.-6667-b.-%98T•t~" 

Section 6. Section 15-35-108, MCA, is amended to read: 

•IS-35-108. Disposal of severance taxes. Severance 
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taxes collected under this chapter must be allocated 

according to the provisions in effect on the date the tax is 

due under 15-35-104. 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, 50\ of total coal severance 

tax collections. 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. 

(2) Starting July 1, 1987, and ending June 30, 1993, 

12\ of coal severance tax collections are allocated to the 

highway reconstruction trust fund account in the state 

special revenue fund. 

(3) Coal severance tax collections remaining after the 

allocations provided by subsections (1) and ( 2) are 

allocated in the following percentages of the remaining 

balance: 

(a) after June 30, 1991, 20\ to the state special 

revenue fund to the credit of the education trust fund 

account and 17.5\ to the credit of the local impact account. 

Unencumbered funds remaining in the local impact account at 

the end of each biennium are allocated to the ~eueat±on 

~r~st--f~nd--eeeo~ftt state special revenue fund for state 

equalization aid to public schools of the state. 

(b) 35\ until June 30, 1991, and thereafter 10\ to the 
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state special revenue fund for state equalization aid to 

public schools of the state; 

(c) 1\ to the state special revenue fund to the credit 

of U:e county land planning account; 

(d) 1 1/4% to the credit of the renewable resource 

development bond fund; 

(e) after June 30, 1991, 5% to a nonexpendable 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, development, operation, 

and maintenance of any sites and areas described in 

23-1-102; 

(f} 1\ to the state special revenue fund to the credit 

of the state library commission for the purposes of 

providing basic library services for the residents of all 

counties through library federations and for payment of the 

costs of participating in regional and national networking: 

(g) 1/2 of 1\ to the state special revenue fund for 

conservation districts; 

(h) 1 1/4\ to the debt service fund type to the credit 

of the water development debt service fund; 
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(i) 2\ to the state special revenue fund for the 

Montana Growth Through Agriculture Act; 

(j) all other revenues from severance taxes collected 

under the provisions of this chapter to the credit of the 

general fund of the state." 

Section 7. Section 17-3-213, MCA, is amended to read: 

•17-3-213. Allocation to general road fund and 

countywide school levies. (l) The forest reserve funds so 

apportioned to each county sftaii ~ be apportioned by the 

county treasurer in each county between-~fte-sewere%-f~nss as 

follows: 

(a) to the general road fund, 66 2/3\ of the total 

amount received; 

(b) to the following countywide school levies, 33 1/3\ 

of the total sum received: 

(i) ~fte--aftftda~-basic-tax-%eyy county equalization for 

elementary schools provided for in 20-9-331; 

(ii) the-aftft~a%-speeia%--ta~ county equalization for 

high schools provided for in 20-9-333; and 

(iii) the high school transportation fund provided for 

in 20-10-143~ 

tivt-the--e%ementary--~eaeher--ret±rement--a~e---see~a~ 

see~~~ey-r~nd-p~evided-fe~-±n-r&-9-56%~ 

tvt--~he--hiqh--sehee%--teaefter--retirement--and-soeial 

see~rity-fand-p~ovided-fe~-in-i&-9-591. 
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(2) The apportionment of money to the funds provided 

for under subsection (l)(b) she%% must be made by the county 

superintendent based on the proportion that the mill levy of 

each fund bears to the total number of mills for all the 

funds. Whenever the total amount of money available for 

apportionment under this section is greater than the total 

requirements of a levy, the excess money and any interest 

income must be retained in a separate reserve fund, to be 

reapportioned in the ensuing school fiscal year to the 

levies designated in subsection (l)(b). 

(3) In counties wherein in which special road 

districts have been created according to law, the board of 

county commissioners shall distribute a proportionate share 

of the 66 2/3\ of the total amount received for the general 

road fund to s~eh the special road d~str~et-er districts 

within the county based upon the percentage that the total 

area of s~eh the road district bears to the total area of 

the entire county." 

Section 8. Sect ion 17-7-502, MCA, is amended to read: 

"17-7-502. Statutory appropriations -- definition 

requisites for validity. {1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4), to be 
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effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 2-9-202; 

10-3-203; 10-3-312' 10-3-314' 

2-17-105; 

10-4-301; 

2-18-812; 

13-37-304; 

15-25-123; 15-31-702; 15-36-112; 15-37-117; 15-70-101; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424; 

17-S-804; 19-8-504; 19-9-702; 19-9-1007; 19-10-205; 

19-10-305; 19-10-506; 19-11-512; 19-11-513; 19-11-606; 

19-12-301; 19-13-604; 20-6-406; 20-8-111; [section 50); 

23-S-306; 23-5-409; 23-5-610; 

23-5-1027; 27-12-206; 37-51-501; 

53-24-206; 61-2-406; 

75-5-1108; 75-11-313; 

61-5-121; 

76-12-123; 

23-5-612; 

39-71-2504; 

67-l-205; 

80-2-103; 

23-5-1016; 

53-6-150; 

75-1-1101; 

82-11-136; 

82-11-161; 90-3-301; 90-4-215; 90-4-613; 90-6-331; 90-9-306; 

and section 13, House Bill No. 861, Laws of 1985. 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 
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into agreements 

pay the 

17-2-101 

state 

through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments. (In subsection (3), pursuant to sec. 10, Ch. 

664, L. 1987, the inclusion of 39-71-2504 terminates June 

30, 1991.)" 

Section 9. section 20-3-106, MCA, is amended to read: 

•20-3-106. Supervision of schools powers and 

duties. The superintendent of public instruction has the 

general supervision of the public schools and districts of 

the state, and he shall perform the following duties or acts 

in implementing and enforcing the provisions of this title: 

(l) resolve any controversy resulting from the 

proration of costs by a joint board of trustees under the 

provisions of 20-3-362; 

(2) issue, renew, or deny teacher certification and 

emergency authorizations of employment; 

(3) negotiate reciprocal tuition agreements with other 

states in accordance with the provisions of 20-5-314; 

( 4) serve on the teachers' retirement board in 

accordance with the provisions of 2-15-1010; 

(5) approve or disapprove the orders of a high school 
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boundary commission in accordance with the provisions of 

20-6-311; 

(6) approve or disapprove the opening or reopening of 

a school in accordance with the provisions of 20-6-502, 

20-6-503, 20-6-504, or 20-6-505; 

(7) approve or disapprove school isolation within the 

limitations prescribed by 20-9-302; 

( 8) generally supervise the school budgeting 

procedures prescribed by law in accordance with the 

provisions of 20-9-102 and prescribe the school budget 

format in accordance with the provisions of 20-9-103 and 

20-9-506; 

( 9) establish a system of communication for 

calculating joint district revenues in accordance with the 

provisions of 20-9-151; 

(10) approve or disapprove the adoption of a district 1 s 

emergency budget resolution under the conditions prescribed 

in 20-9-163 and publish rules for an application for 

additional state aid for an emergency budget in accordance 

with the approval and disbursement provisions of 20-9-166; 

( ll) generally supervise the school financial 

administration provisions as prescribed by 20-9-201(2); 

{12) prescribe and furnish the annual report forms to 

enable the districts to report to the county superintendent 

in accordance with the provisions of 20-9-213(5) and the 
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annual report forms to enable the county superintendents to 

report to the superintendent of public instruction in 

accordance with the provisions of 20-3-209~ 

(13) approve, disapprove, or adjust an increase of the 

average number belonging (ANB) in accordance with the 

provisions of 20-9-313 and 20-9-314; 

(14) distribute state equalization aid in support of 

the foundation program in accordance with the provisions of 

20-9-331, 20-9-333, 20-9-342, 20-9-346, and 20-9-347: 

(15) distribute state impact aid in accordance with the 

provisions of 20-9-304; 

(16) provide for the uniform and equal provision of 

transportation by performing the duties prescribed by the 

provisions of 20-10-112: 

(17) approve or disapprove an adult education program 

for which a district proposes to levy a tax in accordance 

with the provisions of 20-7-705: 

( 18) request, accept, deposit, and expend federal 

moneys money in accordance with the provisions of 20-9-603; 

(19) authorize the use of federal me~ys money for the 

support of an interlocal cooperative agreement in accordance 

with the provisions of 20-9-703 and ~0-9-704: 

(20) prescribe the form and contents of and approve or 

disapprove inte[state contracts in accordance with the 

provisions of 20-9-705; 
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(21) approve or disapprove the conduct of school on a 

Saturday or on pupil-instruction-related days in accordance 

with the provisions of 20-1-303 and 20-1-304; 

(22) recommend standards of accreditation for all 

schools to the board of public education and evaluate 

compliance with s1:2eh the standards and recommend 

accreditation status of every school to the board of public 

education in accordance with the provisions of 20-7-101 and 

20-7-102; 

(23) collect and maintain a file of curriculum guides 

and assist schools with instructional programs in accordance 

with the provisions of 20-7-113 and 20-7-114; 

(24) establish and maintain a library of visual, aural, 

and other educational media in 

provisions of 20-7-201; 

accordance with the 

(25) license textbook dealers and initiate prosecution 

of textbook dealers violating the law in accordance with the 

provisions of the textbooks part of this title; 

(26} as the governing agent and executive officer of 

the state of Montana for K-12 vocational education, adopt 

the policies prescribed by and in accordance with the 

provisions of 20-7-301; 

(27) supervise and coordinate the conduct of special 

education in the state in accordance with the provisions of 

20-7-403; 
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(28) administer the traffic education program in 

accordance with the provisions of 20-7-502; 

(29) administer the school food services program in 

accordance with the provisions of 20-10-201, 20-10-202, and 

20-10-203; 

{30) review school building plans and specifications in 

accordance with the provisions of 20-6-622; 

{31) prescribe the method of identification and signals 

to be used by school safety patrols in accordance with the 

provisions of 20-l-408i 

(32) provide schools with information and technical 

assistance for compliance with the student assessment rules 

provided for in 20-2-121 and collect and summarize the 

resulcs of s~eh the student assessment for the board of 

public education and the legislature; 

(33) administer the distribution of state re~±remen~ 

equaL.zation aid for each district • s retirement fund 

expenditures in accordance with i9-9-53i 20-9-347; and 

(34) perform any other duty prescribed from time to 

time by this title, any other act of the legislature, or the 

policies of the board of public education.'' 

Section 10. Section 20-3-205, MCA, is amended to read: 

"20-3-205- Powers and duties. The county 

superintendent has general supervision of the schools of the 

county within the limitations prescribed by this title and 
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shall perform the following duties or acts: 

( 1) determine, establish, and reestablish trustee 

nominating districts in accordance with the provisions of 

20-3-352, 20-3-353, and 20-3-354; 

(2) administer and file the oaths of members of the 

boards of trustees of the districts in his county in 

accordance with the provisions of 20-3-307: 

(3) register the teacher or specialist certificates or 

emergency authorization of employment of any person employed 

in the county as a teacher, specialist, principal, or 

district superintendent in accordance with the provisions of 

20-4-202; 

(4) act on each tuition application submitted to him 

in accordance with the provisions of 20-5-301, 20-S-302, 

20-5-304, and 20-5-311 and transmit the tuition information 

required by 20-5-312; 

(5) file a copy of the audit report for a district in 

accordance with the provisions of 20-9-203; 

(6) classify districts in accordance with the 

provisions of 20-6-201 and 20-6-301; 

(7) keep a transcript and reconcile the district 

boundaries of the county in accordance with the provisions 

of 20-6-103; 

(8) fulfill all responsibilities assigned to him under 

the provisions of this title regulating the organization, 
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alteration, or abandonment of districts: 

(9) act on any unification proposition and, if 

districts approved, establish additional trustee nominating 

in accordance with 20-6-312 and 20-6-313; 

(10) estimate the average number belonging (ANB) of an 

opening school in accordance with the 

20-6-502, 20-6-503, 20-6-504, or 20-6-506; 

provisions of 

(11) process and, when required, act on school 

isolation applications in accordance with the provisions of 

20-9-302; 

(12) complete the budgets, compute the budgeted 

revenues and tax levies, file final and emergency budgets, 

and fulfill such other responsibilities assigned to him 

under the provisions of this title regulating 

budgeting systems; 

school 

(13) submit an annual financial report to the 

superintendent of public instruction in accordance with the 

provisions of 20-9-211; 

(14) qaarterly monthly, unless otherwise provided by 

law, order the county treasurer to apportion state money, 

county school money, and any other school money subject to 

apportionment in accordance with the provisions of 20-9-212, 

20-9-334, 20-9-347, 20-10-145, or 20-10-146; 

(15) act on any request to transfer average number 

belonging (ANB) in accordance with the provisions of 
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20-9-313(3); 

(16) calculate the estimated budgeted general fund 

sources of revenue in accordance with the provisions of 

20-9-348 and the other general fund revenue provisions of 

the general fund part of this title; 

(17) compute the revenues and the district and county 

levy requirements for each fund included in each district's 

final budget and report ~ueh the computations to the board 

of county commissioners in accordance with the provisions of 

the general fund, transportation, bonds, and other school 

funds parts of this title; 

(18) file and forward bus driver certifications, 

transportation contracts, and state transportation 

reimbursement claims in accordance with the provisions of 

20-10-103, 20-10-143, or 20-10-145; 

(19) for districts which do not employ a district 

superintendent or principal, recommend library book and 

textbook selections in accordance with the provisions of 

20-7-204 or 20-7-602; 

(20) notify the superi~tendent of public inatructio~ of 

a teztbook dealer•s activities when required under the 

provisions of 20-7-605 and otherwise comply with the 

textbook dealer provisions of this title; 

(21) act on district requests to allocate federal money 

for indigent children for school food services in accordance 
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with the provisions of 20-10-205; 

(22) perform any other duty prescribed from time to 

time by this title, any other act of the legislature, the 

policies of the board of public education, the policies of 

the board of regents relating to community college 

districts, or the rules of the superintendent of public 

instruction~ 

{23) administer the oath of office to trustees without 

the receipt of pay for administering the oath; 

(24) keep a record of his official acts, preserve all 

reports submitted to him under the provisions of this title, 

preserve all books and instructional equipment or supplies, 

keep · all documents applicable to the administration of the 

office, and surrender s~eh all records, books, supplies, and 

equipment to his successor; 

(25) within 90 days after the close of the school 

fiscal year, publish an annual report in the county 

newspaper stating the following financial information for 

the school fiscal year just ended for each district of the 

county: 

(a) the total of the cash balances of all funds 

maintained by the district at the beginning of the year; 

(b) the total receipts that were realized in each fund 

maintained by the district; 

(c) the total expenditures that were made from each 
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fund maintained by the district: and 

(d) the total of the cash balances of all funds 

maintained by the district at the end of the school fiscal 

year; and 

(26) hold meetings for the members of the trustees from 

time to time at which matters for the good of the districts 

st'la%%- must be discussed." 

Section 11. Section 20-3-324, MCA, is amended to •ead: 

•20-3-324. Powers and duties. As prescribed elsewhere 

in this title, the trustees of each district shall: 

(1) employ or dismiss a teacher, principal, or other 

assistant upon the recommendation of the district 

superintendent, the county high school principal, or other 

principal as the board considers necessary, accepting or 

rejecting any recommendation as the trustees in their sole 

discretion determine, in accordance with the provisions of 

Title 20, chapter 4: 

(2) employ and dismiss administrative personnel, 

clerks, secretaries, teacher aides, custodians, maintenance 

personnel, school bus drivers, food service personnel, 

nurses, and any other personnel considered necessary to 

carry out the various services of the district: 

(3) administer the attendance and tuition provisions 

and otherwise govern the pupils of the district in 

accordance with the provisions of the pupils chapter of this 
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title; 

(4) call, conduct, and ce•tify the elections of the 

district in accordance with the provisions of the school 

elections chapter of this title; 

(5) participate in the teachers' retirement system of 

the state of Montana in accordance with the provisions of 

the teachers' retirement system chapter of Title 19: 

(6) participate in district boundary change actions in 

accordance with the provisions of the districts chapter of 

this title; 

(7) organize, open, close, or acquire isolation status 

for the schools of the district in accordance with the 

provisions of the school organization part of this title; 

(8) adopt and administer the annual budget or an 

emergency budget of the district in accordance with the 

provisions of the school budget system part of this title; 

(9) conduct the fiscal business of the district in 

accordance with the provisions of the school financial 

administration part of this title; 

(10) establish the ANB, foundation p•ogram, perm~ss~•e 

leYy7 additional levy, cash reserve, and state impact aid 

amount for the general fund of the district in accordance 

with the provisions of the general fund part of this title; 

(11) establish, maintain, budget, and finance the 

transportation program of the district in accordance with 
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the provisions of the transportation parts of this title; 

(12) issue, refund, sell, budget, and redeem the bonds 

of the district in accordance with the provisions of the 

bonds parts of this title; 

(13) when applicable, establish, financially 

administer, and budget for the 

fund, building reserve fund, 

tuition fund, retirement 

adult education fund, 

nonoperating fund, school food services fund, miscellaneous 

federal programs fund, building fund, lease or rental 

agreement fund, traffic education fund, and interlocal 

cooperative agreement fund in accordance with the provisions 

of the other school funds parts of this title; 

(14) when applicable, administer any 

cooperative 

accordance 

agreement, 

with the 

gifts, legacies, or 

provisions of the 

financial parts of this title; 

inter local 

devises in 

miscellaneous 

(15) hold in trust, acquire, and dispose of the real 

and personal property of the district in accordance with the 

provisions of the school sites and facilities part of this 

title; 

(16) operate the schools of the district in accordance 

with the provisions of the school calendar part of this 

title; 

tl7) establish and ·maintain the instructional services 

of the schools of the district in accordance with the 

-35-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0127/01 

provisions of the instructional services, textbooks, 

vocational education, and special education parts of this 

title; 

(18) establish and maintain the school food services of 

the district in accordance with the provisions of the school 

food services parts of this title~ 

(19) make reports from time to time as the county 

superintendent, superintendent of public instruction, and 

board of public education may require: 

(20) retain, when considered advisable, a physician or 

registered nurse to inspect the sanitary conditions of the 

school or the general health conditions of each pupil and, 

upon request, make available to any parent or guardian any 

medical reports or health records maintained by the district 

pertaining to his child~ 

(21) for each member of the trustees, visit each school 

of th~ district not less than once each school fiscal year 

to examine its management, conditions, and needs, except 

trustees from a first-class school district may share the 

responsibility for visiting each school in the district; 

(22) procure and display outside daily in suitable 

weather at each school of the district an American flag that 

measures not less than 4 feet by 6 feet: 

(23) adopt and administer a district policy on 

assessment for placement of any child who enrolls in a 
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school of the district from a nonpublic school that is not 

accredited, as required in 20-5-110; and 

(24} perform any other duty and enforce any other 

requirements for the government of the schools prescribed by 

this title, the policies of the board of public education, 

or the rules of the superintendent of public instruction. 11 

Section 12. Section 20-3-331, MCA, is amended to read: 

"20-3-331. Purchase of liability insurance. The 

trustees of any district may purchase insurance coverage for 

the district, trustees, and employees against liability for 

the death, injury, or disability of any person or damage to 

property. The trustees shall include the cast of coverage in 

the general fund budget of the district ... 

Section 13. Section 20-5-305, MCA, is amended to read: 

•20-5-305. Elementary tuition rates. (1) Whenever a 

pupil of an elementary district has been granted approval to 

attend a school outside of the district in which he resides, 

under the provisions of 20-5-301 or 20-5-302, s~eh the 

district of residence shall pay tuition to the elementary 

district where the pupil attends school. Except as provided 

in subsection (2), the basis of the rate of tuition shall be 

determined by the attended district. The rate of tuition 

shaii ~ be determined by: 

(a) totaling the actual expenditures from the district 

general fund7 and the debt service fund7-snd7-i£--~ne--p~pi% 
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~~-a-resident-o£-ano~ft~r-eeuneyT-the-ree~~ement-f~ndJ 

(b) dividing the amount determined in subsection 

(l)(a) by the ANB of the district for the current fiscal 

year, as determined under the provisions of 20-9-311; and 

(c) subtracting the---tetai---ef from the amount 

determined in subsection (l)(b) the per-ANB amount allowed 

by ~9-9-~±6-thre~~h-~9-9-3%%-that-represents the foundation 

program schedules a~-preser~bed-by-iQ-9-383-p~~s-~he-~e~-AHB 

amednt-de~ermined-by-dividift~-~he--s~ate--!~nancin9--e£--the 

dis~rict--permissive--~evy--by-the-ANB-e!-the-d±st~iet7-£rem 

the-ame~ne-determined-±n-s~bseetien-tittbt. 

(2) The tuition for a full-time elementary special 

education pupil must be determined under rules adopted by 

the superintendent of public instruction for the calculation 

of elementary tuition for full-time elementary special 

education pupils as designated in 20-9-311 for funding 

purposes." 

Section 14. Section 20-5-312, MCA, is amended to read: 

"20-5-312. Reporting, budgeting, and payaent for high 

school tuition. (l) Except as provided in subsection (2), at 

the close of the school term of each school fiscal year, the 

trustees of each high school district shall determine the 

rate of tuition for the current school fiscal year by: 

(a) totaling the actual expenditures from the district 

general fund7 and the debt service fundT-andT-if--the--p~pii 
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~s-a-~es~deft~-e£-ano~her-eettn~yT-the-reei~em~ft~-£uftd; 

(b) dividing the amount determined in subsection 

(l)(a) above by the ANB of the district as determined under 

the provisions of 20-9-311; and 

(c) subtracting the---teta~---e£ from the amount 

determined in subsection (l)(b) the per-ANB amount allowed 

by ~8-9-3~6-thro~~h-~&-9-3~~-that-represeftts the foundation 

program as-preser%bed-by-~8-9-393-p~Hs--the--per-ANB--aaoHftt 

de~ermifted--by--dividin~-e~e-state-finaneift~-e£-the-distr±ee 

permissive-~evy-by-the-ANB-e£-the-d±str~etT-frem-the--amo~nt 

determi~ed-ift-S~bseetien-t%ttbt schedules. 

(2) The tuition for a full-time high school special 

education pupil must be determined under rules adopted by 

the superintendent of public instruction for the calculation 

of tuition for full-time high school special education 

pupils as designated in 20-9-311 for funding purposes. 

(3) Before July 15, the trustees shall report to the 

county superintendent of the county in which the district is 

located: 

(a) the names, addresses, and resident districts of 

the pupils attending the schools of the district under an 

approved tuition agreement: 

(b) the number of days of school attended by each 

pupil; 

(c) the amount, if any, of each pupil•s tuition 
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payment that the trustees, in their discretion, have the 

authority to waive; and 

(d) the rate of current school fiscal year tuition, as 

deter~ined under the provisions of this section. 

(4) When the county superintendent receives a tuition 

report from a district, he shall immediately send the 

reported information to the superintendent of each district 

in which the reported pupils reside. 

(5) When the district superintendent receives a 

tuition report or reports for high school pupils residing in 

his district and attending an out-of-district high school 

under approved tuition agreements, he shall determine the 

total amount of tuition due s~eh the out-of-district high 

schools on the basis of the following per-pupil schedule: 

the rate of tuition, number of pupils attending under an 

approved tuition agreement, and other information provided 

by each high school district where resident district pupils 

have attended school. 

(6) The total amount of the high school tuition, with 

consideration of any tuition waivers, for pupils attending a 

high school outside the county of residence must be financed 

by the county basic special tax for high schools as provided 

in 20-9-334. In December, the county superintendent shall 

cause the payment by county warrant of at least one-half of 

the high school tuition obligations established under this 
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section out of the first money realized from the county 

basic special tax for high schools. The remaining 

obligations must be paid by June 15 of the school fiscal 

year. The payments must be made to the county treasurer of 

the county where each high school entitled to tuition is 

located. The county treasurer shall credit tuition receipts 

to the general fund of the applicable high school district, 

and the tuition receipts must be used in accordance with the 

provisions of 20-9-141. 

(7) For pupils attending a high school outside their 

district of residence but within the county of residence, 

the total amount of the tuition, with consideration of any 

tuition waivers, must be paid during the ensuing school 

fiscal year. The trustees of the sending high school 

district shall include the tuition amount in the tuition 

fund of the preliminary and final budgets. This budgeted 

tuition amount is not subject to the budget adjustment 

provisions of 20-9-132. The county superintendent shall 

report the net tuition fund levy requirement for each high 

school district to the county commissioners on the second 

Monday of August, and a levy on the district must be made by 

the county commissioners in accordance with 20-9-142. The 

levy requirement must be calculated by subtracting from the 

total expenditure amount authorized in the final tuition 

fund budget the sum of the cash balance in the tuition fund 
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at the end of the immediately preceding school fiscal year 

plus any other anticipated money that may be realized in the 

tuition fund. The trustees shall pay by warrants drawn on 

the tuition fund the tuition amounts owed to each district 

included 

Payments 

in the county superintendent's notification. 

must be made whenever there is a sufficient amount 

of cash available in the tuition fund but no later than the 

end of the school fiscal year for which the budget is 

adopted. However, if the trustees of either the sending or 

receiving high school district feel the transfer privilege 

provided by this subsection is being abused, they may appeal 

to the county superintendent of schools, who shall hold a 

hearing and either approve or disapprove the transfer." 

Section 15. Section 20-6-401, MCA, is amended to read: 

•20-6-401. Definitions. As used in this part, unless 

the context clearly indicates otherwise, the following 

definitions apply: 

(1} •component districts•• means the elementary or high 

school districts incorporated into the enlarged district. 

(2) "Eligible pupils" means the average number 

belonging (ANB) in the operating schools of the component 

districts and the tuition pupils residing in the component 

districts and attending another district's school under the 

tuition provisions of the school laws, except that the 

pupils residing in the component district having the largest 
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total number of pupils are ineligible for bonus payment 

consideration. 

(3} "Enlarged district" means the elementary or high 

school district resulting from the consolidation or 

annexation of two or more component districts. 

(4) 11 General bonus payment'1 for first- and 

second-class school districts must be $~&& $450 per eligible 

pupil per year for a period of 3 years and must be deposited 

in the enlarged district•s general fund. General bonus 

payment for third-class school districts must be $588 $750 

per eligible pupil per year far a period of 3 years and must 

be deposited in the enlarged district•s general fund. The 

general bonus payment must be made from the state school 

equalization aid account. 

( 5) "Transportation bonus payment .. is the provision of 

66 2/3\ state financing of the on-schedule transportation 

amount as p~ovided by the t~ansportation provisions of the 

school laws. When an eligible pupil is entitled to 

transportation, the enlarged district is entitled to the 

transportation bonus payment for the eligible pupil for a 

period of 3 years. The payment must be made from the state 

transportation aid account. When the eligible pupil rides a 

bus providing transportation for ineligible pupils, the 

66 2/3\ state financing of the on-schedule amount for this 

payment must be prorated to provide financing for the 
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eligible pupil." 

Section 16. Section 20-6-506, MCA, is amended to read: 

•20-6-506. Budgeting and cost sharing when junior high 

school operated by elementary district and high school 

district operating a county high school. (1) Whenever the 

opening of a junior high school is approved for the ensuing 

school fiscal year under 20-6-505, the county superintendent 

shall estimate the average number belonging (ANB) after 

investigating the probable enrollment for the junior high 

school. The ANB determined by the county superintendent and 

the ANB actually realized in subsequent school fiscal 

shall must be applied under 20-9-320 to prorate 

years 

the 

maxim~m-~~ftera%-f~nd-badgee-wi~hea~-a-voted-%e•y foundation 

program schedule amount provided in 20-9-303(2)(a) between 

the elementary and high school districts. Each district 

shall adopt its general fund budget on the basis of the 

prora~ed amount and shall finance its proportionate share of 

the cost of operating the junior high schooL 

(2) The cost of operating the junior high school shall 

must be prorated between the elementary district and the 

high school district on the basis of the ratio that the 

number of pupils of their district is to the total 

enrollment of the junior high school." 

Section 17. Section 20-6-603, MCA, is amended to read: 

•20-6-603. Trustees' authority to acquire or dispose 
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of sites and buildings-- when election required. (l) The 

trustees of any district sfta~l-have-the-attehor~~y-~e ~ 

purchase, build, exchange, or otherwise acquireL er sellL or 

otherwise dispose of sites and buildings of the district. 

S~eh--aetien--~haii Action may not be taken by the trustees 

without the approval of the qualified electors of the 

district at an election called for s~eh the purpose of 

approval unless: 

(a) a bond issue has been authorized for the purpose 

of constructing, purchasing, or acquiring the site or 

building; 

(b) an additional levy under the provisions of 

20-9-353 has been approved for the purpose of constructing, 

purchasing, or acquiring the site or building; 

(c) the cost of constructing, purchasing, or acquiring 

the site or building is financed without exceeding the 

maxim~m-~enera%-tuftd-b~d~et-witftea~-a-Yete-amo~ft~-preset±bed 

ift--%9-9-3%6--thre~~h--%9-9-3%% foundation program schedule 

amount provided in 20-9-303(2)(a), andT in the case of a 

site purchase, the site has been approved under the 

provisions of 20-6-621; or 

(d) moneys-aPe money is otherwise available under the 

provisions of this title and the ballot for the site 

approval for sneft the building incorporated a description of 

the building to be located on the site. 
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(2) When an election is conducted under the provisions 

of this section, it efta%% must be called under the 

provisions of 20-20-201 and sha%% must be conducted in the 

manner prescribed by this title for school elections. An 

elector qualified to vote under the provisions of 20-20-301 

sha%%-be-pe~m±~~ed-~e ~ vote in Sdeh the election. If a 

majority of those electors voting at the election approve 

the proposed action, the trustees may take the proposed 

action.~ 

Section 18. Section 20-6-608, MCA, is amended to read: 

"20-6-608. Authority and duty of trustees to insure 

district property. The trustees of any district shall ha¥e 

~he--8ue~e~ity--an4--±e-~fta%l-be-~ftei~-duty-~o insure any or 

all real and personal property of the district. The trustees 

shall include the cost of insurance in the general fund 

budget of the district.'' 

Section 19. Section 20-7-414, MCA, is amended to read: 

•20-7-414. Determination of children in need and type 

of special education needed -- approval of classes and 

programs by superintendent. (1) The determination of the 

children requiring special education and the type of special 

education needed by these children sha%%--be is the 

responsibility 

sha%% ~ be 

of the trustees, and s~eh the determination 

made in compliance with the procedures 

established in the rules of the superintendent of public 
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instruction. Whenever the trustees of a school district or 

the governing authority of an institution learn of a 

handicapped child in their jurisdiction who is in need of 

special education, they shall determine whether the child is 

in need of a surrogate parent by determining whether the 

parents or guardian is unknown or unavailable or if the 

child is a ward of the state. The determination must be made 

within 10 days of the date on which the trustees of a school 

district or the governing authority of an institution 

learned of the presence of the child in the district. If the 

child is in need of a surrogate parent, the trustees of a 

school district or the governing authority of an institution 

must nominate a surrogate parent for the child as provided 

in 20-7-461. 

{2) Whenever the trustees of any district intend to 

establish a special education class or program, they shall 

apply for approval and funding of the class or program by 

the superintendent of public instruction. The superintendent 

of public instruction shall approve or disapprove the 

application for the special education class or program on 

the basis of its compliance with the laws of the state of 

Montana, the special education policies adopted by the board 

of public education, and the rules of the superintendent of 

public instruction. No special education class may be 

operated by the trustees without the approval of the 

-47-

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 0127/01 

superintendent of public instruction. Each special education 

clas£ or program must be approved annually to be funded as 

part of the mex~mttm-b~d~e~-wi~fto~t-e-¥ete foundation program 

for special education." 

Section 20. Section 20-7-422, MCA, is amended to read: 

"20-7-422. out-of-state tuition for special education 

children. (1) If the trustees of any district recommend to 

the superintendent of public instruction the attendance of 

a child in need of special education in a special education 

program offered outside of the state of Montana, ~aeh the 

arrangements ~ha~i are not be subject to the out-of-state 

attendance provisions of the laws governing the attendance 

of pupils in schools outside the state of Montana. 

(2) Whenever the attendance of a child at an 

out-of-state special education program is approved by the 

superintendent of public instruction, ~t--sha%1--b~--tfte 

respe~s~bility-e£ the superintendent of public instruction 

shall, in cooperation with the department of family 

services, ee negotiate the program for the child and the 

amount and manner of payment of tuition. The amount of 

tuition sfta~~ must be included as a contracted service in 

20-7-43l(l)(a)(iii)(A) in the maxim~m-~~d~et-without-a-yote 

foundation program amount for special education.•• 

Section 21. Section 20-7-431, MCA, is amended to read: 

"20-7-431. Allowable cost schedule for special 
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programs -- superintendent to make rules -- annual 

accounting. (l) For the purpose of determining the 

max~m~m-badget-wi~heat-a-vote foundation program amount for 

special education as defined in 20-9-321, the following 

schedule of allowable costs sha++ must be followed by the 

school district in its special education 

budget for state 

preparation of 

aid request purposes and by the 

superintendent of public instruction in his review and 

approval 

amount of 

of the budget (for the purposes of determining the 

the max~m~m-b~d9et-witftoa~-s-vete foundation 

program for special education for the district, and as used 

in this schedule, "full-time special pupil" and "regular 

ANB• are to be determined in accordance with 20-9-311 and 

20-9-313): 

(a) instruction: salaries, benefits, supplies, 

textbooks, and other expenses including: 

(i) salaries and benefits of special program teachers, 

regular program teachers, teacher aides, special education 

supervisors, audiologists, and speech and hearing 

clinicians--the entire cost if employed full time in the 

special program; if such personnel are shared between 

special and regular programs--a portion of the entire cost 

corresponding to the entire working time which each s~eft 

person devotes to the special program: 

(ii) teaching supplies and textbooks if used 
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exclusively for special programs--the actual total coStJ 

(iii) other expenses: 

(A) contracted services, including fees paid for 

professional advice and consultation regarding special 

students or the special program, and the delivery of special 

education services by public or private agencies--the actual 

total cost; 

(B) transportation costs for special education 

personnel who mas~ travel on an itinerant basis from school 

to school or district to district or to in-state child study 

team meetings or in-state individualized education program 

meetings--the actual cost to the district calculated on the 

same mileage rate used by the district for other travel 

reimbursement purposes; 

(b) supportive services, including: 

(i) salaries and benefits of professional supportive 

personnel--the entire cost if employed full time in the 

special program; if sach the personnel are shared between 

special and regular programs--a portion of the entire cost 

corresponding to the entire working time which each sueh 

person devotes to the special program~ Professional 

supportive personnel may include counselors, social workers, 

psychologists, psychometrists, physicians, nurses, and 

physical and occupational therapists. 

(ii) salaries and benefits of clerical personnel fer 
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who assist professional 

se~vices--the entire cost if 

personnel in supportive 

employed full time in the 

special program: if s~eb the personnel are shared between 

special and regular programs--a portion of the entire cost 

corresponding to the entire working time which each sueh 

person devotes to the special program; 

(c) equipment: 

(i) equipment--the actual total cost; 

(ii) special equipment for district-owned school buses 

necessary to accommodate special students--the actual total 

cost: 

{iii) special equipment for school buses contracted to 

transport special students--that 

price attributable to the cost of 

portion 

personnel required to accoDUD.odate 

special 

special 

actual special cost; 

of the contract 

equipment or 

students--the 

(iv) repair and maintenance of equipment--the actual 

total cost; 

(d) room and board costs when the special pupil has to 

attend a program at such a distance from his home that 

commuting is undesirable as determined by the superintendent 

of public instruction. 

(2) The superintendent of public instruction shall7 

prior--eo--Sepeember--i7--i9ii;--re¥ise--ehe adopt rules in 

accordance with the policies of the board of public 
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supportive and 

shared between 

(b) defining the total special program caseload that 

she%% ~ be assigned to specific support persons and the 

kinds of professional specialties to be considered relevant 

to the program before the district may count an allowable 

cost under subsection (l)(b) of this section; and 

(c) defining the kinds or types of equipment whose 

costs may be counted under subsection (l)(c)(i) of this 

section. 

(3) 

distcict 

ahaU must 

An annual accounting of all expenditures of school 

general fund mofteys money for special education 

be made by the district trustees on forms 

furnished by the superintendent of public instruction. The 

superintendent of public instruction shall make rules for 

•~eh the accounting. 

(4) If a board of trustees chooses to exceed the 

budget approved by the superintendent of public instruction, 

costs in excess of the approved budget may not be reimbursed 

under the aaxiaaa-b~dgee-wteho~e-a-vete foundation program 

for special education. 

(5) Allowable costs prescribed in this section do not 

include the costs of the teachers' retirement system, the 
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public employees' retirement system, the federal social 

security system, or the costs for unemployment compensation 

insurance. 

(6) (a) Notwithstanding other provisions of the law, 

the superintendent of public instruction sftal% ~ not 

approve a MsximHm-b~dqee-witheH~-8-vete foundation program 

amount for special education whieb that exceeds legislative 

appropriations: however, any unexpended balance from the 

first year of a biennial appropriation may be spent in the 

second year of the biennium in addition to the second year 

appropriation. 

(b) If the total allowable cost of the special 

education budgets exceeds legislative appropriations 

available for special education, each district shall receive 

a pro rata share of the available appropriations based upon 

prioritized budget items as established by the 

superintendent of public instruction. The amount of the 

approved budgets in excess of the available appropriations 

may not be reimbursed under the 

maKimttm-badqet-w~tftea~-a-we~e foundation program for special 

education and is the responsibility of the school district." 

Section 22. section 20-9-104, MCA, is amended to read: 

"20-9-104. General fund cash reserve. ill At the end 

of each school fiscal year, the trustees of each district 

shall designate what the portion of the general fund 
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end-of-the-year cash balance sha%% that is to be earmarked 

as cash reserve for the purpose of paying genera~ fund 

warrants issued by the district from July 1 to November 30 

of the ensuing school fiscal year. ~he Except as provided in 

subsections (3) and (4), the amount of the general fund cash 

balance that is earmarked as cash reserve sha%i ~ not 

exceed 3S' the following percentages of the final general 

fund budget for the ensuing school fiscal year and-sheii~ 

(a) 35\ for a district that did not receive state 

equalization aid during the cucrent school fiscal year: 

(b) 30\ for a district that received state 

equalization aid equal to 25\ or less of its foundation 

program schedule entitlement in the current school fiscal 

year; and 

(C) 20\ for a district that received state 

equalization aid equal to more than 25' of its foundation 

program schedule entitlement in the current school fiscal 

year. 

(2) The amount held as cash reserve may not be used 

for property tax reduction in the manner permitted by 

20-9-14l(l)(b) for other receipts. Any portion of the 

general fund end-of-the-year cash balance that is not 

earmarked for cash reserve purposes shaii--be is cash 

reappropriated wh~eh-sha%% and must be used for property tax 

reduction as provided in 20-9-14l(l)(b)(iii). 
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(3) The limitation of subsection (1) does not apply 

when the amount in excess of the limitation is equal to or 

less than: 

(a) any amount received during the current school 

fiscal year under Public Law 81-874; 

(b) the unused balance of any amount received in 

settlement of tax payments protested prior to [the effective 

date of this section); or 

(c) any amount received as a general bonus payment 

under 20-6-401. 

(4) The limitation of subsection (1) does not apply if 

the amount earmarked as cash reserve is $10,000 or less.n 

Section 23. Section 20-9-141, MCA, is amended to read: 

"20-9-141. Coaputation of general 

requirement by county superintendent. 

fund 

( l) 

net 

The 

levy 

county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the tete%-e£-~he funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 

totaling: 

(i) the district's nonisolated school foundation 

program requirement to be met by_ a district levy as provided 

in 20-9-3031 
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tiit-~he--dis~rietLs-permissi•e-%eyy-amo~nt-as-prewided 

in-%6-9-35%; and 

tiiitliil any additional general fund budget amount 

adopted by the trustees of the district under the provisions 

of 20-9-353, including any additional levies authorized by 

the electors of the district. 

(b) Determine the te~e±-e£-~he-meneys money available 

for the reduction of the property tax on the district for 

the general fund by totaling: 

(i) anticipated federal moneys money received under 

the provisions of Title I of Public Law 81-874 or other 

anticipated federal mofteys money received in lieu of s~eh 

that federal act; 

(ii} anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-3131 

(iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 

(iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304; 

(v) anticipated or reappropriated revenue from ¥ehie%e 

property taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, end 61-3-537, and 67-3-204; 

(vi) anticipated net proceeds taxes for interim 

production and new production, as defined in 15-23-601; 
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(vii) anticipated interest to be earned or 

reappropriated interest earned by the investment of general 

fund cash in accordance with the provisions of 20-9-213(4); 

~nd 

(viii) anticipated revenue from corporation license 

taxes collected from financial institutions under the 

provisions of 15-31-702; and 

t'f±Ht 1.!tl any other revenue anticipated by the 

trustees to be received during the ensuing school fiscal 

year which may be used to finance the general fund. 

(c) Subtract the teta%-e£-the-meneys money available 

to reduce the property tax required to finance the general 

fund that has been determined in subsection {l)(b) from the 

total requirement determined in subsection (l)(a). 

(2) The net general fund levy requirement determined 

in subsection (lJ(cJ sha%% ~be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district~ and a levy ~hail must be made by the county 

commissioners in accordance with 20-9-142." 

Section 24. Sect ion 20-9-201, MCA, is amended to read' 

•20-9-201. Definitions and application. (l) As used in 

this title, unless the context clearly indicates otherwise, 

"fund" means a separate detailed account of receipts and 

expenditures for a specific purpose as authorized by law. 
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Funds are classified as follows: 

(a) A "budgeted fund" means any fund for which a 

budget must be adopted in order to expend any money from 

s~eh the fund. The general fund, transportation fund, bus 

depreciation reserve fund, elementary tuition fund, 

retirement fund, debt service fund, leased facilities fund, 

building reserve fund, adult education fund, nonoperating 

fund, vee8t~enel-teehniea~-ee~~er-~~ndT and any other funds 

so designated by the legislature sha%1--be ~ budgeted 

funds. 

(b) A "nonbudgeted fund" means any fund for which a 

budget is not required in order to expend any money on 

deposit in s~eh the fund~ The school food services fund, 

miscellaneous federal programs fund, building fund, lease or 

rental agreement fund, traffic education fund, interlocal 

cooperative fund, and any other funds so designated by the 

legislature shai%-be ace nonbudgeted funds. 

(2) The school financial aqministration provisions of 

this title apply to all money of any elementary or high 

school district except the extracurricular money realized 

from pupil activities. Elementary and high school districts 

shall record the receipt and disbursement of all money in 

accordance with generally accepted accounting principles. 

The superintendent of public instruction has general 

supervisory authority as prescribed by law over the school 
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financial administration provisions, as they relate to 

elementary and high school districts7-as-preseribed--by--~aw 

and~ He shall es~ab%~sh-s~eh adopt rules as-are necessary to 

secure compliance with the law.n 

Section 25. section 20-9-212, MCA, is amended to read: 

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

treasurer of each county shall: 

(l) receive and hold a11 school money subject to 

apportionment and keep a separate accounting of its 

apportionment to the several districts which are entitled to 

a portion of sueh the money according to the apportionments 

ordered by the county superintendent. A separate accounting 

sha±i must be maintained for each county fund supported by a 

countywide levy for a 

including: 

specific, authorized purpose, 

(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 schoo~ foundation programs; 

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

school transportation obligation; ~ 

t<lt--,t:he-c:o!lnt:y-t:•u•--!:n--~appert:--of--t:he--h!:t;rh--seh<>ei 

obiit;rat:iens--t:o--t:he--ret:ireaent:--syst:eas--,~f--,t:he-.,st:ate-ef 

Moftt8ft81' 

tet--eny-eddit:ionai--eeant:y--t:e~--reqaired--by--iaw--t:o 
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p~o•ide---for---d~~~e~eney---fiftafte~ftg---o£--ehe--etem~n~a~y 

Ee~ndation-programs~ 

tft--eny-aodit:ienei--eo!lnty--t:a~--reqaired--by--iaw--te 

pro¥ide---Eor---de£ieieney--£~ftaneing--er--~fte--hiqh--seftooi 

ro~ndetien-~rograms~-aftd 

t9t~ any other county tax for schools, including the 

community colleges, which may be authorized by law and 

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 (l} of this section and 

the amount of any other school money subject to 

apportionment and apportion s~eh ~county and ot~er school 

money to the districts in accordance with the a,pporti~nment 

ordered by the Gounty superintendent; 

(3) keep a sePilrate accounting of the expenditures for 

each budgeted fund included in the final budget of each 

district' 

(4) keep a separate accounting of the r~c~.~pts, 

expenditures, and .caa~ balances for each budgeted fund 

included in the final budget of each.district and for each 

nonbudgeted fund established by each district; 

(S) except as other!'ise limited by law, pay aU 

warrants properly drawn on the county or district schoo.l 
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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. 

{7} send all r~weft~es revenue received far a joint 

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

county treasurer designated as the custodian of stteft 

revenae~ 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 ll; 

(9) register district warrants drawn on a budgeted 

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

money available ~n--tfte--s~a--e£-meftey in all funds of the 

district to make payment of e~eh the warrant. Redemption of 

registered warrants sha%% 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 stteh 
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the direction; 

(ll) ~%¥e 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; and 

(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 

(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)." 

Section 26. Section 20-9-213, MCA, is amended to read: 

"20-9-213. Duties of trustees. The trustees of each 

district shall have the sole power and authority to transact 

all fiscal business and execute all contracts in the name of 
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sueft the district. No person other than the trustees acting 

as a governing board sfta%1-have-~he-e~~her~~y-to ~ expend 

moneys money of the district. In conducting the fiscal 

business of the district, the trustees shall: 

(1) cause the keeping of an accurate, detailed 

accounting of all receipts and expenditures of school meneys 

money for each fund maintained by the district in accordance 

with generally accepted accounting principles and the rules 

prescribed by the superintendent of public instruction. The 

record of s~eft the accounting ~ha%i ~ be open to public 

inspection at any meeting of the trustees. 

(2) authorize all expenditures of district moneys 

money and cause warrants to be issued for the payment of 

lawful obligations; 

(3) ha¥~--~h~--a~thor±~y--~o issue warrants on any 

budgeted fund in anticipation of budgeted revenues, except 

that s~eh the expenditures sha%i ~ not exceed the amount 

budgeted for s~eft the fund; 

(4) invest any meneys money of the district, whenever 

in the judgment of the trustees s~eft the investment would be 

advantageous to the district, by directing the county 

treasurer to invest any money of the district in direct 

obligations of the United States government; in savings or 

time deposits in a state or national bank, building or loan 

association, savings and loan association, or credit union 
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insured by the FDIC, FSLIC, or NCUA located in the state; or 

in a repurchase agreement as authorized in 7-6-213. All 

interest collected on s~eh the deposits or investments efta%% 

must be credited to the fund from which the money was 

withdrawn, except that interest earned on account of the 

investment of money realized from the sale of bonds she%% 

must be credited to the debt service fund or the building 

fund, at the discretion of the board of trustees~ The 

placement of the investment by the county treasurer sha%% is 

not be subject to ratable distribution laws and ~hs%% must 

be done in accordance with the directive from the board of 

trustees~ A district may invest moneys money under the state 

unified investment program established in Title 17, chapter 

6. 

(5) cause the district to record every transaction in 

the appropriate account before the accounts are closed at 

the ·~nd of the fiscal year in order to properly report the 

receipt, use, and disposition of all money and property for 

which the district is accountable; 

t5t~ report annually to the county superintendent, 

not later than August 1, the financial activities of each 

fund maintained by the district during the last completed 

school fiscal year, on the forms prescribed and furnished by 

the superintendent of public instruction. Annual fiscal 

reports for joint school districts sha%± must be submitted 
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to the county superintendent of each county in which part of 

the joint district is situated. 

t6t11l whenever requested, report any other fiscal 

activities to the county superintendent, superintendent of 

public instruction, or board of public education: 

t7ti!l cause the accounting records of the district to 

be audited 8ftft~a+iy biennially as required by %aw 2-7-503~ 

and 

tat~ perform, in the manner permitted by law, saeft 

other fiscal duties that are in the best interests of the 

district." 

Section 27. section 20-9-301, MCA, is amended to read: 

"20-9-301. Purpose aftd---de£~ft~~~ft of foundation 

program and definition of general fund budget. (1) A uniform 

system of free public schools sufficient for the education 

of and open to all school age children of the state she%% 

must be established and maintained throughout the state of 

Montana. The state shall aid in the support of its several 

school districts on the basis of their financial need as 

measured by the foundation program and in the manner 

established in this title. 

(2) The principal budgetary vehicle far achieving the 

minimum financing as established by the foundation program 

shall-be is the general fund budget of the district. The 

purpose of the general fund shall-be budget is to finance 
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those general maintenance and operational costs of a 

district not financed by other funds established for special 

purposes in this title. 

(3) The amount of the general fund budget far each 

school fiscal year sha%% ~ not exceed the financing 

limitations established by this title but shall-be-no ~ 

not be less than the amount established by law as the 

foundation program. The general fund budget shai% ~ be 

financed by the foundation p.rogram revenues and may be 

supplemented by ~he-permissive-levy-and !£ additional voted 

iev±es-±n-~he-manner levy and other revenue, as provided by 

hw 20-9-353." 

Section 28. section 20-9-303, MCA, is amended to read: 

"20-9-303. Oefinition of foundation program a~a-~es 

proportion-of-the--maxim~m-genera%-!Hnd-vi~he~~-a-ve~ed-%e•y 

~efted~re--ame~ft~ nonisolated school foundation prograa 

financing -- special education funds. (1) As used in this 

title, the term "foundation program" sha%%-mean means the 

minimum opera~ing expenditures7-as-eseab%isfted-here~n, that 

are sufficient to provide for the educational program of a 

school. The foundation program relates only to those 

expenditures authorized by a district's general fund budget 

and shall ~ not include expenditures from any other fund. 

It sha!!-be is financed by: 

(a) county equalization moneys money, as provided in 
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20-9-331 and 20-9-333; and 

(b) state equalization aid, as provided in 20-9-3431 

(C) appropriations for special education; and 

{d) a district levy as provided in subsection {3) for 

support of a school not approved as an isolated school under 

the provisions of 20-9-302~ 

(2) ~he-deiiar-emoant-o~-~he-£e~ftda~~eft-program--~ha%% 

be-----------------BBt-----------------er----------------~he 

maximam-9enerai-f~fte-bud9e~-wi~hoHt-e-veted-ievy--iimita~ien 

as--set-ferth-i~-the-sehed~ies-i~-~B-9-3i6-thre~gh-~B-9-3it~ 

The foundation program o~-an includes: 

(a) amounts in support of general education programs 

as provided in the schedules in 20-9-316 through 20-9-320; 

and 

{b) payments in support of special education programs 

under 20-9-321. 

(3} An elementary school having an ANB of nine or 

fewer pupils for 2 consecutive years which is not approved 

as an isolated school under the provisions of 20-9-302 sha~~ 

be--ae•-er may budget and spend the schedule amount, but the 

county and state shall participate in financing one-half of 

the foundation program, and the district shall finance the 

remaining one-half by a tax levied on the property of the 

district. When a school of nine or fewer pupils is approved 

as isolated under the provisions of 20-9-302, the county and 
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state shall participate in the financing of the total amount 

of the foundation program. 

t3ti!l Funds provided to support the special education 

accounting budget may be expended only for special education 

purpcses as approved by the superintendent of public 

instruction in accordance with the special education 

budgeting provisions of this title. Expenditures for special 

education sfta%1 must be accounted for separately from the 

balance of the school district general fund. Transfers 

between items within the special education budget for 

accounting purposes may be made at the discretion of the 

board of trustees in accordance with the financial 

admi~istration part of this title. The unexpended balance of 

the special education accounting budget sha%%-eerrJ carries 

over to the next year to reduce the amount of funding 

required to finance the district's ensuing year's 

maximum-bud9e~-w~~ftoat-a-yo~e foundation program amount for 

special education." 

Section 29. section 20-9-311, MCA, is amended to read: 

"20-9-311. calculation of average number belonging 

(ANB). (1) Average number belonging must be computed by 

determining the total of the aggregate days of attendance by 

regularly enrolled, full-time pupils during the second 

semester of the preceding school fiscal year and the first 

semester of the current school fiscal year plus the 
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aggregate days of absence by regularly enrolled, full-time 

pupils during the second semester of the preceding school 

fiscal year and the first semester of the current school 

fiscal year and by dividing the total by 180. However, when 

a school district has approval to operate less than 180 

school days under 20-9-804, the total must be calculated in 

accordance with the provisions of 20-9-805. For the purpose 

of calculating ANB under this section, the days of 

attendance for a regularly enrolled pupil may not exceed 180 

pupil-instruction days and 7 pupil-instruction-related days. 

Attendance for a part of a morning session or a part of an 

afternoon session by a pupil must be counted as attendance 

for one-half day. In calculating the ANB for pupils enrolled 

in a program established under r&-~-ii~-prior-~o-oanuary--IT 

~9~47--or--p~rs~snt-to 20-7-117(1), attendance at or absence 

from a regular session of the program for at least 2 hours 

of either a morning or an afternoon session will be counted 

as one-half day attended or absent as the case may be. If a 

variance has been granted as provided in 20-1-302, ANB will 

be computed in a manner prescribed by the superintendent of 

public instruction, but in no case may the ANB exceed 

one-half for each kindergarten pupil. When any pupil has 

been absent, with or without excuse, for more than 10 

consecutive school days, including pupil-instruction-related 

days, his absence after the lOth day of absence may not be 
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included in the aggregate days of absence and his enrollment 

in the school may not be considered in the calculation of 

the average number belonging until he [esumes attendance at 

school. 

(2) If a student spends less than half his time in the 

regular program and the balance of his time in school in the 

special education program, he is considered a full-time 

special pupil but is not considered regularly enrolled for 

ANB purposes. If a student spends half or more of his time 

in school in the regular program and the balance of his time 

in the special education program, he is considered regularly 

enrolled for ANB purposes. 

(3) The average number belonging of the regularly 

enrolled, full-time pupils for the public schools of a 

district must be based on the aggregate of all the regularly 

enrolled, full-time pupils attending the schools of the 

district, except that when: 

(a) a school of the district is located more than 3 

miles beyond the incorporated limits of a city or town or 

from another school of the district, all of the regularly 

enrolled, full-time pupils of the school must be calculated 

individually for ANB purposes; 

{b) a junior high school has been approved and 

accredited as a junior high school, all of the regularly 

enrolled, full-time pupils of the junior high school must be 

-70-



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 0127/01 

considered as high school district pupils for ANB purposes; 

(c) a middle school has been approved and accredited, 

all pupils below the 7th grade must be considered elementary 

school pupils for ANB purposes and the 7th and 8th grade 

pupils must be considered high school pupils for ANB 

purposes; or 

(d) a school has not been accredited by the board of 

public education, the regularly enrolled, full-time pupils 

attending the nonaccredited school are not eligible for 

average number belonging calculation purposes, nor will an 

average number belonging for the nonaccredited school be 

used in determining the foundation program for the district. 

(4) When llth or 12th grade students are regularly 

enrolled on a part-time basis, high schools may calculate 

the ANB to include an 11 equivalent ANB" for those students. 

The method for calculating an equivalent ANB must be 

determined in a manner prescribed by the superintendent of 

public instruction.• 

Section 30. Section 20-9-312, MCA, is amended to read: 

"20-9-312. MaaiM~m---~~erai--£and--bad~ee Foundation 

program schedule for qrades seven and eiqht. The ANB 

calculated for grades 7 and B shaii ~ be funded at the 

high school rateL provided that the school meets the 

standards for accreditation of a middle school. When a~eh 

the pupils are actually enrolled in an elementary school, 
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the foundation program schedule amount e£-~he-~enerai-!uftd 

badgee per ANB is determined from the high school schedule 

using the total ANB of the elementary school. To determine 

the total ANB of sHeh-a~ the elementary school, the 7th and 

8th grade pupils sftaii must be included in s~eh the total." 

Section 31. section 20-9-315, MCA, is amended to read: 

"20-9-315. Mazimua general fund budget and ezceptions. 

ill The total amount of the general fund budget of any 

district ~haii ~ not be greater than the ~ene~a~-£~ftd 

bad~et--amoant--spee~ried--in--%8-9-3i6---ehrea~h---%8-9-5%i 

district's foundation program as provided in 20-9-303, 

except when a district has adopted an emergency general fund 

budget under the provisions of 20-9-165 or when a district 

satisfies the requirements of 20-9-353. 

(2) Notwithstanding the provisions of subsection (1), 

a district's maximum general fund budget may not exceed 121\ 

of the foundation program amount for that district, except: 

(a) when Public Law 81-874 funds are the source of 

funding for the excess amount, until the state re_ceiv_es 

approval of an application .to equalize tbe funds under 2-0 

u.s.c. 240(d) i 

tb_l_ when a district had combined expenditures in 

school fiscal year 1988 __ from its general fund and 

comprehensive insurance fund in an amount greate-r than the 

maximum general fund budget allowed by this section, in 
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which case the maximum general fund budget of the district 

is limited to: 

(i) its school fiscal year 1988 combined expenditure 

amount until that amount does not exceed 121\ of the 

district's foundation program amount; or 

(ii) the average of its school fiscal year 1988 and 

1989 combined expenditure amounts until that average amount 

does not exceed 121% of the district's foundation program 

amount." 

Section 32. section 20-9-318, MCA, is amended to read: 

•20-9-318~ E~ementary school mawtm~m-bttd~e~ foundation 

program schedule for ~~&T-88 school fiscal year 1991 and 

succeeding years. For %98T-88 the school fiscal year ending 

June 30, 1991, and succeeding school years, the elementary 

school mazim~m--b~dqet foundation program schedule is as 

follows: 

(1) For each elementary school having an ANB of nine 

or fewer pupils, the maximum shall-be-$~&7158 is $29,399 if 

sale the school is approved as an isolated school. 

(2) For schools with an ANB of 10 pupils but less than 

18 pupils, the maximum shall--be--$~&7158 is $29,399 plus 

$84~•56 $1,228.74 per pupil on the basis of the average 

number belonging over nine. 

(3) For schools with an ANB of at least 14 pupils but 

less than 18 pupils that qualify for instructional aide 
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funding under 20-9-322, the maximum shaii--be--$33T84i is 

$48,190 plus $84i.56 $1,228.74 per pupil on the basis of the 

average number belonging over 14. 

(4) For schools with an ANB of 18 pupils and employing 

one teacher, the maximum sha%%-be-$Z~,T4% is $40,459 plus 

$84~•56 $1,228.74 per pupil on the basis of the average 

number belonging over 18, not to exceed an ANB of 25. 

(5) For schools with an ANB of 18 pupils and employing 

two full-time teachers, the maximum shaii-be-$44TZ9& is 

$64,595 plus $5iT<66 $769.48 per pupil on the basis of the 

average number belonging over 18, not to exceed an ANB of 

so. 

(6) For schools having an ANB in excess of 40, the 

maximumL on the basis of the total pupils (ANB) in the 

district !er-eiemen~ary-p~piis-vii±-be~ as follows: 

(a) For a school having an ANB of more than 40 and 

employing a minimum of three teachers, the maximum of $iT95~ 

shall--be $2,854.18 is decreased at the rate of $iT98 $2.77 

for each additional pupil until the total number (ANB) shall 

haYe-reaehee reaches a total of 100 pupils. 

(b) For a school having an ANB of more than 100 

pupils, the maximum of $17843--shaii--be $2,687.92 is 

decreased at the rate of $i•T4 ~ for each additional 

pupil until the ANB shaii-haYe-reaehed reaches 300 pupils. 

(c) For a school having an ANB of more than 300 
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pupils, the maximum aha%% ~not exceed 'iy496 $2,181.84 

for each pupil. 

(7) The maximum per pupil for all pupils (ANB) and for 

all elementary schools efta~i must be computed on the basis 

of the amount allowed here~" in this section on account of 

the last eligible pupil (ANB). All elementary schools 

operated within the incorporated limits of a city or town 

shall ~ be treated as one school for the purpose of this 

schedule." 

Section 33. Section 20-9-319, MCA, is amended to read: 

"20-9-319. High school maximam--bndget foundation 

program schedule for %98~-88 school fiscal year 1991 and 

succeeding years. For %98~-88 the school fiscal year ending 

June 30, 1991, and succeeding school years, the high school 

maxim~m-h~d~e~ foundation program schedule is as follows: 

(1) For each high school having an ANB of 24 or fewer 

pupils, the maximum sha%%-be-$1147 845 is $178,762. 

(2) For a eeeeftdary high school having an ANB of more 

than 24 pupils, the maximum $47 T85-sha%%-be of $7,448.11 is 

decreased at the rate of $i6~%8 $40.63 for each additional 

pupil until the ANB sha%%-haye-reaehed reaches a total of 40 

such pupils. 

(3) For a school having an ANB of more than 40 pupils, 

the maximum of $4 7 368-ehai%-8e $6,799.03 is decreased at the 

rate of 'i6~%8 $40.63 for each additional pupil until the 
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ANB eha%%-haye-reaehed reaches 100 pupils. 

(4) For a school having an ANB of more than 100 

pupils, e the maximum of $iT88i--sha%%--be $4,361.47 is 

decreased at the rate of $4~3T $6.80 for each additional 

pupil until the ANB shai%-~ave-~eaehed reaches 200 pupilsw 

(5) For a school having an ANB of more than 200 

pupils, the maximum of $ir365--eha%l--be $3,681.25 is 

decreased by $i~48 ~ for each additional pupil until the 

AND shaii-ha•e-reaehed reaches 300 pupils. 

(6) For a school having an ANB of more than 300 

pupils, the maximum of $i7 %i5--ehe%l--be $3,307.68 is 

decreased at the rate of f4 68 cents for each additional 

~ until the ANB sha%%-haYe-reeehed reaches 600 pupils. 

(7) For a school having an ANB eve~ of more than 600 

pupils, the maximum shall ~ not exceed $17 993 $3,102.21 

per pupil. 

(8) The maximum per pupil for all pupils (ANB) and for 

all high schools she%% ~ be computed on the basis of the 

amount allowed fteretft in this section on account of the last 

eligible pupil (ANB). All high schools and junior high 

schools which have been approved and accredited as junior 

high schools, operated within the incorporated limits of a 

city or town, aha%% ~ be treated as one school for the 

purpose of this schedule." 

Section 34. Section 20-9-320, MCA, is amended to read: 
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"20-9-320. MaKimdm---gene~a%--fdnd--bDdget Foundation 

program schedule amount for junior high school. {l) The 

9enerai--£nnd--budget foundation program schedule amount for 

an approved and accredited junior high school ~hsii ~ be 

prorated between the elementary district gene~a%-fund-bddqet 

foundation program schedule amount and the high school 

district gener~%-f~nft--bttdqe~ foundation program schedule 

amount in the following manner: 

(a) determine the per-ANB schedule amount for the 

school, as defined by 20-9-317 and 20-9-319, from the high 

school schedule: 

(b) calculate the ANB for the regularly enrolled 

full-time pupils enrolled in the 7th and 8th grades of the 

junior high school: 

(c) multiply the per-ANB schedule amount determined in 

subsection (l)(a) by the ANB calculated in subsection (l)(b) 

to determine the authorized 9eftera%-£ttnd-bu~ge~ amount whteh 

shall--be available for the elementary district genera%-fdnd 

badqet foundation program; and 

(d) subtract the amount determined in subsection 

(l)(c) from the total authorized genera%-fand-badget amount 

for the school to determine the authorized ~enera!--£and 

badget amount whieh-shal%-be available for the high school 

district qenera±-f~nd-b~d~e~ foundation program. 

(2) The genera%-fDnd-badget amount determined for each 
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school of a district under the schedules provided in 

20-9-316 through 20-9-319 s"aii ~ be totaled to determine 

the maxim~m-~enerai-£und-badqet-withe~t-a-veted-ievy 

foundation program schedule amount for stteft the district." 

Section 35. Section 20-9-321, MCA, is amended to read: 

•20-9-321. Max~mnm---generai--f~nd--b~dqet Foundation 

program and contingency funds for special education. (1) For 

the purpose of establishing the 

maxtmam-bttdqet-withottt-a-vete foundation program amount for 

a current year special education program for a school 

district, the superintendent of public instruction wit± 

shall determine the total estimated cost of the special 

education proqram for the school district on the basis of a 

special education program budget submitted by the district. 

The budget w%%% must be prepared on forms provided by the 

superintendent of public instruction and w~%~ must set out 

for each program: 

(a) the estimated allowable costs associated with 

operating the program where allowable costs are as defined 

in 20-7-431, 

(b) the number of pupils expected to be enrolled in 

the program: and 

(c) any other data required by the superintendent of 

public instruction for budget justification purposes and to 

administer the provisions of 20-9-315 through 20-9-321. 
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(2) The total amount of allowable costs approved by 

the superintendent of public instruction shai%-De is the 

special education max~m~m-badget-witheot-a-•e~e foundation 

program amount for current year special education program 

purposes~ The total amount of allowable costs that are 

approved for the special education budget sha%% ~not, 

under any condi t 'ion, be less than the 

maxtmaa-badget-wi~hoa~-a-~ete foundation program amount for 

one regular ANB for each speeia% full-time special pupil in 

the school district. 

(3) If a special education program is implemented or 

expanded during a given school term too late to be included 

in the determination of the district 

maximum-b~d~et-wtthout-a-vote foundation program for the 

school year as prescribed in this part, allowable costs 

approved under the budgeting provisions of subsections (1) 

and (2) for the operation of the program during the given 

year must be funded from any legislative appropriation for 

contingency financing for special education. Contingency 

funds granted under this subsection must be deposited in a 

separate account of the miscellaneous programs fund of the 

district as provided in 20-9-507. However, if contingency 

funds are not available, then subject to the approval of the 

program by the superintendent under the emergency budget 

provisions of 20-9-161(5), allowable costs for the given 
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year may be added to the maximam-bad~et-wi~he~~-a-we~e 

foundation program amount for special education for the 

subsequent school year. s~eft The allowable costs must be 

recorded as previous year special education expenses in the 

schcQl district budget for the subsequent school year. 

(4) The sum of the previous year special education 

expenses as defined in subsection (3) abewe and the 

maxim~m-b~dqet-wiehe~e-a-•e~e foundation program amount for 

current year special education as defined in subsections (l) 

and (2) s~a%%--be is the special education budget for 

accounting purposes. 

(5) The meximttm-bttdget-withoat-e-vote foundation 

program amount for special education wi%% ~ be added to 

the maxim~-h~d~e~-witfte~~-e-ye~e foundation program amount 

of the regular program ANB defined in 20-9-311 and 20-9-313 

to obtain the total max~m~m-b~d~et-wiehe~e-a-ve~e foundation 

program amount for the district. 11 

Section 36. Section 20-9-322, MCA, is amended to read: 

"20-9-322. Elementary instructional aide funding 

qualification, (1) An elementary school that anticipates an 

ANB of at least 14 but less than 18 pupils for the ensuing 

school fiscal year may determine the ~a•*~~~--genera%--fund 

b~dget foundation program amount under the provisions of 

20-9-316(3) or 20-9-318(3) if eligibility is approved in 

accordance with the following provisions: 
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(a) No later than May 10 of each year, the school 

district shall submit its application for approval for 

instructional aide funding to the superintendent of public 

instruction. The application must include: 

(i) the ANB for the preceding ANB calculation period: 

(ii) the current ANB and the number of grade levels 

being taught on May 1 of the current year; 

(iii) an estimate of the ANB and the number of grade 

levels anticipated for the ensuing AND calculation period; 

(iv) the factual information on which the estimate is 

based; and 

(v) any other information or data that may be required 

by the superintendent of public instruction. 

(b) The superintendent of public instruction shall 

immediately review all of the factors of the application and 

shall approve the application if the anticipated ANB is at 

least 14 but less than 18 pupils and a minimum of five grade 

levels are beinq taught as of May 1 of the current year or 

documentation is provided that indicates that the 

anticipated ANB will require a minimum of five grade levels 

to be taught in the ensuing school year. 

(2) Whenever a school district applies for and is 

approved far instructional aide funding under the provisions 

of subsection (1), the district shall hire an instructional 

aide. 
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(3) For the purposes of this section, the 

•• instructional aide 11 means: 

term 

(a) a person who is under the direct supervision of a 

teacher; or 

(b) a certified teacher." 

Section 37. section 20-9-331, MCA, is amended to read: 

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

county equalization of the elementary district foundation 

program. (1) ft--~he%%--he--the--d~ty--or--the ~ county 

commissioners of each county to shall levy an annual basic 

tax of iB 34 mills on the dotta~s dollar of the taxable 

value of all taxable property within the county, except for 

vehieles-s~hjeet--to--ts•stion--~nder--6t-3-594tit 

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

property 

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 to--be collected from this levy shaff 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 re•enues revenue identified in subsection (2) 

~efow--shaf~ ~ be subtracted from the sum of the county 
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elementary transportation obligation and 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 finance the 

difference determined abcv~ in subsection (l)(a), 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. 

(C) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

(2) is insufficient to fully fund the percentage determined 

in 20-9-3471l}{b) and the county is eliqible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 

state egualization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 

b! made under this subsection (c) that allows a district to 

receive foundation program funding in excess of the 

foundation program amount of the district. 
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(2) The preeeeds revenue realized from the county's 

portion of the levy prescribed by this section and the 

~eweft~es revenue from the following sources sha!% must be 

used for the equalization of the elementary district 

founGation programs of the county as prescribed in 20-9-334, 

and a separate accounting shai% ~ be kept of s~eft 

~roeeeds-eftd-revenues 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 

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 treasury as a 

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

a justice 1 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 

aeeeunf: 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 ~he property taxation~ 
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estabi±sfted-by-the-co~nty--%e•y--requireS--by--th%s--sectioft 

including federal forest reserve funds allocated under the 

provisions of 17-3-213; 

(f) net proceeds taxes for interim production and 

production, as defined in 15-23-601; and 

new 

(g) anticipated revenue from veh±e±e property taxes 

and fees imposed under 23-2-517, 23-2-803, 6l-3-504(2)L 

61-3-521, aftd 61-3-537, and 67-3-204." 

Section 38. Section 20-9-333, MCA, is amended to read: 

•20-9-333~ Basic special levy and other revenues foe 

county equalization of high school district foundation 

program. (1) ft--sha%%--he--the--d~ty--or--the The county 

commissioners of each county ta shall levy an annual basic 

special tax for high schools of %7 ~ mills on the dollar of 

the taxable value of all taxable property within the county, 

except for •ehie%es--s~h;eet-te-taxatien-~ftder-6%-3-S94tzt 

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 ta--be collected from this levy sha%~ 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 

following manner: 

the 

(a) In order to determine the amount of revenue raised 
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by this levy which is retained by the county, the sum of the 

estimated ~eYenHes revenue identified in sabseet±ons-tittat 

and-tittbt-beiow-sha%% 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 finance the 

difference determined abeYe in subsection {l)(a), the county 

treasurer shall remit the surplus 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. 

(c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

(2) is insufficient to fully fund the percentage determined 

in 20-9-347(1)(b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

The superintendent of public instruction shall increase the 

state equalization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 
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be made under this subsection (c) that allows a district to 

receive foundation :2f_9gr~_m funding in excess of the 

foundation program amount of the district. 

(2) The preeeede revenue realized from the county's 

portion of the levy prescribed in this section and the 

re•en~ee revenue from the following sources ehs%% 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 shs%% ~ be kept of these 

preeeeds 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 revenue established in 

this section; 

(b) any federal or state meneys money distributed to 

the county as a payment in lieu of ene property taxationL 

estab%isfted--by--~fte--eo~nty--%e•y--~eq~ired-by-this-~ee~~en 

including federal forest reserve funds allocated under the 

provisions of 17-3-213: 

(c) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; and 

(d) anticipated revenue from veh~eie property taxes 

and fees imposed under 23-2-517, 23-2-803, 61-3-504(2)L 

61-3-521, and 61-3-537, and 67-3-204." 
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Section 39. section 20-9-343, MCA, is amended to read: 

•20-9-343. Definition of and revenue for state 

equalization aid~ (1) As used in this title, the term "state 

equalization aid" means these-moneys the money deposited in 

the state special revenue fund as required in this section 

plus any legislative appropriation of money from other 

sources for distribution to the public schools for the 

pttrpese purposes of equalization of the foundation program 

and ~etirement fund expenditures of the public school 

districts. 

(2) ~he----legis%ae±•e----apprepr~a~±en----for---seaee 

@q~al*zaeien-a±d-sha%1-be-ma~e--±n--a--s±ngle--s~m--fer--ehe 

~ienn±~•T The superintendent of public instruction haa 

a~~herity-~e ~ spend e~eh-apprepr±a~±on;-eeqe~~er-with-the 

ea~mar~ed--reven~es--pre•ided--in--s~bseet±on---t3t; funds 

appropriated for state equalization aid as required for 

equalization of the foundation program porposes 

retirement fund expenditures throughout the biennium. 

and 

(3) The following ~haii must be paid into the state 

special revenue fund for state equalization aid to public 

schools of the state: 

(a) 3iT8%-or-aii money received from the collection of 

income taxes under chapter 30 of Title 15, as provided by 

15-1-501: 

(b) i5~-er-aii-mon~y7 except as provided in 15-31-702, 

-88-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0127/0l 

money received from the collection of corporation license 

and income taxes under chapter 31 of Title 15, as provided 

by 15-1-501; 

(c) i99t-o£-the money allocated to state equalization 

from the collection of the severance tax on coal; 

(d) i99t--e£--~he money received from the treasurer of 

the United States as the state's shares of oil, gas, and 

other mineral royalties under the federal Mineral Lands 

Leasing Act, as amended; 

(e) interest and income money described in 20-9-341 

and 20-9-342; 

(f) income from the education trust fund account; and 

(9) money received from the state equalization aid 

levy under [section 49]; 

(h) income from the lottery, as provided in 23-5-1027; 

tgtlil in--addi~ion--to--these--~evenuesT the surplus 

revenues collected by the counties for foundation program 

support according to 20-9-331 and 20-9-333~; and 

(j) investment income earned by investing money in the 

state equalization aid account in the state special revenue 

fund. 

(4) The superintendent of public instruction shall 

request the board of investments to invest the money in the 

state equalization aid account to maximize investment 

earnings to the account. 
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t4till Any surplus revenue in the state equalization 

aid account in the second year of a biennium may be used to 

reduce ehe ~ appropriation required for the next 

succeeding biennium. n 

Section 40. Section 20-9-344, KCA, 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 for 

state equalization aid ~hall 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 aftd--a%% costs and expense incurred in 

connection with any adult education program, recreation 

program, school food services program, new buildings7-new 

and grounds, and transportation. 

(2) The board of public education shall administer and 

distribute the state equalization aid 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 ve~ld-mest-e££ee~iYe%y-meet-~he 

£%nene±a%--need~---o£---d±~triet~ provides for monthly 

distribution to each district of its foundation program 
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~: 

(b) have the power to require s~eh reports from the 

county superintendents, budget boards, county treasurers, 

and trustees as it may-fteem considers necessary: and 

(c) order the superintendent of public instruction to 

distribute the state equalization aid on the basis of each 

district's annual entitlement to sueh the aid as established 

by the superintendent of public instruction. In ordering the 

distribution of state equalization aid, the board of public 

~ducation sha±% ~ not increase or decrease the state 

equalization aid distribution to any district on account of 

any difference which 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 

superint~ndent 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 
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contested case hearing before the board of public education, 

as provided under the Montana Administrative Procedure Act. 

t~tiil SheH~d If a district reeeiwe receives more 

state equalization aid than it is entitled to, the county 

treasurer m~s~ 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. 

t+t(6) (a) The first payment of state equalization aid 

must be~ 

tat based on an estimate of 20\ of each district's 

entitlement; and 

tbt distributed by July 15 of the school fiscal year. 

(b) Each subsequent monthly payment must be at least 

7\ a: the district's amount.• 

Section 41. 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 each district's annual entitlement to 

state equalization aid in support of its retirement fund and 

foundation program, based on the data reported in the e~a~e~ 

retirement and general fund budgets for each district that 

has have 

year and 

been duly 

verified by 

adopted for the current school fiscal 

the superintendent of public 
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instruction and by applying s~eft 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 

annual entitlement of all districts to state equalization 

aid to enable the board of public education to order the 

distribution of state equalization aid; 

(3) distributing by state warrant or electronic 

transfer the state equalization aid, for each district 

entitled to ~ttch the aid, to the county treasurer of the 

county where the district is located, in accordance with the 

distribution ordered by the board of public education; 

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

complete data concerning moftey~ money available for state 

equalization aid and the entitlements for state equalization 

aid of the se~era% districts of the state; 

I 5) 

estimated 

reporting to the board of 

amount whieh that will 

equalization aid; and 

public education the 

be available for state 

(6) reporting to both branches 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 
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available; 

(c) the apportionment made of s~eh the available 

money~ money but not yet distributed; and 

(d) the latest estimate of accruals of moneys money 

available for state equalization aid." 

Section 42. Section 20-9-347, MCA, is amended to read: 

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

apportioruaent in support of foundation program and 

retirement. (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 the total funds 

available to all counties in the state in support of the 

foundation program 

available for state 

(including 

equalization 

the 

aid 

state moneys money 

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 s~eh the county (excluding state moneys money 

available for state equalization aid in support of the 

foundation program) is of the total amount of the foundation 
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programs of all districts of e~eft the county. 

(c) Counties in which the percentage determined in 

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

subsection (l)(a) shsll--fte~--be are not entitled to an 

apportionment of 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 

mefteye money available to all remaining counties in support 

of the foundation program (including the state mofteys money 

available for state equalization aid in support of the 

foundation program) is of the total amount of the foundation 

programs of all sueb remaining counties. 

(e) Each district of each remaining county afteii-be is 

entitled to an appo~tionment of the state equalization aid 

wftie"-~ha%~-be in support of the foundation program equal to 

the difference between the percentage determined in 

subsection (l)(d) and the percentage determined for saeh the 

county in subsection (l)(b) multiplied by the foundation 

program amount for s~eh the district. 

(2) The superintendent of public instruction shall 

also apportion state equalization aid to each district in 

support of the district•s retirement fund expenditures, 

except as provided in 20-9-501(3), in the following manner 

and in accordance with rules that must be adopted by the 
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superintendent of public instruction: 

(a) For school fiscal year 1992, each county that 

would be required to levy, in support of the retirement fund 

budgets of the elementary and high school districts in the 

county, more than the average number of mills levied per 

county in taxable year 1989 for elementary or high school 

district retirement fund budgets, respectively, shall 

receive equalization aid equal to the amount required to be 

raised in excess of the amount raised in that county by the 

average levy per county. 

(b) For school fiscal year 1993, each county shall 

receive retirement equalization aid equal to 50\ of the 

amoun~ required by the elementary districts and high school 

districts in the county. 

(c) For school fiscal years 1994 and succeeding years, 

each district shall receive retirement equalization aid 

equal to the full amount required by the elementary 

districts and high school districts in the county. 

titl!l The superintendent of public instruction shall 

supply the county treasurer and the county superintendent 

with a report of the apportionments of state equalization 

aid to the severai-dietriete county and each district of the 

county, and the state equalization aid shai% must be 

apportioned to s~eh the county and the districts 

accordance with stteh the report.•• 
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Section 43. section 20-9-351, MCA, is amended to read: 

•20-9-351. Funding of deficiency in state equalization 

aid. If the ro~ndation--pro~ram--%eve±--made--~nder--~he 

prow~s~ens-er-iS-9-348-~s-ress-~ftan-±98''-i~--sfta%%--be--~he 

d~ey--et money available for state equalization aid is not 

sufficient to provide the foundation program schedule 

support determined in 20-9-348 and the retirement fund 

support required under 20-9-347, the superintendent of 

public instruction eo shall request the budget director to 

submit a request for a supplemental appropriation in the 

second year of the biennium that wo~%d-be is sufficient to 

complete the funding of retirement and the foundation 

programs of the elementary or secondary schools, or both, 

for the current biennium." 

Section 44. section 20-9-353, MCA, is amended to read: 

"20-9-353. Additional levy for general fund 

election for authorization to impose~ (1) ~be Except as 

limited by 20-9-315(2), the trustees of any district may 

propose to adopt a general fund budget in excess of the 

~enersi-fttnd-b~e~ee-ameunt foundation program for ~aeh the 

district e~-e~tabli~hed-by-the-~ehedttle~-tft-28-9-3%6-thrett~h 

28-9-321 for any of the following purposes: 

(a) building, altering, repairing, or enlarging any 

24 schoolhouse of the district; 

25 (b) furnishing additional school facilities for the 
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district; 

(c) acquisition of land for the district: 

(d) proper maintenance and operation of the school 

programs of the district. 

(2) When the trustees of any district determine that 

an additional amount of financing is required for the 

general fund budget that is in excess of the statutory 

schedule amount, the trustees shall submit the proposition 

of an additional levy to raise e~eft the excess amount of 

general fund financing to the electors who are qualified 

under 20-20-301 to vote upon ~tteh the proposition~ except 

that no an election sh8%%-be is not required to permit the 

school trustees to use any funds available to finance the 

additional amount other than those funds to be raised by the 

additional levy. Stteb The special election shal~ must be 

called and conducted in the manner prescribed by this title 

for school elections. The ballot for s~en the election sha%% 

must state only the amount of money to be raised by 

additional property taxation, the approximate number of 

mills required to raise s~eft the money, and the purpose for 

which stteh the money will be expended;~ and--~~--~ha%% The 

ballot must be in the following format: 

PROPOSITION 

Shall a levy be made in addition to the levies 

25 authorized by law in SHeft the number of mills as may be 
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necessary to raise the sum of (state the amount to be raised 

by additional tax levy), and being approximately (give 

number) mills, for the purpose of (insert the purpose for 

which the additional tax levy is made)7 

[]FOR the levy. 

[)AGAINST the levy. 

(3) If the election on any additional levy for the 

general fund is approved by a majority vote of ~fte~e the 

electors voting at sHeft the election, the proposition sha%~ 

earry carries and the trustees may use any portion or all of 

the authorized amount in adopting the preliminary general 

fund budget. The trustees shall certify the additional levy 

amount authorized by s~eft-a the special election on the 

bud9et form that is submitted to the county superintendent, 

and the county commissioners shall levy s~eh the authorized 

number of mills on the taxable value of all taxable property 

within the district, as prescribed in 20-9-141, as-a~e 

reqHired to raise the amount of s~eh the additional levy. 

(4) Authorization to levy an additional tax under the 

provisions of this section shaii-be is effective for only 1 

school fiscal year and shati ~ be authorized by a special 

election conducted before August 1 of the school fiscal year 

for which it is effective. •• 

Section 45. Section 20-9-501, MCA, is amended to read: 

"20-9-501. Retirement fund. (1) The trustees of any 
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district employing personnel who are membera of the 

teachers' retirement system or the public employees• 

retirement system or who are covered by unemployment 

insurance or who are covered by any federal social security 

system requiring employer contributions shall establish a 

retirement fund for the purposes of budgeting and paying the 

employer's contributions to such systems. The district's 

contribution for each employee who is a member of the 

teachers' retirement system shai% must be calculated in 

accordance with Title 19, chapter 4, part 6. The district's 

contribution for each employee who is a member of the public 

employees• retirement system sha~% must be calculated in 

accordance with 19-3-801. ~fte-d±strie~-may-±evy-a-speeiei 

eaz-·-to--~ay--~ts--eontribut~on--~e--the--p~b~*e--emp~eyee~~ 

ret±rement---~ys~em---under--the--eend~ttens--prese~tbe8--in 

t9-3-i64~ The district's contributions for each employee 

covered by any federal social security system sha%% must be 

paid in accordance with federal law and regulation. The 

district's contribution for each employee who is covered by 

unemployment insurance sfta±% must be paid in accordance with 

Title 39, chapter 51, part 11. 

(2) The trustees of any district required to make a 

contribution to any s~eft system referred to in subsection 

1!l shall include in the retirement fund of the preliminary 

budget the estimated amount of the employer's contribution 
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end-s~e~-addi~iona%-moneysT--within--%ega%--±imitattonsT--as 

t~ey--may--wish--te--~revide--tor--t~e--~etirement-f~nd-eash 

reserve. After the final retirement fund budget has been 

adopted, the trustees shall pay the employer contributions 

to such systems in accordance with the financial 

administration provisions of this title. 

t3t--When--the--rina±--ret±rement--£~nd-b~dqet-has-been 

adepted7-the-ee~nty-s~perintendent-~ha%±-estab%ish-the--ievy 

reqa~rement-by~ 

tat--detera±n±nq--~he--s~m--o£--the-meneys-avaiiabie-te 

~ed~ee-the-retirement-r~nd-ievy-reqHirement-by-adding~ 

tit--any-antieipated-moneys-that-may-be-reslized-in-ehe 

re~iremene-£and--darin~--tfte--ens~ing--sehee%--fisea%--year7 

~ne%adinq--an~~eipa~ed--re•en~e--£rea-vehie%e-properey-eaxes 

%mposed-~nder-6l-3-594tit-and-6l-3-53~~ 

tiit-nee-preeeeds-~axes-fer-interim-~reft~eeien-and--new 

pred6e~ienr-as-defifted-±ft-l5-i3-69lr-eftd 

ti~it-any---easft---avai%ab%e---fer--reappropriatien--as 

de~ermifted-~y-s6~~raetift9-the-ame6n~-e£-~he--end-e£-the-year 

eash--ea%anee--earmarked-ae-the-retiremene-£~nd-eash-reserYe 

fer-tfte-ensaing-~ehee%-fisea%-year-by-the-tr~stees-£rem--the 

end-eE-the-year--eash--ba%anee--tn--the-retirement-£and.-fhe 

retirement-fand-ea~h-reserye-sha%%-net-be-more-than--35,--ef 

the--fina%--ret±rement--fand--bttdget--for-the-ensuin9-schoo% 

Eisea%-year-anft-sha%%-be-ased--fer--the--parpose--o£--pay~n9 
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retir~ment--fund--warrants--issaed-by-tfte-distriet-HnSer-the 

rina%-retirement-£and-bad~et. 

t~t--~a~~reetift~-~he-~e~ai-er-the-mefteys-eveila~le--rer 

redue~ien---ef---~fte---le•y--reqa±remen~--ae--determ±fted--ift 

s~bsection-t3ttat-£rom-the-b~d~e~ed-amoant-for--expendit~res 

in-the-~~na%-reeirement-f~nd-ba89ee. 

t4t--~he-ee6n~y-s~per%ft~endent-shali~ 

tat--tota%--tfte--net--re~irement-fand-ie•y-reqa±remen~s 

separaee±y-~er-a%1-elementary--seftoe%--dis~rie~~T--a~±--hi~h 

~ehee%-distriete7 -and-a%%-eemmanity-ee%%e9e-dietriets-ef-tfte 

eoanty,--ine%ading--any--prorated--jein~-distriet-or-specia% 

edaea~ten-eeeperat~ve-agreement-%eyy-reqairements~ 

7bt--redaee-tfte-tota%-retirement-£and-%evy-req~irement~ 

ef-eiementary-seheol-ftistr~ets-and-fti~h-sehee±-districts--by 

the-amoant-availah%e-in-state-retirement-eqaa%ization-aid-as 

eaiea±ated-and-distribated-ander-the-provisions-o£-i&-9-53%~ 

and 

tet--repert--eeeh--s6eh--ievy-req6~reaeftt-to-the-eoanty 

eommissioners--on--the--seeond--Menday--ef--Aagast--as---the 

respeetive-eeanty-le•y-requirements-for-eiementary-ftistriet7 

hi9h---seheei---distr~etT--and--eommanity--ee%ie~e--distriet 

retirement-£andsT 

tSt--~he-eeunty-eemm~ssieners-shai%-fix--and--set--saeh 

eeunty-%eYy-in-aeeerdanee-with-i9-9-i4iT 

t6t--~he--ftet--retirement--£6ftd--levy-req6irement-£er-a 
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;e~ftt-e%emen~ary-d~aeriet-er-a-jeint--high--seheet--district 

sfta~i--be--prerated--ee--eaeh-eounty-in-whieh-a-pare-e£-sueh 

dtser~e~-~s-iecaeed-tft-the-$ame-prcport*on-as--eae--distrtee 

AMB--or-ehe-;etnt-diseriet-is-distrib~ted-hy-pupii-~esidenee 

in-eaeh-s~eh--eounty~--~he--eo~nty--sHperintendents--o£--the 

ceanties-affeeted-shaii-;eintiy-deteraine-the-net-retirement 

!und--leyy--req~ireaent--Eor--eaeh--county--as--previded--in 

~8-~-%5%~ 

tTt--~he--net--retirement--£und--iewy--reqairement--for 

distriets--that-are-members-of-speeial-edueation-eeoperative 

agreements-shali-be-prerated-to-eaeh-eoanty--in--whieh--sueft 

dtsertee-~s-iocated-in-ehe-s~me-propo~tion-8s-ehe-bud~ee-!er 

the--spee~s%-edttestion-eoeperative-agreement-o£-the-distriet 

bears-te-~he-~otal-bndget-of--~he--eeope~at±•e•--The--eoanty 

s~perintendents--o£--the--eoantie~--af£eeted--shall--;ointly 

~etermifte-the-net-retirement-fand-%evy-~eqtt±rement-for--eaeh 

eeanty--in--the--saae-manner-as-p~ovided-±n-i9-9-%5l-and-fix 

end-levy-the-net-retirement-fund-%evy-£or-eaeh-eettnty-±n-the 

same-menner-es-prn¥ided--in--28-9-t52~---tSubseeeinn--t4ttbt 

effeeei•e-d~ty-lT-t988--see~-8T-eh~-63S7-b~-%~8~~t 

(3) Retirement equalization aid may not be paid in 

support of discretionary retirement costs incurred by a 

district that provides termination pay or lump-sum deferred 

compensation for an employee. The trustees may levy a 

special tax to pay the district's contribution to the 
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appropriate retirement system for these discretionary 

obligations in accordance with 20-9-142.• 

Section 46. Section 23-5-1027, MCA, is amended to 

read: 

•23-5-1021. Disposition of revenue. (1) A minimum of 

45\ of the money paid for tickets or chances must be paid 

out as prize money. The prize money is statutorily 

appropriated, as provided in 17-7-502~ to the lottery. 

(2) Commissions paid to lottery ticket or chance sales 

agents are not a state lottery operating expense. 

(3) That part of all gross revenue not used for the 

payment of prizes, commissions~ and operating expenses, 

together with the interest earned on the gross revenue while 

the gross revenue is in the enterprise fund, is net revenue 

and must be paid quarterly from the enterprise fund 

established by 23-5-1026 to the superintendent of public 

instruction for distribution as state equalization aid te 

the--rettreMeft~--fttnd--ebiigee~ens--er--elemen~a~y--and-h~~h 

sehooi-d±striets-ift-eae-manne~-proY±ded-±n-i8-9-53i for the 

public schools of Montana. The net revenue is statutorily 

appropriated, as provided in 17-7-502, to the superintendent 

of public instruction. 

(4) The spending authority of the lottery may be 

increased in accordance with this section upon review and 

approval of a revised operation plan by the budget office. 11 
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Section 47. Section 90-6-309, MCA, is amended to read: 

"90-6-309. Ta>: prepayment large-scale aineral 

develo~nt. (1) After permission to commence operation is 

granted by the appropriate governmental agency, and upon 

request of the governing body of a county in which a 

facility is to be located, a person intending to construct 

or locate a large-scale mineral development in this state 

shall prepay property taxes as specified in the impact plan. 

This prepayment shall exclude the 6-mill university levy 

established under 20-25-423 and may exclude the mandatory 

county ~evy levies for the school foundation program of-45 

m~iis established in 20-9-331 and 20-9-333. 

(2} The person who is to prepay under this section 

shaii is not be obligated to prepay the entire amount 

established in subsection (1) at one time. Upon request of 

the governing body of an affected local government unit, the 

person shall prepay the amount shown to be needed from time 

to time as determined by the board. 

(3) The person who is to prepay shall guarantee to the 

hard-rock mining impact board, through an appr-opriate 

financial institution, as may be required by the board, that 

property tax prepayments will be paid as needed for 

expenditures created by the impacts of the large-scale 

mineral development~ 

(4) When the mineral development facilities are 
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compl~ted and assessed by the department of revenue, they 

shatt-be ~ subject during the first 3 years and thereafter 

to taxation as all other property similarly situated, except 

that in each year after the start of production, the local 

government unit that received a property tax prepayment 

shall provide for repayment of prepaid property taxes in 

accordance with subsection (5)~ 

(5) A local government unit that received all or a 

portion of the property tax prepayment under this section 

shall provide for tax crediting as specified in the impact 

plan. The tax credit allowed in any year may not, however, 

exceed the tax obligation of the developer for that year, 

and ·:he time period for taz crediting is limited to the 

productive life of the mining operation." 

NEW SECTION. Section 48. CO.prehensive insurance fund 

balance -- transfer. A district that has a balance remaining 

on (the effective date of this section] in the district 

comprehensive insurance fund shall transfer the balance to 

the district general fund. 

NEW SECTION. Section 49. State equalization aid levy. 

There is a levy of 45 mills imposed on all taxable property 

within the state, except property for which a tax or fee is 

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

61-3-537, and 67-3-204. Proceeds of the levy must be 

remitted to the state treasurer and must be deposited to the 
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credit of the state speci4l revenue fund for state 

equalization aid for the public schools of Montana. 

NEW SECTION. Section 50. State and county 

equalization revenue statutory appropriation. Revenue 

received in support of state and county equalization under 

the provisions of 20-9-331, 20-9-333, and 20-9-343 is 

statutorily appropriated, as provided in 17-7-502, to the 

superintendent of public instruction to be used for county 

equalization and state equalization aid for the public 

schools, as provided by law, and must be accounted for in 

accordance with generally accepted accounting principles. 

NEW SECTION. Section 51. Purpose 

teleca.aunications network -- implementation -- consultant. 

(1) The purpose of this section is to promote the use of 

telecommunications technology for the purposes of enhancing 

educational opportunities provided to students in the 

Montana public school system and promoting equal access by 

students to those opportunities. 

(2) To provide for the training and education needs of 

public schools, the department of administration shall 

retain a telecommunications engineering 

support the development of design 

specifications for statewide video 

consultant 

criteria 

networking 

to 

and 

and 

improvements in the use of existing voice and data networks 

in the state. 
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consultant 

(a) seek advice and recommendations on improvements in 

telecommunications 

entities: 

within Montana from the following 

(i) the office of the superintendent 

instruction; 

(ii) the university system; 

of public 

(iii) local government and school district officials: 

(iv) agencies involved in economic development; 

(v) the executive, judicial, and legislative branches 

of state government; and 

(vi) local exchange carriers providing service within 

the state; and 

(b) recommend and initiate network improvements during 

the biennium through shared use and enhancements of existing 

telecommunications systems, with emphasis 

financial commitments to the extent possible. 

NEW SECTION. Section 52. Definition. 

on 

As 

limiting 

used in 

[sections 52 through 58], "committee11 means the legislative 

oversight committee on school funding implementation created 

in [section 53]. 

NEW SECTION. Section 53. Legislative 

committee on school funding implementation 

oversight 

composition 

and appointment. (1) There is a legislative oversight 
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committee on school funding implementation. 

(2) The committee consists of 11 members, including: 

(a} four members of the house of representatives 

appointed by the speaker of the house: 

(b) four members of the senate appointed by the 

committee on committees of the senate; 

(c) the superintendent of public instruction or his 

designee as an ex officio nonvoting member; 

(dl a member of the board of public education as an ex 

officio nonvoting member; and 

(e) the governor or his designee as an ex officio 

nonvoting member. 

(3) No more than two legislative members from each 

house may be of the same political party. 

NEW SECTION. Section 54. Term of office vacancies. 

(1} A committee member shall serve until the committee 

terminates as provided in [section 58). 

(2) A vacancy on the committee must be filled in the 

same manner as the original appointment. 

NEW SECTION. Section 55. Officers meetings 

quorum -- compensation. (1) The committee shall choose from 

its membership a chairman and vice chairman. 

(2) The committee shall meet upon the call of the 

chairman or at the request of any five members. 

13) Six members constitute a quorum to transact 
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business. 

(4) A legislative member is entitled to compensation 

as provided in 5-2-302. 

NEW SECTION. Section 56. Duties of c011111.ittee. The 

duties of the committee include but are not limited to: 

(l) monitoring the implementation of school funding 

equalization, including: 

(a) identification of any problems of implementation 

and options for resolving these problems: 

(b) continued analysis of school district budget and 

expenditure data and of improvements in school district 

accounting and reporting procedures; and 

,c) examination of other issues related to 

implementation; 

(2) directing the following studies of issues related 

to school funding equalization: 

(a} school transportation equalization, including but 

not limited to: 

(i) mechanisms to equalize transportation funding; and 

(ii) analysis of issues related to the costs and 

of school transportation, including efficiencies 

reimbursement 

transporting 

schedules, 

ineligible 

load requirements, 3-mile limit, 

transportees, functions of the 

county transportation committee, 

reporting and budgeting duties; 
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(b) school district capital outlay and debt service 

equalization, including but not limited to: 

(i) analysis of school district funds and budgets for 

various school district capital outlay and debt service 

obligations; and 

(ii) options for equalizing school district capital 

outlay and debt service obligations; and 

(c) continued study of issues related to equalization, 

including but not limited to retirement, uncollected taxes, 

tuition, student-based funding distribution methods, special 

education funding, and federal Public Law 81-874 revenue, 

especially as it pertains to revenue not linked to Native 

American students; 

(3) ongoing analysis of revenue sources related to 

school funding; 

(4) holding discussions with any party contemplating 

litigation regarding compliance with the supreme court and 

district court rulings on school funding equalization; and 

(5) reporting its findings, options for legislative 

consideration, and any proposed legislation to the governor 

and the 52nd legislature. 

NEW SECTION. Section 57. Staff assistance. The 

committee may request the following governmental entities to 

provide staff assistance to the committee: 

(l) the office of public instruction; 
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(2) the governor 1 s office of budget and 

planning; 

(3) the board of public education; 

14) the legislative council; 

program 

(5) the office of the legislative fiscal analyst; and 

(6) the office of the legislative auditor. 

NEW SECTION. Section 58. Termination. [sections 

through 58) terminate December 31, 1990. 

52 

Section 59. Section 7-1-2111, MCA, is amended to read: 

•1-1-2111. Classification of counties. {1) For the 

purpose of regulating the compensation and salaries of all 

county officers, not otherwise provided for, and for fixing 

the penalties of officers 1 bonds, the seversl counties of 

this state shaii must be classified according to that 

percentage of the true and full valuation of the property 

therein in the counties upon which the tax levy is made, 

except for vehicles subject to taxation under 61-3-504(2), 

as follows: 

(a) first class--all counties having s~eh a taxable 

valuation of $50 million or over; 

{b) second class--all counties having s~eft a taxable 

valuation of more than $30 million and less than $50 

million; 

(c) third class--all counties having ~tteh a taxable 

valuation of more than $20 million and less than $30 
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millionJ 

(d) fourth class--all counties having s~eh a taxable 

valuation of more than $15 million and less than $20 

million, 

(e) fifth class--all counties having s~eh a taxable 

valuation of more than $10 million and less than $15 

million; 

(f) sixth class--all counties having s~eft a taxable 

valuation of more than $5 million and less than $10 million; 

(g) seventh class--all counties having s~eh a taxable 

valuation of less than $5 million. 

(2) As used in this section, taxable valuation means 

the taxable value of taxable property in the county as of 

the time of determination plus: 

(a) that portion of the taxable value of the county on 

December 31, 1981, attributable to automobiles and trucks 

having a rated capacity of three-quarters of a ton or less: 

(b) that portion of the taxable value of the county on 

December 31, 1989, attributable to automobiles and trucks 

having a rated capacity of more than three-quarters of a ton 

but less than or equal to 1 ton; 

(c) the amount of interim production and new 

production taxes levied, as provided in 15-23-607, divided 

by the appropriate tax rates described in l5-23-607(2)(a) or 

(2)(b) and multiplied by 60\; and 
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(d) the amount of value represented by new production 

exempted from tax as provided in 15-23-612 multiplied by 

60\, plus the value of any other production occurring after 

December 31, 1988, multiplied by 60\." 

Section 60. section 7-7-2101, MCA, is amended to read: 

"7-7-2101. Liaitation on a-;)Unt of county 

indebtedness. (l) No county may become indebted in any 

manner or for any purpose to an amount, including existing 

indebtedness, in the aggregate exceeding 23\ of the total of 

the taxable value of the property therein subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607(2)(a) or (2)(b) and multiplied by 

60,, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612 multiplied by 

~lus the value of any other production occurring after 

December 31, 1988, multiplied by 60,, as ascertained by the 

last assessment for state and county taxes previous to the 

incurring of ~~eh the indebtedness. 

(2) No county may incur indebtedness or liability for 

any single purpose to an amount exceeding $500,000 without 

the approval of a majority of the electors thereof voting at 

an election to be provided by law, except as provided in 

7-21-3413 and 7-21-3414. 

(3) Nothing in this section shall apply to the 
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acquisition of conservation easements as set forth in Title 

76, chapter 6. 11 

Section 61. Section 7-7-2203, MCA, is amended to read: 

•7-7-2203. Liaitation on amount of bonded 

indebtedness. (1) Except as provided in subsections (2) 

through (4), no county may issue general obligation bonds 

for any purpose which, with all outstanding bonds and 

warrants except county high school bonds and emergency 

bonds, will exceed 11.25\ of the total of the taxable value 

of the property therein, plus the amount of interim 

production and new production taxes levied divided by the 

appropriate tax rates described in 15-23-607(2)(a) or (2){b) 

and multiplied by 60,, plus the amount of value represented 

by new production exempted from tax as provided in 15-23-612 

multiplied by 60\, plus the value of any other production 

occurring after December 31, 1988, multiplied by 60%, to be 

ascertained by the last assessment for state and county 

taxes prior to the proposed issuance of bonds. 

(2) In addition to the bonds allowed by subsection 

(1), a county may issue bonds which, with all outstanding 

bonds and warrants, will not exceed 27.75\ of the total of 

the taxable value of the property in the county subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607(2)(a) or (2)(b) and multiplied by 
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60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612 multiplied by 

60\, when necessary to do so, plus the value of any other 

production occurring after December 31, 1988, multiplied by 

60\ for the purpose of acquiring land for a site for county 

high school buildings and for erecting or acquiring 

buildings thereon and furnishing and equipping the same for 

county high school purposes. 

(3) In addition to the bonds allowed by subsections 

(1) and {2), a county may issue bonds for the construction 

or improvement of a jail which will not exceed 12.5\ of the 

taxable value of the property in the county subject to 

taxation. 

(4) The limitation in subsection (1) does not apply to 

refunding bonds issued for the purpose of paying or retiring 

county bonds lawfully issued ptior to January 1, 1932, or to 

bonds issued for the repayment of tax protests lost by the 

county." 

Section 62. Section 7-14-2524, MCA, is amended to 

read: 

"7-14-2524. Limitation on amount of bonds issued -

ezcess void. (1) Except as otherwise provided hereafter and 

in 7-7-2203 and 7-7-2204, no ~ county sha%i may not issue 

bonds which, with all outstanding bonds and warrants except 

county high school bonds and emergency bonds, will exceed 
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11.25\ of the total of the taxable value of the property 

therein, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in l5-23-607(2)(a) or (2)(b) and multiplied by 

60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612 multiplied by 

60,, plus the value of any other production occurring after 

December 31, 1988, multiplied by 60\. The taxable property 

and the amount of interim production and new production 

taxes levied s~aii ~ be ascertained by the last 

assessment for state and county taxes prior to the issuance 

of s~eh the bonds. 

(2) A county may issue bonds which, with all 

outstanding bonds and warrants except county high school 

bonds, will exceed 11.25\ but will not exceed 22.5\ of the 

total of the taxable value of such property, plus the amount 

of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(4) or (2)(b) and multiplied by 60\, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, plus the value of any other 

production occurring after December 31, 1988, multiplied by 

60\ when necessary for the purpose of replacing, rebuilding, 

or repairing county buildings, bridges, or highways which 

have been destroyed or damaged by an act of God, disaster, 
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catastrophe, or accident. 

(3) The value of the bonds issued and all other 

outstanding indebtedness of the county, except county high 

school bonds, shall not exceed 22.5\ of the total of the 

taxable value of the property within the county, plus the 

amount of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60\, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, plus the value of any other 

production occurring after December 31, 1988, multiplied by 

60\, as ascertained by the last preceding general 

assessment.~ 

Section 63. Section 7-14-2525, MCA, is amended to 

read: 

"7-14-2525. Refunding agreements and refunding bonds 

authorized. (1) Whenever the total indebtedness of a county 

exceeds 22.5\ of the total of the taxable value of the 

property therein, plus the amount of interim production and 

new production taxes levied divided by the appropriate tax 

rates described in 15-23-607(2)(a) or (2)(b) and multiplied 

by 60\, plus the amount of value represented by new 

production exempted from tax as provided in 15-23-612 

multiplied by 60\, plus the value of any other production 

occurring after December 31, 1988, multiplied by 60\, and 
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the board determines that the county is unable to pay sueh 

the indebtedness in full, the board may: 

(a) negotiate with the bondholders for an agreement 

whereby the bondholders agree to accept less than the full 

amount of the bonds and the accrued unpaid interest thereon 

in satisfaction thereof; 

(b) enter into such agreement; 

(c) issue refunding bonds for the amount agreed upon. 

(2) These bonds may be issued in more than one series, 

and each series may be either amortization or serial bonds. 

(3) The plan agreed upon between the board and the 

bondholders shall be embodied in full in the resolution 

providing for the issue of the bonds." 

Section 64. Section 7-16-2327, MCA, is amended to 

read: 

"7-16-2327. Indebtedness for park purposes. ( 1) 

Subject to the provisions of subsection (2), a county park 

board, in addition to powers and duties now given under law, 

sl!aH---ha•e has the power and duty to contract an 

indebtedness in behalf of a county, upon the credit thereof, 

for the purposes of 7-16-2321(1) and (2). 

(2) (a) The total amount of indebtedness authorized to 

be contracted in any form, including the then-existing 

indebtedness, must not at any time exceed 13\ of the total 

of the taxable value of the taxable property in the county, 
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plus the amount of interim production and new production 

taxes levied divided by the appropriate tax rates described 

in l5-23-607(2)(a) or (2)(b) and multiplied by 60\, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, plus the value of any other 

production occurring after December 31, 1988, multiplied by 

60\, ascertained by the last assessment for state and county 

taxes previous to the incurring of s~ch the indebtedness~ 

lb) No money may be borrowed on bonds issued for the 

purchase of lands and improving same for any such purpose 

until the proposition has been submitted to the vote of 

those qualified under the provisions of the state 

constitution to vote at such election in the county affected 

thereby and a majority vote is cast in favor thereof." 

Section 65. Section 15-6-132, MCA, is amended to read: 

"15-6-132. Class two property description 

taxable percentage. (1) Class two property includes~ 

tat the annual gross proceeds of metal mines~ 

tbt--~ne--ann~a~--gross--preeeeds--o£--~naergre~nd-eea% 

mines;-and 

tet--~he-annHa%-9ress-proeeed~-e£-eea±-mines-~sin9--the 

strip-minin9-me~hed. 

(2) Class two property is taxed as-£eiiows~ 

tat--Preperty--deseriBed--in-sdbsee~ieft-t~ttat-is-~axee 

at 3' of its annual gross proceeds, as defined in 15-23-801. 
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tbt--Property-deseribed-in-subseetion-t%ttbt--is--taxed 

at-33-%13•-er-its-aftftua±-gross-proeeedsT 

tet--Preperty--deseribed--in-subseetieft-t±ttet-is-ta•ed 

at-45t-of-it~-ennaai-9'ross-proeeeds-." 

Section 66. Section 15-23-602, KCA, is amended to 

read: 

"15-23-602. Statement of sales proceeds on interim 

production and new production. (1) Bxeept-as As provided in 

subsection (2), each operator or producer of interim 

production or new production of natural gas, petroleum, or 

other crude or mineral oil m~st-en-or-be£ere-Ap~t~-%S-~n 

eaeh-year shall make out and deliver to the department of 

revenue a statement of the gross sales proceeds of such 

interim production or new production of natural gas, 

petroleum, or other crude or mineral oil from each well 

owned or worked by s~eh the person S~rift~-the-nexe-preeed~ng 

ea%endar-year. The gross sales proceeds sftai% must be 

determined by multiplying the units of production sold from 

the well times the royalty unit value of that production at 

the well. S~eft The statement shall must be in the form 

prescribed by the department and must be verified by the 

oath of the operator or producer or the mana~er, 

superintendent, agent, president, or vice-president of s~eh 

the corporation, association, or partnership. s~eh The 

statement Sftaii must show the following: 
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'a) the name and address of the operator, together 

with a list in duplicate of the names and addresses of any 

aftd-ai% persons owning or claiming any royalty interest in 

the production from the well or the proceeds derived from 

the sale enereef of the production, and the amount er 

amean~s paid or yielded as royalty to each of s~eh those 

persons during the period covered by the statement; 

(b) the description and location of the well: 

(c) the number of cubic feet of natural gas, barrels 

of petroleum or other crude or mineral oil sold from the 

well during the period covered by the statement; and 

(d) the gross sales proceeds in dollars and cents or, 

in tt-.e case of sales between parties not acting at arm's 

length, the greater of the gross sales proceeds from or the 

fair market value of the products sold~ 

tet--exeepe--fer--ift~erim-pred~eeieft-and-new-p~odaee~on 

as-defined-in-±5-z3-69i-:

ttt--aeeaa%-eeet-c£-extraetin9-predae~-frem-we±%7 

tiit-eeet-e£-eonstr~etienT-repairs7-and-beteerments; 

tiiit-aet~a%--eeet--of--fire--iftsaranee--and---wor~ersL 

eoapensation-insuranee; 

tivt-~fte--aao~nt--patd--or--witftfte%d-ift-satis£aetien-e£ 

%iabi%ity-fer-exeise-taxes-impesed-by-the-s~s~-government-on 

the--prod~etionT--sa%e,--er--remeva%--or--the--natare%--gesT 

petro%e~mT--or--otfter-erade-er-minera%-ei%-reperted-pars~ant 
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~o-sabseet~en-t~ttetT-iftelad~n~-a-separate-s~atemeft~-e£--efte 

amoant--er--ebeh--ta~es--paid--er-withheid-frem-eaeh-reyai~y 

ewner. 

{2) Each operator having interim production or new 

production as defined in 15-23-601 shall, on or before the 

last day of the months of October, January, April, and July, 

make out and deliver to the department of revenue a 

statement of the qross sales proceeds of s~eh the interim 

production or new production from each well owned or worked 

by saeh the person during the preceding calendar quarter. 

The statement must be in the form prescribed by the 

department and verified as provided in subsection (1). The 

statement sha~% ~ show the information required in 

subsections (l)(a) through (l)(d)." 

Section 67. Section 15-23-603, MCA, is amended to 

read: 

"15-23-603. Net proceeds -- how computed. (1) e .. eept: 

es As provided in subsection t3t ~, the department of 

revenue shall calculate and compute from the returns the 

gross sales proceeds of the product yielded from •~eft the 

well for the year covered by the statement and shall 

calculate the net proceeds of the well yielded to the 

producer, which net proceeds shaii--be !!! determined by 

subtractin9 from the gross sales proceeds ~heree£--efte 

ro%iew~ft9• of the well 
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tat all royalty paid in cash by the operator or 

producer and the gross value of all royalty apportioned in 

kind by the operator or producer ~hat-sftait-be determined by 

using as the value of a barrel of oil or a cubic foot of gas 

the average selling price for the calendar year of a barrel 

of oil or a cubic foot of gas from the well out of which the 

royalty was paid;~ 

tbt--~ii---meney---expended--ior--neee~~ery--%sbor--sn8 

maeh±ne~y-needed-and-~ee8-±n-the-o~e~a~ien-end--deve%opment~ 

tet--exeept--ss--prov~8ed--±n-s~bseet~on-t5t;-a%i-money 

expended-£or-neee~sa~y--e~pp±±es--needed--and--~eed--±n--th~ 

opera~~on-and-deve±opmen~; 

tdt--a%i--meney-expended-!or-±mprovements;-repa±re7-end 

bet~erments-neee~~ary-±n-and-abo~t-the-work~n9-o£-the--we%%; 

tet--that--pert±on--o£--a~%--money,--inci~ding-eeses-ef 

ine~renee;-expended-fcr-the-aeq~isitien-and-eperation-of-any 

vehie%e-~sed-~n-the-eperation-and-deve~opment--e£--the--weii 

wftieh--bears--~fte--eame--rat~o-te-ai%-money-expended-rer-ehe 

aeq~is~t~en-and-~se-o£-the-veh%ele-d~ring-tfte--year--eovered 

by--the-etatement-as-the-nttmber-of-m±ies-the-vehieie-is-~sed 

in-operatien-and-deve%opment-o!-the--wei%--d~ring--the--year 

eovered--by--the--statement--beare--to--the--tote%-miles-efte 

vehie±e-~s-~eed-d~ri~g-~he-yea~-eeve~ed-by-the-s~a~emeft~~ 

t£t--a%i-aoney-expended-£o~--r~~e--~ns~ranee7--wcrkers~ 

eempen~ation--±na~~anee;--%iabi±~ty--tns~rance,-and-eas~e%ty 
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ins~ranee--diree~±y--ettrib~table--~e--the---epe~atie~---and 

deyeiopment--o£--tfte--we%%--and-for-payments-by-eperaters-te 

we%fare-and-ret±rement--~~nds--w~en--provided--£or--±n--waqe 

eontraets-between-eperaters-and-emp~eyees; 

t~t--a%1---money---expended---for--any--performanee--er 

indemn±ty-benes-re~~ired-by-the-%aws-e£-thi~--state--or--the 

r~les--of--any--state--ageney7--with-re~peet-to-the-we%l-£er 

wn±eft-the-net-proeeeds-are-be~n9-eale~latedt 

tht--~9,-e£-the-ame~nt-paid-or-w±thhe~d-±n-sat±s£aetion 

o~-i±ability-£or-exeise-taxes-imposed-by-tfte-HoSo-gevernment 

on-the-prodttet±on7-~a±e,-or--remowa±--ot--the--natura±--gasT 

petreie~m,--er--ee~er-er~de-er-minera±-e~±-yie±ded-frem-sach 

veii7-e~~er-e~an--ehe--ame~nt--e£--~~eh--ta~es--paid--by--er 

w~ehhe±d-from-eaeh-roya%ty-owner;-and 

tit--net-preeeeds-determined-cnder-sabseet±on-t3t• 

tit--He--meney--~nveseed--±n--t~e-we%%-and-±mprevemenes 

dttr%n9-any-year-ezeep~-~he-year-£or-vhieh-s~ch-statement--±s 

made--may--be--±ne%ttded--±n--saeh--expenditttres7--exeept--as 

proviaea-ia-%5-i3-69•T-aae-saeh-expeftd±tures-may-"ot-iftezude 

the-sa%aries-or-any-pertien-theree£-e£-8ny-persen-er-o££ieer 

not--aettta%%y--engaged--in--the--work~nq--o£--the--vell---er 

saperintending-the-m8nagement-thereef~ 

t3tl!l For interim production or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 
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from ~~eh the well for the year quarter covered by the 

statement, except that in computing the total number of 

barrels of petroleum and other mineral or crude oil or cubic 

feet of natural gas produced, there sftai% must be deducted 

thererrom so much theree~ of the product as is used in the 

operation of the well from which the petroleum or other 

mineral or crude oil or natural gas is produced for pumping 

the petroleum or other mineral or crude oil or natural gas 

from the well to a tank or pipelinee 

t4till To--determifte-ftet-proeeed~-uftder-~ubseetioft-tzt 

In the statement of sales proceeds required under 15-23-602 

for lease or unitized areas from which interim or new 

production and other production have been sold, the 

dedue~ions-a±lowed-±ft-sabseetiofts-tlttbt-thro~gh-tlttht-m~st 

be-prore~ed-on-the-basis-e£-~fte number of barrels of interim 

and new production of oil or cubic feet of interim or new 

produt:tion of gas t:o must be segt"egated from and stated 

separately from the number of barrels of other production of 

oil or cubic feet of other production of gas. 

t5t1!l In calculating the deduction for money expended 

for necessary chemical supplies needed and used in a 

tertiary recovery project approved ·by the department of 

revenue, as provided in 15-36-101, the department shall 

require that the necessary chemical supplies, which include 

but are not limited to carbon dioxide supplies, be amortized 
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over a 10-year period beginning with the year in which the 

money was expended." 

Section 68. Section 15-23-605, MCA, is amended to 

read: 

•rs-23-605. Assessment of royalties on interim 

production and new production. tYt---~he For interim 

production and new production, the amount of royalty 

receivedr-val~ed-as-provided-in-±5-%3-693t%ttat,-iess-T9%-of 

~he-amottnt-of-exei~e-taxe~-~aid--by--o~--w±~hheid--f~om--~he 

reya±ty--owne•--a~-•eported-p~r~~ant-to-l5-~3-66%tlttetti¥tT 

shall in cash paid by the operator or producer and the gross 

value of all royalty apportioned in kind by the operator or 

producer determined by using as the value of a barrel of oil 

or a cubic foot of gas the average selling price for the 

calendar year of a barrel of oil or a cubic foot of gas from 

the well out of which the royalty was paid must be 

considered net proceeds to the recipient and shaii ~ be 

assessed as follows: upon receipt of the lists or schedules 

setting forth the names and addresses of any and-a%% persons 

owning or claiming royalty and the amount paid or yielded as 

royalty to SHeh the royalty owners or claimants during the 

year for which SHeh the return is made, the department of 

revenue shall proceed to assess and tax the same as net 

proceeds of mines. 

tit--Net--~reeeeds--ror--in~er±m--prodnc~ien--8nd---new 
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p~o8~e~~Oft7--as--der~ned--~n--%S-i3-69%7--~ne%udes-roya%~~es 

reee~ved-wiefte~t-ded~e~~en-£er-exeise-~axesT" 

Section 69. Section 15-23-607, MCA, is amended to 

read: 

"15-23-607. County assessors to compute taxes. (1) 

Immediately after the board of county commissioners has 

fixed tax levies on the second Monday in August, the county 

assessor shall, subject to the provisions of 15-23-612, 

compute the taxes on ~tteb net proceeds, ~~eep~ as provided 

~ft-%5-%3-6%%-and in subsection (2) of this section, and 

royalty assessments and shall deliver the book to the county 

treasurer on or before September 15. The county treasurer 

shall proceed to give full notice ~hereof of the assessments 

to stteh the operator and ee shall collect the ~ame-±n-maftft~r 

taxes as provided by law. 

(2) For interim production or new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of ~tteh the interim 

production or new production, but shall instead levy a tax 

as follows: 

{a) for interim production or new production of 

petroleum or other mineral or crude oil, 7\ of net proceeds, 

as described in 15-23-603f3till: or 

(b) for interim production or new production of 

natural gas, 12% of net proceeds, as described in 
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15-23-603t3till· 

(3) T~e amount of tax levied in subsections (2)(a) and 

(2)(b), divided by t~e appropriate tax rate and multiplied 

by 60\, eha%% ~ be treated as taxable value for county 

bonding purposes. 

(4) T~e operator or producer sh8ii-be is liable for 

the payment of sa~d the taxes and-~ame-sha%% that, except as 

provided in 15-16-121, be are payable by and snaii must be 

collected from ~tteh the operators in the same manner and 

under the same penalties as provided for the collection of 

taxes upon net proceeds of mines;-provided7-hewever,-~nae~ 

However, the operator may at his option withhold from the 

proceeds of royalty interest, either in kind or in money, an 

estimated amount of the tax to be paid by him upon such the 

royalty or royalty interest. After s~eh t~e withholdingL any 

deviation between the estimated tax and the actual tax may 

be accounted for by adjusting subsequent withholdings from 

the proceeds of royalty interests a'' 

Section 70. Section 15-23-703, MCA, is amended to 

read: 

"15-23-703. Taxation 

value for bonding. l!l The 

of g[oss proceeds 

county assessor shall 

taxable 

prepare 

compute from the reported gross proceeds from coal a tax 

roll which that he shall transmit to the county treasurer on 

or before September 15 each year. The county assessor may 
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not ~evy or assess any mills against the reported gross 

proceeds of coal but shall levy a tax of 5\ against the 

value of the reported gross proceeds. The county treasurer 

s~all proceed to give full notice thereer to each coal 

producer of the taxes due and to collect the taxes One 

w~th~~-69-days-sfter-ma±i±~g as provided in 15-16-101. 

(2) The amount of tax levied in subsection (1} divided 

~he tax rate is the taxable value of the gross proceeds 

of coal for bonding purposes." 

NEW SECTION. Section 71. Disposition of taxes. T~e 

county treasurer shall credit all taxes collected under 

15-23-703 in the relative proportions required by the levies 

for ~tate, county, school district, and municipal purposes 

in the same manner as property taxes were distributed in the 

year preceding the budget year. 

Section 72. Section 15-36-101, MCA, is amended to 

read: 

"15-36-101. Definitions and rate of tax local 

government severance tax. (1) Every person engaging in or 

carrying on the business of producing petroleum, other 

mineral or crude oil, or natural gas within this state or 

engaging in or carrying on the business of owning, 

controlling, managing, leasing, or operating within this 

state any well or wells from which any merchantable or 

marketable petroleum, other mineral or crude oil, or natural 
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gas is extracted or produced sufficient in quantity to 

justify the marketing of the same must, except as provided 

in 15-36-121, each year when engaged in or carrying on any 

saeh the business in this state pay to the department of 

revenue a severance tax for the exclusive use and benefit of 

the state of Montana a-severanc~-~ex plus a local government 

severance tax in lieu of a tax on net proceeds far the 

exclusive use and benefit of local government. The severance 

tax and the local government severance tax are computed at 

the following rates: 

(a) except as provided in subsections (l)(b), (1)(c), 

and (l)(d), 5\ of the total gross value of all the petroleum 

and other mineral or crude oil produced by the person~ 

the local government severance tax of 8.4% on production 

other than interim production and new production, from each 

lease or unit; but in determining the amount of severance 

taxL there 3ha%~ must be excluded from consideration all 

petroleum or other crude or mineral oil produced and used by 

the person during the year in connection with his operations 

in prospecting for, developing, and producing the petroleum 

or crude or mineral oil; 

(b) 2.65\ of the total gross value of all natural gas 

produced, plus the local government severance tax of 15.25\ 

on natural gas production other than interim production or 

new production, from each lease or unit; but in determining 
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the amount of severance taxL there sha%~ ~ be excluded 

from consideration all gas produced and used by the person 

during the year in connection with his operations in 

prospecting for, developing, and producing the gas or 

petroleum or crude or mineral oil; and there shall must also 

be excluded from consideration all gas, including carbon 

dioxide gas, recycled or reinjected into the ground; 

(c) 2.5% of the total gross value of the incremental 

petroleum and other mineral or crude oil produced, plus the 

local government severance tax of 4.2\ on production other 

than interim production and new production, from each lease 

or unit in a tertiary recovery project after July 1, 1985. 

For purposes of this section, a tertiary recovery project 

must meet the following requirements: 

(i) the project must be approved as a tertiary 

recovery project by the department of revenue. The approval 

may be extended only after notice and hearing in accordance 

with Title 2, chapter 4. 

(ii) the property to be affected by the project must be 

adequately delineated according to the specifications 

required by the department; and 

{iii) the project must involve the application of one 

or more tertiary recovery methods that can reasonably be 

expected to result in an increase, determined by the 

department to be significant in light of all the facts and 
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circumstances, in the amount of crude oil which may 

potentially be recovered. For the purpose of this section, 

tertiary recovery methods include but are not limited to: 

(A) miscible fluid displacement; 

(B) steam drive injection: 

(C) micellar/emulsion flooding; 

(D) in situ combustion; 

(E) polymer augmented water flooding; 

(F) cyclic steam injection; 

(G) alkaline or caustic flooding; 

(H) carbon dioxide water flooding; 

(I) immiscible carbon dioxide displacement; or 

(J) any other method approved by the department as a 

tertiary recovery method. 

(d) Except as provided in 15-36-121(2), 3\ of the 

total gross value of all the petroleum and other mineral or 

crude oil, plus the local government severance tax of 4.2\ 

on production other than interim production and new 

production, after the first 5 barrels, produced by a 

stripper well, as defined in 15-36-121, that produces more 

than 5 barrels a day during the period beginning April 1, 

1989, and ending March 31, 1991. 

(2) Fo< pu<poses of this section, the term 

11 incremental petroleum and other mineral or crude oil" means 

the amount of oil, as determined by the department of 
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reven!le, to be in excess of what would have been produced by 

primary and secondary methods. The determination arrived at 

by the department must be made only after notice and hearing 

and shall specify through the life of a tertiary project, 

calendar year by calendar year, the combined amount of 

primary and secondary production that must be used to 

establish the incremental production from each lease or unit 

in a tertiary recovery project. 

(3) Nothing in this part may be construed as requiring 

laborers or employees hired or employed by any person to 

drill any oil well or to work in or about any oil well or 

prospect or explore for or do any work for the purpose of 

developing any petroleum or other mineral or crude oil to 

pay tne severance tax, nor may work done or the drilling of 

a well or wells for the purpose of prospecting or exploring 

for petroleum or other mineral or crude oils or for the 

purpo~e of developing them be considered to be the engaging 

in or carrying on of the business. If, in the doing of any 

work, in the drilling of any oil well, or in prospecting, 

exploring, or development work, any merchantable or 

marketable petroleum or other mineral or crude oil in excess 

of the quantity required by the person for carrying on the 

operation is produced sufficient in quantity to justify the 

marketing of the petroleum or other mineral or crude oil, 

the work, drilling, prospecting, exploring, or development 
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work is considered to be the engaging in and carrying on of 

the business of producing petroleum or other mineral or 

crude oil within this state within the meaning of this 

section. 

(4) Every person required to pay the severance tax 

under this section shall pay the tax in full for his own 

account and for the account of each of the other owner or 

owners of the gross proceeds in value or in kind of all the 

marketable petroleum or other mineral or crude oil or 

natural gas extracted and produced, including owner or 

owners of working interest, royalty interest, overriding 

royalty interest, carried working interest, net proceeds 

interest, production payments, and all other interest or 

interests owned or carved out of the total gross proceeds in 

value or in kind of the extracted marketable petroleum or 

other mineral or crude oil or natural gas, except that any 

of the interests that are owned by the federal, state, 

county, or municipal governments shaii-be are exempt from 

taxation under this chapter. Unless otherwise provided in a 

contract or lease, the pro rata share of any royalty owner 

or owners will be deducted from any settlements under the 

lease or leases or division of proceeds orders or other 

contracts. (Subsection (l)(d) terminates on occurrence of 

contingency--sec. 7, Ch. 656, L. 1987.)" 

Section 73. section 15-36-102, MCA, is amended to 
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read: 

"15-36-102. Quarterly payment of tax delayed 

payment of local government severance tax. s~eh (1) Except 

as provided in subsection (2), severance tax shaii must be 

paid in quarterly installments for the quarterly periods 

ending, respectively, March 31, June 30, September 30, and 

December 31 of each year, and the amount of the tax for each 

quarterly period ~haii must be paid to the department of 

revenue within 60 days after the end of each quarterly 

period. 

(2) Local government severance tax must be paid in 

quarterly installments 1 year after the end of each quarter 

for which a statement is completed as required by 

15-36-105." 

Section 74. Section 15-36-105, MCA, is amended to 

read: 

"15-36-105. Statement to accompany payment -- records 

collection of tax -- refunds. (1) Each and-e•ery person 

m~s~ shall, within 60 days after the end of each following 

quarter, maRe--o~~ complete on forms prescribed by the 

department of revenue a statement showing the total number 

of barrels of merchantable or marketable petroleum and other 

mineral or crude oil or cubic feet of natural gas produced 

or extracted by s~eh the person in the state during each 

month of s~eh the quarter and during the whole quarter, the 
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average value ~heree£ of the production during each month, 

and the total value theree£ of the production for the whole 

quarter, together with the total amount due to the state as 

severance taxes and local government severance taxes for 

5ueft the quarter, and m~se ~within such 60 days deliver 

s~ch the statement and, except as provided in 15-36-102(2) 

and 15-36-121, pay to the department the amount of the taxes 

shown by snch the statement to be due to the state for the 

quarter for which s~eh the statement is made. S13Ch The 

statement must be signed by the individual or the president, 

vice-president, treasurer, assistant treasurer, or managing 

aqent in this state of the association, corporation, 

joint-stock company, or syndicate making the statement. Any 

s~eh person engaged in carrying on e~eh business at more 

than one place in this state or owning, leasing, 

controlling, or operating more than one oil or gas well in 

this state may include all efteree~ operations in one 

statement. The department shall receive and file all sHeft 

statements and collect and receive from sHeft the person 

making and filing a statement the amount of tax payable by 

s~ch the person, if any, as ehe-ssme-s~a%%-a~pear-£rom-the 

£aee-o£ appears in the statement. 

(2) It shall-be is the duty of the department to 

examine each of sueft the statements and compute the taxes 

thereon, and the amount eo computed by the department sfta%% 
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be is the ea~es tax imposed, assessed against, and payable 

by the taxpayer making the statement for the quarter for 

which the statement is filed. If the tax found to be due 

sfta~%-~e is greater than the amount paid, the excess eha%% 

~ be paid by the taxpayer to the department within 10 

days after written notice of the amount of the deficiency 

shs~%--be is mailed by the department to s~cn the taxpayer. 

If the tax imposed sfte%%-~e is less than the amount paid, 

the difference must be applied as a credit against tax 

liability for subsequent quarters or refunded if there is no 

subsequent tax liability. 

(3) If the tax is not paid on or before the due date, 

there shall ~ be assessed a penalty of 10\ of the amount 

of the tax, unless it is shown that the failure was due to 

reasonable cause and not due to neglect. If any tax under 

this chapter is not paid when due, interest sha%% ~ be 

added thereto to the tax at the rate of 1\ a month or 

fraction thereof, computed on the total amount of severance 

tax and penalty from the due date until paid." 

Section 75. Section 15-36-112, MCA, is amended to 

read: 

"15-36-112. Disposition of oil and gas severance taxes 

calculation of unit value for local government severance 

tax. {1) Each year the department of revenue shall determine 

the amount of tax collected under this chapter from within 
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each county. 

(2) For purposes of the distribution of local 

government severance taxes collected under 15-36-101, the 

department shall determine the unit value of oil and gas for 

each county as follows: 

(a) The unit value for petroleum and other mineral or 

crude oil for each county is the quotient obtained by 

dividing the local government severance taxes calculated on 

petroleum or mineral or crude oil produced in that county in 

the current calendar year by the number of barrels of 

petroleum or other mineral or crude oil subject to local 

government severance tax produced in that county during the 

year. 

(b) The unit value for natural gas is the quotient 

obtained by dividing the local government severance taxes 

calculated on natural gas produced in that county in the 

current calendar year by the number of cubic feet of natural 

gas subject to local government severance tax produced in 

that county during the year. 

t~till The severance taxes collected 

chapter are allocated as follows: 

under this 

(a) ~fte--ame~ntT--~E--any;--by-wftieh-the-eax-ee%%eeteC 

Erom-within-a-ee~ney-for-any-Eisea%-year-exeeeds--the--teta% 

ame~nt--eo%%eeted--£rem--w~thin-that-co~nty-ror-the-previeus 

£iseai-year;-by--reasen--oE--inc~eased--produce~on--and--net 
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beeecse--o£--inerease--~n--or--e±~minatien--ef-~e8era%-pr~ee 

eei%ings-en-o±%-and-gas7 The local government severance tax 

is statutorily appropriated, as provided in 17-7-502, for 

allocation to the genera%--tund---o£---tne county for 

distribution as provided in subsection t3t ~; 

(b) afty ~ amount not allocated to the county under 

subsection t~ttat ~ is allocated to the state general 

fund. 

t3t(4) (a) For the purpose of distribution of the 

local government severance tax, the department shall adjust 

the unit value determined under this section according to 

the ratio that the local government severance taxes 

collected during the quarters to be distributed plus 

accumulated interest earned by the state and penalties and 

interest on delinquent local government severance taxes 

bears to the total liability for local government severance 

taxes for the quarters to be distributed. The taxes must be 

calculated and distributed as follows: 

(i) By November 30 of each year, the department shall 

calculate and distribute to each eligible county the amount 

of local government severance tax, determined by multiplying 

unit value as adjusted in this subsection (4)(a) times the 

units of production on which severance tax was owed during 

the calendar quarters ending March 31 and June 30 of the 

preceding calendar year. 
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(ii) By May 31 of each year, the department shall 

calculate and distribute to each eligible county the amount 

of local government severance tax, determined by multiplying 

unit value as adjusted in this subsection (4)(a) times the 

units of production on which severance tax was owed during 

the 2 calendar quarters immediately following those quarters 

referred to in subsection (4)(a)(i). 

tat~ The county treasurer shall distribute the money 

received under subsection t~ttat--e£--th~s--see~±en--~e--~fte 

eounty--aftd--~e-a±i-the-ineerporated-e±t±ee-aftd-tewns-within 

the-eo~nty-in-the-£oi%owing-manne~.-~he-ee~nty-reeei~es--the 

a•ai%ab%e--money--muitip%±ed--ey--~ne--~atio--o£--~fte--r~ra± 

popa%et±en--te--tfte--ee~n~y--~op~ia~~enT--Baeft--~neerpera~ed 

m~n±e~paiiey--reeeives-~he-aYa~%a~%e-meney-a~%~iplied-by-~fte 

ratio-e~-the-pepula~ien-e~-tfte-ifteerpera~ed-m~n±eipa%ity--~o 

the---eeufttT---pep~±atienT--~he--r~rai--popuiatien--±s--that 

popdlatien-o!-tfte-eedn~y-%%w%n~-e~tside-efte-~onndaries-oe-an 

ineerperated-munieipalityT-Popn%atien-sha%i-be-based-en--the 

mese--recent--£~~nres--as--deeermined--by--the-departmen~-e£ 

eemaereeT 

tbt--ffte-meney-distriba~ed-nnder-this-sHbeeetion-aay-be 

nsed-fer-any-purpose-as-determined-by-tfte-~ewerning-~edy--e£ 

the-eeuntT7-eitT7-er-tewn (J)(a) in the same manner that all 

other property tax proceeds were distribut~d during fiscal 

year 1989." 
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Section 76. Section 15-36-121, MCA, is amended to 

read: 

"15-36-121. &zemption from severance taz. (1) It is 

the public policy of this state to promote a sufficient 

supply of natural gas to provide for the residents of this 

state, to lessen Montana's dependence on imported natural 

gas, and to encourage the exploration for and development 

and production of natural gas, petroleum, and other mineral 

and c~ude oil within the state. 

(2) All new production, as defined in 15-23-601, from 

a well during the 24 months immediately following the date 

of notification to the department of revenue that an oil 

well is flowing or being pumped or that a gas well has been 

connected to a gathering or distribution system is exempt 

from all of the severance tax imposed by 15-36-101, provided 

the notification was made after March 31, 1987, and before 

July L, 1991. 

(3) All the natural gas produced from any well that 

has produced 60,000 cubic feet or leas of natural gas a day 

for the calendar year prior to the current year shall be 

taxed as provided in this section. Production must be 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 365. 
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The first 30,000 cubic feet of average daily production per 

well is exempt from all of the severance tax imposed by 

15-36-101. Everything over 30,000 cubic feet of gas produced 

is taxed at 1.59\ plus a local government severance tax of 

~-

(4} The first 5 barrels of average daily production 

from a stripper well are exempt from all of the severance 

tax imposed by 15-36-101. 

(5) For the purposes of this section, "stripper well 11 

means a well that produces less than 10 barrels per day, 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area, and by dividing the resulting quotient by 

365. 

(6) Notwithstanding the provisions of subsections (2) 

through (4), all reporting requirements under the severance 

tax remain in effect. (Subsections (2) and (4) terminate on 

occurrence of contingency--sec. 7, Ch. 656, L. 1987.)" 

Section 77. section 20-9-141, MCA, is amended to read: 

•20-9-141. Computation of general fund net levy 

requirement by county superintendent. (1) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 
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(a) Determine the tota~--ef-the funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 

totaling: 

( i) the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; 

(ii) the district's permissive levy amount as provided 

in 20-9-352; and 

(iii) any general fund budget amount adopted by the 

trustees of the district under the provisions of 20-9-353, 

including any additional levies authorized by the electors 

of the district~ 

(b) Determine the eo~ai-ef-~he-moneys money available 

for the reduction of the property tax on the district for 

the general fund by totaling: 

(i) anticipated federal me~eye money received under 

the provisions of Title I of Public Law 81-874 or other 

anticipated federal meftey~ money received in lieu of sueh 

that federal act; 

(ii} anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313: 

(iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 
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(iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304; 

(v) anticipated or reappropriated revenue from vehicle 

property taxes imposed under 61-3-504(2) and 61-3-537: 

(vi) anticipated net proceeds taxes for interim 

production and new production, as defined in 15-23-601; 

(vii) anticipated revenue from local government 

severance taxes as provided in 15-36-112; 

tvi~t(viii) anticipated interest to be earned or 

reappropriated interest earned by the investment of general 

fund cash in accordance with the provisions of 20-9-213(4}; 

and 

tviHt iJ1!.l any other revenue anticipated by the 

trustees to be received during the ensuing school fiscal 

year which may be used to finance the general fund. 

(c) Subtract the ~e~s~-o£-the-moftey~ money available 

to reduce the property tax required to finance the general 

fund that has been determined in subsection (1)(b) from the 

total requirement determined in subsection (l)(a). 

(2) The net general fund levy requirement determined 

in subsection (1)(c) ~ha%% must be reported to the county 

commissioners on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district, and a levy ~ha%! must be made by the county 

commissioners in accordance with 20-9-142. 11 

-145-

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 0127/01 

Section 78. Section 20-9-331, MCA, is amended to read: 

''20-9-331. Basic county tax and other' r'evenues for 

county equalization of the elementary district foundation 

program. (11 1~--~ha%%--he--~he--d~ty--er--the The county 

commissioners of each county to shall levy an annual basic 

tax of 28 mills on the do±±srs dollar of the taxable value 

of all taxable property within the county, except for 

vehicles subject to taxation under 61-3-504(2), for the 

purposes of local and state foundation program support. The 

revenue to--be collected from this levy ~ha%% must be 

apportioned to the support of the foundation programs of the 

elementary school districts in the county and to the state 

speci.~,l revenue fund, state equalization aid account, in the 

following manner: 

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

by th1s levy which is retained by the county, the sum of the 

estimated reven~e~ revenue identified in subsection (2) 

be%ew-~ha%i must be subtracted from the 

elementary transportation obligation 

foundation programs of all elementary 

county. 

sum of the county 

and the total of the 

districts of the 

(b) If the basic levy prescribed by this section 

produces more revenue than is required to finance the 

difference determined above in subsection (l}(a), the county 

treasurer shall remit the surplus funds to the state 
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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. 

(2) The preeeeds revenue realized from the county's 

portion of the levy prescribed by this section and the 

reveft~e~ revenue from the following sources ~h~ii 

used for the equalization of the elementary 

~be 

district 

foundation programs of the county as prescribed in 20-9-334, 

and a separate accounting ~he~r must be kept of s~eh 

proeeed~-a"d-rev~"~e~ 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 

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 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 remaining at the end of the immediately 
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preceding school 

~eeeHne accounts 

fiscal year in 

for the various 

the county treasurer's 

sources of revenue 

established or referred to in this section; 

(e} any federal or state 

county as payment in lieu of 

money 

tl'le 

distributed to the 

property taxation 

established by the county levy required by this section; 

(f) 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 

(g} anticipated revenue from vehicle property taxes 

imposed under 61-3-504(2) and 61-3-537." 

Section 79. 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) It--sl'tall--be--tl'le--d~ty--of--tl'le The county 

commissioners of each county te shall levy an annual basic 

special tax for high schools of 17 mills on the dollar of 

the taxable value of all taxable property within the county, 

except for vehicles subject to taxation under 61-3-504(2), 

for the purposes of local and state foundation program 

support. The revenue ~e-~e collected from this levy sha~~ 

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, 
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in the following manner: 

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

by this levy ~hich is retained by the county, the sum of the 

estimated ~@¥eftttes revenue identified in subsections (2)(a) 

and (2)(b) be±ew--shaii 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 finance the 

difference determined abo•e in subsection (l)(a), 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. 

(2) 

portion 

The p~eeeed~ revenue realized 

of the levy prescribed in 

from the county's 

this section and the 

Peven~es revenue from the following sources sha%% 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 ~~aii ~ be kept of eae~e 

proeeeds the revenue by the county treasurer in accordance 

with 20-9-212(1): 
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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 revenue established in 

this f.>ection; 

,b) any federal or state moneys money distributed to 

the county as a payment in lieu of ~he property taxation 

established by the county levy required by this section; 

{c) 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 

[d) anticipated revenue from vehicle property taxes 

imposed under 61-3-504(2} and 61-3-537 ... 

Section 80. Section 20-9-352, HCA, is amended to read: 

"20-9-352. Permissive amount and permissive levy. (1) 

Whene·;er the trustees of afty ~ district ~hai%-deem consider 

it necessary to adopt a general fund budget in excess of the 

foundation program amount but not in excess of th~ maximum 

general fund budget amount for saeh the district as 

established by the schedules in 20-9-316 through 20-9-321, 

the trustees shall adopt a resolution stating the reasons 

and purposes for exceeding the foundation program amount. 

Stteb The excess above the foundation program amount ~hai%-be 

is known as the Mpermissive amount•, and it she%% must be 

financed by a levy, as prescribed in 20-9-141, on the 
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taxable value of all taxable property within the district, 

except for vehicles subject to taxation under 61-3-504(2), 

supplemented with any biennial appropriation by the 

legislature for this purpose. The proceeds of sttch-en the 

appropriation shaii ~ be deposited to the state special 

revenue fund. 

(2) The district levies to be ~et for the purpose of 

funding the permissive amount a~e determined as follows: 

(a) For each elementary school district, the county 

commissioners shall annually set a levy not exceedinq 6 

mills on all the taxable property in the district, except 

for vehicles subject to taxation under 61-3-504{2), for the 

purpose of funding the permissive amount of the district. 

The permissive levy ~n mills ~hal±--be is obtained by 

multiplying the ratio of the permissive amour.t to the 

maximum permissive amount by 6 or by using the number of 

mills which that would fund the permissive amount, whichever 

is less. If the amount of revenue raised by this levy, plus 

anticipated revenue from vehicle property taxes imposed 

under 61-3-504 ( 2) and 61··3-537, is not sufficient to fund 

the permissive amount in full, the amount of the deficiency 

~fta%% must be paid to the district from the state special 

revenue fund according to the provisions of subsections (3) 

and (4) of this section. 

(b) For each high school district, the county 
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commissioners shall annually set a levy not exceeding 4 

mills on all taxable property in the district, except for 

vehicles subject to taxation under 61-3-504{2), for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills sh8~~--be is obtained by 

multiplying the ratio of the permissive levy to the maximum 

permissive amount by 4 or by using the number of mills whieh 

that would fund the permissive amount, whichever is less. If 

the amount of revenue raised by this levy, plus anticipated 

revenue from vehicle property taxes imposed under 

61-3-504(2) and 61-3-537, and plus net proceeds taxes for 

interim production and new production, as defined in 

15-23-601, and local government severanc~~ taxes on any othe!" 

production o~curring after December 31, 1988, is not 

sufficient to fund the permissive amount in full, the amount 

of the deficiency ~ftaii ~ be paid to the district from 

the state special revenue fund according to the provisions 

of subsections (3} and (4} of this section. 

{3) The superintendent of public instruction shall, if 

the appropriation by the legislatute for the permissive 

amount for the biennium is insufficient, request the budget 

director to submit a request for a supplemental 

appropriation in the second year of the biennium. The 

supplemental appropriation 8h~~% must provide enough revenue 

to fund the permissive deficiency of the elementary and high 
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school districts of the state. The proceeds of this 

appropriation s~ai% must be deposited to the state special 

revenue fund and shaii must be distributed to the elementary 

and high school districts in accordance with their 

entitlements as determined by the superintendent of public 

instruction according to the provisions of subsections (l) 

and (2) of-eh>s-s~et>oft. 

(4) Distribution under this section from the state 

special revenue fund ~ft8%% must be made in two payments. The 

first payment ~hs%1 must be made at the same time as the 

first distribution of state equalization aid is made after 

January 1 of the fiscal year. The second payment shall must 

be made at the same time as the last payment of state 

equalization aid is made for the fiscal year. If the 

appropriation is not sufficient to finance the deficiencies 

of the districts as determined according to subsection (2), 

each district will receive the same percentage of its 

deficiency. Surplus revenue in the second year of the 

biennium may be used to reduce the appropriation required 

for the next succeeding biennium or may be transferred to 

the state equalization aid state special revenue fund if 

revenues in that fund are insufficient to meet foundation 

program requirements." 

Section 81. Section 20-10-144, MCA, is amended to 

read: 

-153-

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

ll 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0127/01 

"20-10-144. COIIputation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in accordance with 20-9-123, the 

county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

{l) The "schedule amount 11 of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 ~hsii must be determined by adding 

the following amounts: 

(a) the sum of the maximum reimbursable expenditures 

for .. tll approved school bus routes maintained by the 

district (to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fisca:. year on each bus route approved by the county 

transportation committee and maintained by such district); 

plus 

(b) the total of all individual transportation per 

diem reimbursement rates for e~eh the district as determined 

from the contracts submitted by the district multiplied by 

the number of pupil-instruction days scheduled for the 

ensuing school attendance year: plus 

(c) any estimated costs for supervised home study or 
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supervised correspondence study for the ensuing school 

fiscal year; plus 

{d) the amount budgeted on the preliminary budget for 

the contingency amount permitted in 20-10-143, except if 

~Heh the amount exceeds 10% of the total of subsections 

(1)(a), (1)(b), and (l)(c) or $100, whichever is larger, the 

contingency amount on the preliminary budget ~ha%% must be 

reduced to ~~eh the limitation amount and used in this 

determination of the schedule amount, 

(2) The schedule amount determined in subsection (1) 

or the total preliminary transportation fund budget, 

whichever is smaller, shai±--b~ is divided by 3 and the 

resulting one-third amount shaii-be is used to determine ~he 

available state and county revenue to be budgeted on the 

following basis: 

(a) the resulting one-third amount she%%-be is the 

budgeted state transportation reimbursement, except that the 

state transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

sha%% ~ be two-thirds of the schedule amount attributed 

to the transportation of special education pupils; 

(b) the resulting one-third amount, except as provided 

for joint elementary districts in subsection (2)(e}, ~hai~ 

be is the budgeted county transportation reimbursement for 

elementary districts and shaii must be financed by the basic 
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county tax under the provisions of 20-9-334; 

(C) the resulting one-third amount multiplied by 2 

~hail-be is the budgeted county transportation reimbursement 

amount for high school districts financed under the 

provisions of subsection (5) o~--th±s--seetion, except as 

provided for joint high school districts in subsection 

(2)(e), and except that the county transportation 

reimbursement for the transportation of special education 

provisions of 20-7-442 ~h~%% must be pupils under the 

one-third of the schedule amount attributed to tne 

transportation of special education pupils; 

{d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of stteh district revenue and cash reappropriated 

s~a~% must be used to reduce the county financing obligation 

in s~b~eetions subsection (2)(b) or {2)(c) and, if s~ch the 

county financing obligations are reduced to zero, to reduce 

the state financial obligation in subsection (2)(a); and 

(e) the county revenue requirement for a joint 

district, after the application of anY district mon~ys money 

under subsection 12)(d) above, sha%± ~ be prorated to 

each county incorporated by the joint district in the same 

proportion as the ANB of the joint district is distributed 
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by pupil residence in each ~~eh county. 

(3) The total of the meneys money available fo< the 

reduction of property tax on the district for the 

transportation fund ~fts%% must be determined by totaling: 

(a) anticipated federal moneys money received under 

the provisions of Title I of Public Law 81-874 or other 

anticipated federal meftey~ money received in lieu of ~ttch 

that federal act; plus 

(b) anticipated payments from other districts for 

providing school bus transportation services for stteh the 

district; plus 

{c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child; 

plus 

{d) anticipated or reappropriated interest to be 

earned by the investment of transportation fund cash in 

accordance with the provisions of 20-9-213{4); plus 

(e) anticipated or reappropriated revenue from vehicle 

prope<ty taxes imposed unde< 61-3-504(2) and 61-3-537; plus 

(f) 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; plus 

(g) any other revenue anticipated by the trustees to 

be earned during the ensuing school fiscal year which may be 
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used ·:o finance the transportation fund; plus 

{h) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 

cash t>alance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. Stteh The cash reserve sha%% ~ not be more than 20% 

of the final transportation fund budget for the ensuing 

school fiscal year and sha%%-be is for the purpose of paying 

transportation fund warrants issued by the district under 

the final transportation fund budget. 

(4) The district levy requirement for each district•s 

transportation fund sha%% must be computed by: 

{a) subtracting the schedule amount calculated in 

subsection {1) from the total preliminary transportation 

budget amount and, for an elementary district, adding saeh 

the difference to the district obligation to finance 

one-third of the schedule amount as determined in subsection 

(2); and 

(b) subtracting the amount of moneys money available 

to reduce the property tax on the district, as determined in 

subsection (3), from the amount determined in subsection 

(4) (a) abe~e. 

(5) The county levy requirement for the financing of 

the county transportation reimbursement to high school 
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is computed by adding all 

the high school districts of 

!tt2:eh 

the 

county, including the county's obligation for reimbursements 

in joint high school districts. 

(6) The transportation fund levy requirements 

determined in subsection (4) for each district and in 

subsection (5) for the county ~ha±i must be reported to the 

county commissioners on the second Monday of August by the 

county superintendent as the transportation fund levy 

requirements for the district and for the county, and s~eh 

the levies shai± must be made by the county commissioners in 

accordance with 20-9-142." 

Section 82. Section 90-6-402, MCA, is amended to read: 

•go-6-402. Definitions. As used in this part, the 

following definitions apply: 

(1) "Affected local government unit" means a local 

government unit that will experience a need to increase 

servlces or facilities as a result of the commencement of 

large-scale mineral development or within which a 

large-scale mineral development is located in accordance 

with an impact plan adopted pu<suant to 90-6-307. 

(2} "Board,. means the hard-rock mining impact board 

established in 2-15-1822. 

( 3} "Mineral development employee" means a person who 

resides within the jurisdiction of an affected local 
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government unit as a result of employment with a large-scale 

mineral development or its contractors or subcontractors. 

( 4) "Mineral development student 11 means a student 

whose parent or guardian resides within the jurisdiction of 

an affected local government unit as a result of employment 

with a large-scale mineral development or its contractors or 

subcontractors. 

{5) "Jurisdictional revenue disparity" means property 

tax revenues resulting from a large-scale hard-rock mineral 

development that are inequitably distributed among affected 

local government units as finally determined by the board in 

an approved impact plan. 

( 6) "Large-scale mineral development 11
, 

purposes of this part, is defined in 90-6-302. 

for the 

( 7) "Local government unit", for the purposes of this 

part, means a county, municipality, or school district. 

( 8) "Taxable valuation" of a mineral development means 

the total of the gross proceeds taxable percentage specified 

in 15-6-132(2)tat when added to the taxable percentages of 

real property, improvements, machinery, equipment, and other 

property classified under Title 15, chapter 6, part 1. '1 

Section 83. section 15-l-501, MCA, is amended to read: 

"15-1-501. Disposition of moneys from certain 

designated license and other taxes. (1) The state treasurer 

shall deposit to the credit of the state general fund all 
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meneys money received by him from the collection of: 

(a) fees from driver's licenses, motorcycle 

endorsements, and duplicate driver 1 s licenses as provided in 

61-5-121: 

(b) electrical energy producer's license taxes under 

chapter 51; 

{c) severance taxes allocated to the general fund 

under chapter 36; 

(d) liquor license taxes under Title 16; 

(e) telephone [company] license taxes under chapter 

53: and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) All moneys money received from the collection of 

income taxes under chapter 30 of this title ~~a±± must be 

deposited as follows: 

(a) sa~it ~1\ to the credit of the state general 

fund: 

(b) 10\ to the credit of the debt service account for 

long-range building program bonds as described in 17-5-408; 

and 

(c) 3!~8' 41.9\ to the c<edit of the state special 

revenue fund for state equalization aid to the public 

schools of Montana as described in 20-9-343. 

(3) All mofteys money received from the collection of 
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corporation license and income taxes under chapter 31 of 

this ~itle, except as provided in 15-31-702, shai% must be 

deposited as follows: 

~a) 64\ to the credit of the state general fund; 

~b) 11% to the credit of the debt service account for 

long-range building program bands as described in 17-5-408: 

and 

(c) 25\ to the credit of the state special revenue 

fund for state equalization aid to the public schools of 

Montana as described in 20-9-3434 

{4) The state treasurer shall also deposit to the 

credit of the state general fund all moneys money received 

by hlm from the collection of license taxes, fees, and all 

net r2venues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

{5) After the distribution provided for in 15-36-112, 

the n~mainder of the oil severance tax collections she%± 

must be deposited in the general fund.K 

Section 84. 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 for 

state equalization aid sha%1 must be distributed and 

apportioned to provide an annual minimum operating revenue 

for the elementary and high schools in each county, 
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exclusive of revenues required for debt service and for the 

payment of any aftd--a%% costs and expense incurred in 

connection with any adult education program, recreation 

program, school food services program, new buildings7--"ew 

and grounds, and transportation. 

(2) The board of public education shall administer and 

distribute the state equalization aid 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 wo~id--mest--e££eet±Yeiy--meet--the 

f~ftane±ai---fteeds---of---d±s~riet~ provides for monthly 

distribution to each district of its retirement fund 

equalizat.:.""n amount and foundation program amount; 

(b) have the power to require ~tteh reports from the 

county superintendents, budget boards, county treasurers, 

and trustees as it mey-deem considers necessary; and 

(c) order the superintendent of public instruction to 

distribute the state equalization aid on the basis of each 

district's annual entitlement to s~eh the aid as established 

by the superintendent of public instruction. In ordering the 

distribution of state equalization aid, the board of public 

education shall ~ not increase or decrease the state 

equalization aid distribution to any district on account of 
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any difference whieh 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 

super intenden_!_ _qf Q_ublic 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. 

t3tiil She~id ~ a district receive receives more 

state equalization aid than it is entitled to, the county 

treasurer mast 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. 

t4tl6) (a) The first payment of state equalization aid 

must be~ 

tat based on an estimate of 20\ of each district's 

entitlement7 and 
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tbt distributed by July 15 of the school fiscal year. 

(b) Each subsequent monthly payment must be at least 

7\ of the district 1 s amount." 

NEW SECTION. Section 85. Repealer. ( 1) Sect: ions 

15-23-604, 15-23-615, and 15-23-616, MCA, and section 12, 

Chapter 666, Laws of 1987, ace repealed on passage and 

approval of [this act]. 

{2) Sections 20-9-105, 20-9-352, 20-9-531, and 

20-9-532, MCA, are repealed July 1, 1990. 

NEW SECTION. Section 86. Appropriation. (lJ There is 

appropriated from the general fund $353,950 for the biennium 

ending June 30, 1991, to the superintendent of public 

instruction to establish standard accounting and reporting 

practices ~n all Montana public school districts and to 

implement (this act]. 

(2) There is appropriated from the general fund 

$20,000 to the legislative council for the biennium ending 

June 30, 1991, for use by the committee established in 

[section 53]. 

(3) There is appropriated from the general fund to the 

department of administration $200,000 for the fiscal year 

ending June 30, 1990, to retain a telecommunications 

engineer~ng consultant and to support development of and 

improvements in telecommunications networks in Montana as 

provided in [section 51]. 
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{4) There is appropriated from the general fund to the 

department of administration $300,000 for the biennium 

ending June 30, 1991, to be used for education network 

implerr.entation and improvements if a 50% match in funds or 

equipn.ent is available from other sources. 

NEW SECTION. Section 87. Codification instruction. 

(1) [Sections 49 and 50] are intended to be codified as an 

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

Title 20 apply to (sections 49 and 50]. 

(2) [Section 71] is intended to be codified as an 

integral part of Title 15, chapter 23, part 7, and the 

provisions of Title 15, chapter 23, part 7, apply to 

[section 71]. 

NEW SECTION. Section 88. Effective dates rules. 

(l) [Sections 2, 5, 6, 39, and 51] are effective July 1, 

1989. 

(2) [Sections 1, 3, 4, 10 through 12, 13(l)(b) and (c) 

and (2), 14(1)(b) and (c) and (2) through (7), 15 through 

24, 25(13), 26 through 38, 40, 44, 46 through 49, and 83] 

are effective July 1, 1990. 

(3) [Sections 9, 41 through 43, and 84] are 

July 1, 1991. 

effective 

(4) [Sections 7, 13(1)(a), 14(1)(a), 25(1) through 

(12), and 45] are effective July 1, 1993. 

(5) [Sections 8, 50, 52 through 82, and 85 through 90] 
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1 are effective on passage and approval. 

2 (6) The superintendent of public instruction may, 

3 prior to July 1, 1990, adopt rules and conduct training 

4 necessary to implement [sections 24 and 26}. 

5 NEW SECTION. Section 89. Applicability. ( 1) [Section 

6 49), 20-9-331, and 20-9-333 apply retroactively, within the 

7 meaning of 1-2-109, to all taxable years beginning after 

8 December 31, 1989. 

9 

10 

(2) [Sections 

within the meaning 

59 

of 

through 82] 

l-2-109, to 

apply retroactively, 

net proceeds taxes, 

11 severance taxes, and local government taxes on oil and gas, 

12 other than interim production and new production, produced 

13 after December 31, 1988. 

14 (3) [Sections 2 and 6] apply to all tax revenue 

15 recorded on or after July 1, 1989, without regard to the 

16 time the tax accrued. 

17 (4) [Section 83] applies to all tax revenue recorded 

18 on or after July 1, 1990, ~ithout regard to the time the tax 

19 accrued. 

20 NEW SECTION. Section 90. Coordination instruction. IE 

21 House Bill No. 16 is passed and approved, the appropriation 

22 in (section 86{1)] is reduced by the amount of money 

23 appropriated in House Bill No. 16. 

-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 SB27. as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act imposing a tax on certain corporate stocks and bonds; exempting stocks of Montana corporations; prorating the 
tax on stocks of a foreign corporation according to the percentage its Montana operations bear to its total 
operations; allocating proceeds of the tax to the Worker's Compensation Tax Account to reduce the unfunded liability 
in the state compensation mutual insurance fund; and providing an effective date. a termination date. and a 
retroactive applicability date. 

FISCAL IMPACT: 

An accurate estimate of the revenue from this proposal is not possible. Estimating the revenue impact for this 
proposal would require knowledge of the distribution of the market value of stocks by household. due to the 
exclusions provided for single filers and married couples. Also it would require knowledge of the portion of total 
market value attributable to corporations operating entirely in Montana and the percentage of Montana operations to 
total operations of foreign corporations operating in Montana that have stock held by Montanans. None of this data 
is readily available. 

TECHNICAL NOTE: 

The Division of Workers' Compensation is required by MCA 39-71-2304 to give 30 days notice to employers of a rate 
change. This section would need to be amended to implement a rate change by July 1. 1989. 

V l I 'tr:ff/JII4f ~/!+~ 7 )/81 
W. DAVID DARBY. BUDGET D R DATE DATE 

Fiscal Note for SB27 as introduced S/3 ~ '1 
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1 

APPROVED BY COMM. ON EDUCATION 
AND CULTURAL RESOURCES 

2 INTRODUCED BY All-rtt ~ tt~ -
3 

4 

BY ,TE EDUCATION COMMITTEE 

5 A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE 

6 PUBLIC SCHOOL FUNDING AND RELATED TAXATION LAWS; TO 

7 ELIMINATE THE PRESENT ELEMENTARY AND HIGH SCHOOL PERMISSIVE 

8 LEVIES; TO PROVIDE FOR PHASED-IN EQUALIZATION AID FOR 

9 RETIREMENT BEGINNING IN FISCAL YEAR 1992; TO ELIMINATE THE 

10 COUNTY RETIREMENT LEVY AND PROVIDE FULL EQUALIZATION SUPPORT 

11 OF EACH DISTRICT'S RETIREMENT FUND EXPENDITURES BEGINNING IN 

12 FISCAL YEAR 1994; TO INCLUDE COMPREHENSIVE INSURANCE COSTS 

13 IN THE GENERAL FUND BUDGET OF SCHOOL DISTRICTS; TO ADJUST 

14 THE FOUNDATION PROGRAM SCHEDULES FOR SCHOOL FISCAL YEAR 1991 

15 AND SUCCEEDING YEARS; TO LIMIT, WITH CERTAIN EXCEPTIONS, THE 

16 MAXIMUM GENERAL FUND BUDGET OF A DISTRICT TO 121 PERCENT OF 

17 THE COMBINED FOUNDATION PROGRAM AND RETIREMENT FUND AMOUNTS 

18 FOR THE DISTRICT; TO FURTHER LIMIT THE GENERAL FUND RESERVE 

19 OF CERTAIN DISTRICTS; TO LIMIT TO 180 THE NUMBER OF 

20 PUPIL-INSTRUCTION DAYS FOR WHICH FOUNDATION PROGRAM SUPPORT 

21 

22 

23 

24 

25 

MAY BE RECEIVED; TO REQUIRE DISTRIBUTION OF STATE 

EQUALIZATION AID IN MONTHLY PAYMENTS; TO INCREASE THE 

GENERAL BONUS PAYMENTS FOR ENLARGED DISTRICTS: TO REQUIRE 

SCHOOL DISTRICTS TO USE GENERALLY ACCEPTED ACCOUNTING 

PRINCIPLES: TO PROVIDE FUNDING FOR A TELECOMMUNICATIONS 

~--

THERE IS NO CHANCE ON SB 26 AND WILL NOT BE 
REPRINTED. PLEASE REFER TO THE INTRODUCED 
(WHITE) COPY FOR COMPLETE TEXT. 
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SENATE BILL NO. 26 

INTRODUCED BY NATHE, MAZUREK 

BY REQUEST OF THE SENATE EDUCATION COMMITTEE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE 

PUBLIC SCHOOL FUNDING AND RELATED TAXATION LAWS; TO 

ELIMINATE THE PRESENT ELEMENTARY AND HIGH SCHOOL PERMISSIVE 

LEVIES; TO PROVIDE FOR PHASED-IN EQUALIZATION AID FOR 

RETIREMENT BEGINNING IN FISCAL YEAR 1992; TO ELIMINATE THE 

COUNTY RETIREMENT LEVY AND PROVIDE FULL EQUALIZATION SUPPORT 

OF EACH DISTRICT'S RETIREMENT FUND EXPENDITURES BEGINNING IN 

FISCAL YEAR 1994; TO INCLUDE COMPREHENSIVE INSURANCE COSTS 

IN THE GENERAL FUND BUDGET OF SCHOOL DISTRICTS; TO ADJUST 

THE FOUNDATION PROGRAM SCHEDULES FOR SCHOOL FISCAL YEAR 1991 

AND SUCCEEDING YEARS; TO LIMIT, WITH CERTAIN EXCEPTIONS, THE 

MAXIMUM GENERAL FUND BUDGET OF A DISTRICT TO 121 PERCENT OF 

THE COMEIINED FOUNDATION PROGRAM AND RETIREMENT FUND AMOUNTS 

FOR THE DISTRICT; TO FURTHER LIMIT THE GENERAL FUND RESERVE 

OF CERTAIN DISTRICTS; TO LIMIT TO 180 THE NUMBER OF 

PUPIL-INSTRUCTION DAYS FOR WHICH FOUNUATION PROGRAM SUPPORT 

MAY BE RECEIVED; TO REQUIRE DISTRIBUTION OF STATE 

EQUALIZATION AID IN MONTHLY PAYMENTS; TO INCREASE THE 

GENERAL BONUS PAYMENTS FOR ENLARGED DISTRICTS; TO REQUIRE 

SCHOOL DISTRICTS TO USE GENERALLY ACCEPTED ACCOUNTING 

PRINCIPLES; TO PROVIDE FUNDING FOR A TELECOMMUNICATIONS 

~--
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NETWORK FOR EDUCATION; TO PROVIDE FOR A LEGISLATIVE 

OVERSIGHT COMMITTEE ON SCHOOL FUNDING IMPLEMENTATION TO 

DIRECT STUDIES ON FURTHER EQUALIZATION OF TRANSPORTATION, 

CAPITAL EXPENDITURES, AND RETIREMENT AND TO PERFORM OTHER 

DUTIES; TO REALLOCATE LOTTERY REVENUE FROM RETIREMENT 

EQUALIZATION TO STATE EQUALIZATION AID; TO IMPOSE A 45-MILL 

STATEWIDE LEVY IN SUPPORT OF STATE EQUALIZATION AID; TO 

INCREASE THE COUNTY ELEMENTARY LEVY FROM 28 KILLS TO 34 

MILLS AND THE COUNTY HIGH SCHOOL LEVY FROM 17 KILLS TO 21 

MILLS; TO EXCLUDE ALL SCHOOL LEVIES FROM THE PROPERTY TAX 

LIMITATIONS OF INITIATIVE MEASURE NO. 105; TO IMPOSE A FLAT 

TAX RATE ON COAL GROSS PROCEEDS; TO ELIMINATE TAXATION OF 

NET PROCEEDS OF OIL AND GAS ON OTHER THAN INTERIM PRODUCTION 

AND NEW PRODUCTION; TO ESTABLISH A LOCAL GOVERNMENT 

SEVERANCE TAX IN LIEU OF A TAX ON NET PROCEEDS ON THE 

PRODUCTION OF OIL AND GAS OTHER THAN INTERIM PRODUCTION AND 

NEW PRODUCTION; TO PROVIDE FOR A 1-YEAR DELAY IN THE PAYMENT 

OF LOCAL GOVERNMENT SEVERANCE TAX ON OIL AND GAS; TO 

ALLOCATE THE PROCEEDS OF THE LOCAL GOVERNMENT SEVERANCE TAX 

ON OIL AND GAS IN THE SAME MANNER AS PROPERTY TAXES ARE 

DISTRIBUTED; TO CONTINUE THE 10 PERCENT PERSONAL INCOME 

SURTAX; TO INCREASE THE ALLOCATION OF PERSONAL INCOME TAX 

PROCEEDS TO STATE EQUALIZATION AID; TO REALLOCATE COAL 

SEVERANCE TAX PROCEEDS AND INCREASE THE ALLOCATION TO STATE 

EQUALIZATION AID; TO STATUTORILY APPROPRIATE ALL REVENUE 
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ALLOCATED BY LAW TO COUNTY AND STATE EQUALIZATION; TO 

PROVIDE VARIOUS APPROPRIATIONS; AMENDING SECTIONS 2-7-504, 

7-1-2111, 

7-16-2327, 

7-7-2101, 

15-1-501, 

7-7-2203, 

15-6-132, 

7-14-2524, 

15-10-402, 

7-14-2525, 

15-10-412' 

15-23-602, 15-23-603, 15-23-605, 15-23-607, 15-23-703, 

15-30-108, 15-35-108, 15-36-101, 15-36-102, 15-36-105, 

15-36-112, 15-36-121, 17-3-213, 17-7-502, 20-3-106, 

20-3-205, 20-3-324, 20-3-331, 20-5-305, 20-5-312, 20-6-401, 

20-6-506, 20-6-603, 20-6-608, 20-7-414, 20-7-422, 20-7-431, 

20-9-104, 20-9-141, 20-9-201, 20-9-212, 20-9-213, 20-9-301, 

20-9-303, 20-9-311, 20-9-312, 20-9-315, 20-9-318 THROUGH 

20-9-322, 20-9-331, 20-9-333, 20-9-343, 20-9-344, 20-9-346, 

20-9-347, 20-9-351, 20-9-353, 20-9-501, 20-10-144, 

23-5-1027, 90-6-309, AND 90-6-402, MCA; REPEALING SECTIONS 

15-23-604, 

20-9-531, 

LAWS OF 

15-23-615, 

AND 20-9-532, 

1987; AND 

APPLICABILITY DATES." 

15-23-616, 20-9-105, 20-9-352, 

MCA, AND SECTION 12, CHAPTER 666, 

PROVIDING EFFECTIVE DATES AND 

STATEMENT OF INTENT 

It is the intent of the legislature to enhance equality 

of educational opportunity for students in the elementary 

schools and secondary schools of Montana by revising the 

school funding laws to provide greater equalization of the 

funding available to school districts and to promote 
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equalization of school district expenditures per student. It 

is the further intent of the legislature to preserve local 

control of the public school system, as guaranteed by 

Montana's constitution. 

For these purposes, the legislature determines to 

equalize funding aid to the school districts through the 

foundation program schedules for the school fiscal year 

ending June 30, 1991, in an amount equal to the following 

percentages of the total costs incurred by all the districts 

in the state in school fiscal year 1988: lOOt of 

comprehensive insurance, after subtracting Public Law 81-874 

support for insurance, and 100\ of gener~l fund 

expenditures, after subtracting special education and Public 

Law 81-874 general fund support. 

The legislature also determines to fully equalize 

funding for retirement by providing state equalization aid 

payments sufficient to finance lOOt of the costs incurred by 

each school district for retirement, social security, and 

unemployment insurance, commencing in fiscal year 1994. The 

superintendent shall adopt rules that provide for funding in 

fiscal year 1992 the portion of any district's retirement 

costs that are in excess of the amount raised in that 

district by the statewide average mill levy per county and 

funding in fiscal year 1993 50\ of each district's total 

retirement costs. 

-4- SB 26 



l 

2 

3 

4 

5 

6 

7 

8 

g 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

SB 0026/02 

The legislature also determines to fully fund approved 

allowable costs for the special education programs of the 

school districts through the foundation program. 

The legislature also determines to provide state 

funding for transportation costs as currently provided by 

law but to study transportation funding and establish an 

appropriate method to equalize transportation funding in the 

1991 legislative session. 

The legislature recognizes its responsibility to devise 

an equalized system of school funding prior to July 1, 1989, 

and recognizes that measures in addition to the provisions 

in this bill are necessary to fully address equalization of 

funding and expenditures for transportation, retirement, 

capital improvements, and other needs of the districts, 

Because it is necessary to identify those factors that 

affect disparate expenditure patterns, to determine whether 

those factors are educationally relevant, and to develop 

data not currently available to devise methods of equitably 

funding those needs, the legislature determines that a study 

should be conducted, as provided in [sections 52 through 

58], and that equitable funding methods for these needs 

should be addressed by the 52nd legislature. 

The legislature acknowledges the constitutional 

guarantee of equal educational opportunity for each public 

school pupil in Montana. The legislature also acknowledges 
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for empowering local 

the schools in the 

Montana constitution. 

Therefore, to guarantee more equal expenditures per student 

in similarly sized schools throughout Montana, while also 

providing each district board of trustees the power to 

determine and meet the unique and individual needs of 

students and schools in the district, the legislature 

determines that it is reasonable and necessary to establish 

a maximum general fund budget limitation for each district, 

except as provided in 20-9-315, of 121\ of the district's 

foundation program amount. Because of different 

circumstances that exist from district to district, the 

legislature finds that it is reasonable and necessary to 

permit that range of disparity in expenditures by similarly 

sized districts throughout the state. 

The legislature intends that the current system of 

funding county equalization with elementary and high school 

levies and other revenue sources be maintained without 

change in order to preserve the current method of providing 

equalized local support of schools. The statutory 

appropriation of all revenue earmarked to fund county 

equalization does not affect the manner in which that 

revenue is collected, controlled, and distributed to 

districts by the county. It is intended that a district 
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eligible for federal funds under Title I of Public Law 

81-874 will be able to maintain the local contribution rate 

as required by 20 u.s.c. 238(d)(3)(C) for continuing 

eligibility. 

It is intended that while school districts may conduct 

more than 180 days of instruction, a school district may not 

receive foundation program support for more than 180 days of 

pupil instruction. 

Under 20-3-106, 20-9-102, 20-9-201, 20-9-211, and 

20-9-213, the superintendent of public instruction is 

authorized to supervise school financial administration and 

to adopt rules establishing requirements for budgeting and 

financial administration of public school districts, 

includinq accounting and reporting requirements. Onder 

20-9-344, the board of public education has authority to 

require any reports it con~iders necessary. It is intended 

that school districts be required to maintain accounting 

systems based on generally accepted accounting principles 

and that the superintendent of public instruction adopt 

rules necessary to implement the requirement. The 

superintendent of public instruction shall provide training 

and assistance to the districts as necessary to enable the 

districts to comply. 

It is intended that the districts be required to file 

accurate and timely reports with the superintendent of 
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public instruction. Districts must be required to provide 

student and school district data as may be required by the 

superintendent of public instruction concerning the 

condition of education in Montana, including personnel 

information, student and school district demographics, 

assessment of student and school district achievement, and 

other appropriate 

the legislature to 

opportunity being 

educational factors necessary to enable 

assess the equality of educational 

provided by the public school districts 

and to determine the amount of state aid to be distributed 

to school districts. Districts shall also provide data to 

meet grant requirements and other national reporting needs~ 

It is intended that the superintendent of public 

instruction conduct training and provide forms for the 

personnel responsible for completing reports. Whenever 

possible, the superintendent of public instruction shall 

develop methods for collecting educational data 

electronically, using formats consistent with school 

district data processing capabilities. The educational data 

must be maintained in an electronic format easily accessible 

by other state agencies and the legislature. 

State equalization aid and county equalization money 

may be withheld from school districts, as provided by 

20-9-344, that do not comply with accounting and reporting 

requirements. 
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It is intended that the superintendent of public 

instruction employ additional personnel during fiscal year 

1990 and fiscal year 1991, not to exceed the appropriation, 

for the purpose of establishing standard accounting and 

reporting practices in the public school districts and for 

implementing the additional provisions of this bill. 

The legislature determines that if county equalization 

revenue is deficient because of noncollected tax payments, 

state equalization aid may be provided to offset the 

delinquency. 

In providing equalization funding through continuation 

of the 10\ personal income surtax, it is not intended that 

the surtax be a permanent funding source for state 

equalization aid. 

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

Section 1. section 2-7-504, MCA, is amended to read: 

"2-7-504. Accounting aethods. ~he Unless otherwise 

required by law, the department shall prescribe the general 

methods and details of accounting for the receipt and 

disbursement of all men~ys money belonging to governmental 

entities referred to in this part and shall establish in 

those offices general methods and details of accounting. 

All governmental entity officers shall conform with the 

standards prescribed by the department." 
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Section 2. section 15-1-501, MCA, is amended to read: 

"15-1-501. Disposition of mefters money froa certain 

designated license and other taxes. (1) The state treasurer 

shall deposit to the credit of the state general fund all 

mefters money received by him from the collection of: 

(a) fees from driver's licenses, motorcycle 

endorsements, and duplicate driver's licenses as provided in 

61-5-121; 

(b) electrical energy producer's license taxes under 

chapter 51; 

(c) severance taxes allocated to the general fund 

under chapter 36; 

(d) liquor license taxes under Title 16; 

(e) telephone (company] license taxes under chapter 

53; and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) All meftera money received from the collection of 

income taxes under chapter 3D of this title sha%% must be 

deposited as follows: 

(a) 58Tit ~ to the credit of the state general 

fund; 

(b) l9t ~ to the credit of the debt service account 

for long-range building program bonds as described in 

17-5-408; and 
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(c) at.8t ~ to the credit of the state special 

revenue fund, for state equalization aid to the public 

schools of Montana as described in 20-9-343. 

(3) All men~rs money received from the collection of 

corporation license and income taxes under chapter 31 of 

this title, except as provided in 15-31-702, Sfta~~ must be 

deposited as follows: 

(a) 64\ to the credit of the state general fund; 

(b) 11\ to the credit of the debt service account for 

long-range building program bonds as described in 17-5-408; 

and 

(c) 25\ to the credit of the state special revenue 

fund for state equalization aid to the public schools of 

Montana as described in 20-9-343. 

(4) The state treasurer shall also deposit to the 

credit of the state qeneral fund all moneys money received 

by him from the collection of license taxes, fees, and all 

net revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

(5) After the distribution provided for in 15-36-112, 

the remainder of the oil severance tax collections shall 

must be deposited in the general fund." 

Section 3. Section 15-10-402, MCA, is amended to read: 

"15-10-402. Property tax limited to 1986 levels. (l) 

Except as provided in subsections (2) and (3), the amount of 
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taxes levied on property described in 15-6-133, 15-6-134, 

15-6-136, 15-6-139, 15-6-142, and 15-6-144 may not, for any 

taxing jurisdiction, exceed the amount levied for taxable 

year 1986. 

(2) The limitation contained in subsection (l) does 

not apply to levies for rural improvement districts, Title 

7, chapter 12, part 21: special improvement districts, Title 

7, chapter 12, part 41; elementary and high school 

districts, Title 20: or bonded indebtedness. 

(3) New construction or improvements to or deletions 

from property described in subsection (1) are subject to 

taxation at 1986 levels. 

(4) As used in this section, the "amount of taxes 

levied 11 and the "amount levied" mean the actual dollar 

amount of taxes imposed on an individual piece of property, 

notwithstanding an increase or decrease in value due to 

inflation, reappraisal, adjustments in the percentage 

multiplier used to convert appraised value to taxable value, 

changes in the number of mills levied, or increase or 

decrease in the value of a mill.• 

Section 4. Section 15-10-412, MCA, is amended to read: 

"15-10-412. Property tax limited to 1986 levels 

clarification extension to all property classes. Section 

15-10-402 is interpreted and clarified as follows: 

(1) The limitation to 1986 levels is extended to apply 
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to all classes of property described in Title 15, chapter 6, 

part 1. 

(2) The limitation on the amount of taxes levied is 

interpreted to mean that, except as otherwise provided in 

this section, the actual tax liability for an individual 

property is capped at the dollar amount due in each taxing 

unit for the 1986 tax year. In tax years thereafter, the 

property must be taxed in each taxing unit at the 1986 cap 

or the product of the taxable value and mills levied, 

whichever is less for each taxing unit, except in a taxing 

unit that levied a tax in tax years 1983 through 1985 but 

did not levy a tax in 1986, in which case the actual tax 

liability for an individual property is capped at the dollar 

amount due in that taxing unit for the 1985 tax year. 

(3) The limitation on the amount of taxes levied does 

not mean that no further increase may be made in the total 

taxable valuation of a taxing unit as a result of: 

(a) annexation of real property and improvements into 

a taxing unit; 

(b) construction, expansion, or remodeling 

improvements, 

(c) transfer of property into a taxing unit; 

(d) subdivision of real property; 

(e) reclassification of property; 

of 

(f) increases in the amount of production or the value 
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of production for 

15-6-132; 

property described in 15-6-131 or 

(g) transfer 

status; 

of property from tax-exempt to taxable 

(h) revaluations caused by: 

(i) cyclical reappraisal; or 

(ii) expansion, addition, replacement, or remodeling of 

improvements; or 

(i) increases in property valuation pursuant to 

15-7-111(4) through (8) in order to equalize property values 

annually. 

(4) The limitation on the amount of taxes levied does 

not mean that no further increase may be made in the taxable 

valuation or in the actual tax liability on individual 

property in each class as a result of: 

(a) a revaluation caused by: 

(i) construction, expansion, replacement, or 

remodeling of improvements that adds value to the property; 

or 

(ii) cyclical reappraisal; 

(b) transfer of property into a taxing unit; 

(c) reclassification of property; 

(d) increases in the amount of production or the value 

of production for property described in 15-6-131 or 

15-6-132; 

-14- SB 26 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

l3 

l4 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

SB 0026/02 

(e) annexation of the individual property into a new 

ta:dnq unit; 

(f) conversion of the individual property from 

tax-exempt to taxable status; or 

(9) increases in property valuation pursuant to 

15-7-111(4) throuqh (8) in order to equalize property values 

annually. 

(5) Property in classes four, twelve, and fourteen is 

valued accordinq to the procedures used in 1986, includinq 

the desiqnation of 1982 as the base year, until the 

reappraisal cycle beqinning January 1, 1986, is completed 

and new valuations are placed on the tax rolls and a new 

base year designated, if the property is: 

(a) 

(b) 

new construction; 

expanded, deleted, 

improvements; 

(c) annexed property; or 

replaced, or remodeled 

(d) property converted from tax-exempt to taxable 

status. 

(6) Property described in subsections (5}(a) through 

(S)(d) that is not class four, class twelve, or class 

fourteen property is valued according to the procedures used 

in 1986 but is also subject to the dollar cap in each taxing 

unit based on 1986 mills levied. 

(7) The limitation on the amount of taxes, as 
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clarified in this section, is intended to leave the property 

appraisal and valuation methodology of the department of 

revenue intact. Determinations of county classifications, 

salaries of local government officers, and all other matters 

in which total taxable valuation is an integral component 

are not affected by 15-10-401 and 15-10-402 except for the 

use of taxable valuation in fixing tax levies. In fixing tax 

levies, the taxing units of local government may anticipate 

the deficiency in revenues resulting from the tax 

limitations in 15-10-401 and 15-10-402, while understanding 

that regardless of the amount of mills levied, a taxpayer's 

liability may not exceed the dollar amount due ln each 

taxing unit for the 1986 tax year unless the taxing unit's 

taxable valuation decreases by 5\ or more from the 1986 tax 

year. If a taxing unit's ta_xable valuation decreases by 5\ 

or more from the 1986 tax year, it may levy additional mills 

to compensate for the decreased taxable valuation, but in no 

case may the mills levied exceed a number calculated to 

equal the revenue from property taxes for the 1986 tax year 

in that taxing unit. 

(8) The limitation on the amount of taxes levied does 

not apply to the following levy or special assessment 

categories, whether or not they are based on commitments 

made before or after approval of 15-10-401 and 15-10-402: 

(a) rural improvement districts; 
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of bonded 

(d) 

(e) 

(f) 

(g) 

(h) 

satisfaction of judgments against a taxing unit; 

street lighting assessments; and 

revolving funds to support any categories 

specified in this subsection (8); and 

(i) elementary and high school districts. 

(9) The limitation on the amount of taxes levied does 

not apply in a taxing unit if the voters in the taxing unit 

approve an increase in tax liability following a resolution 

of the governing body of the taxing unit containing: 

(a) a finding that there are insufficient funds to 

adequately operate the taxing unit as a result of 15-10-401 

and 15-10-402; 

(b) an explanation of the nature of the financial 

emergency; 

{c) an estimate of the amount of funding shortfall 

expected by the taxing unit; 

(d) a statement that applicable fund balances are or 

by the end of the fiscal year will be depleted; 

(e) a finding that there are no alternative sources of 

revenue; 

-17- SB 26 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

(f) a summary of the alternatives that the governing 

body of the taxing unit has considered; and 

(g) a statement of the need for the increased revenue 

and how it will be used. 

(10) The limitation on the amount of taxes levied does 

not apply to levies required to address the funding of 

relief of suffering of inhabitants caused by famine, 

conflagration, or other public calamity. 

(ll) The limitation on the amount of taxes levied by a 

taxing jurisdiction subject to a statutory maximum mill levy 

does not prevent a taxing jurisdiction from increasing its 

number of mills beyond the statutory maximum mill levy to 

produce revenue equal to its 1986 revenue. 

(12) The limitation on the amount of taxes levied does 

not apply to a levy increase to repay taxes paid under 

protest in accordance with 15-l-402." 

Section 5. Section 15-30-108, MCA, is amended to read: 

"15-30-108. t~emporaryt--Surtax. After In addition to 

the amount of tax liability has-been computed as required in 

15-30-103, each person filing a Montana individual income 

tax return shall add as a surtax 10\ of the tax liabilityT 

and-the-ame~ne-so-arrived-ae-is-ehe-amoant--~ae--tbe--seaee. 

t~erminates-Becember-3l7-l989--secT-liT-ehT-666T-hT-l98~Tt~" 

Section 6. Section 15-35-108, MCA, is amended to read: 

"15-35-108. Disposal of severance taxes. severance 
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tazes collected under this chapter must be allocated 

according to the provisions in effect on the date the tax is 

due under 15-35-104. Severance taxes collected under the 

provisions of this chapter are allocated as follows: 

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

s, of the Montana constitution, SO\ of total coal severance 

tax collections. The trust fund moneys shall be deposited 

in the fund established under 17-6-203(5) and invested by 

the beard of investments as provided by law. 

(2) Starting July 1, 1987, and ending June 30, 1993, 

12\ of coal severance tax collections are allocated to the 

highway reconstruction trust fund account in the state 

special revenue fund. 

(3) Coal severance tax collections remaining after the 

allocations provided by subsections (l) and (2) are 

allocated in the following percentages of the remaining 

balance: 

(a) after June 30, 1991, 20\ to the state special 

revenue fund to the credit of the education trust fund 

account and 17.5\ to the credit of the local impact account. 

unencumbered funds remaining in the local impact account at 

the end of each biennium are allocated to the ed~eatien 

trast--~and--eeee~nt state special revenue fund for state 

egualization aid to public schools of the state. 

(b) 35\ until June 30, 1991, and thereafter 10\ to the 
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state special revenue fund for state equalization aid to 

public schools of the state; 

(c) 1\ to the state special revenue fund to the credit 

of the county land planning account; 

(d) l 1/4\ to the credit of the renewable resource 

development bond fund; 

(e) after June 30, 1991, 5\ to a nonexpendable 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 t~e state 

capitol and other cultural and aesthetic projects; and 

(ii) 2/3 for the acquisition, development, operation, 

and maintenance of any sit·es and areas described in 

23-1-102; 

(f) 1\ to the state special revenue fund to the credit 

of the state library commission for the purposes of 

providing basic library services for the residents of all 

counties through library federations and for payment of the 

costs of participating in regional and national networking; 

(g) 1/2 of 1\ to the state special revenue fund for 

conservation districts; 

(h) l 1/4\ to the debt service fund type to the credit 

of the water development debt service fund; 

-20- SB 26 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

SB 0026/02 

(i) 2\ to the state special revenue fund for the 

Montana Growth Through Agriculture Act: 

(j) all other revenues from severance taxes collected 

under the provisions of this chapter to the credit of the 

general fund of the state." 

Section 7. Section 17-3-213, MCA, is amended to read: 

•17-3-213. Allocation to general road fund and 

countywide school levies. (1) The forest reserve funds so 

apportioned to each county sha~l must be apportioned by the 

county treasurer in each county be~W@@ft-~he-seyeral-f~nds as 

follows: 

(a) to the general road fund, 66 2/3\ of the total 

amount received; 

(b) to the following countywide school levies, 33 l/3\ 

of the total sum received: 

(i) the--ann~a~-bas~e-tax-~e•r county equalization for 

elementary schools provided for in 20-9-3311 

(ii) the-ann~a1-spee~a1--tax county equalization for 

high schools provided for in 20-9-333: and 

(iii) the high school transportation fund provided for 

in 20-l0-1437 

t~•t-the--e1ementary--teaeher--retirement--and---soe~a1 

see~r~ty-fund-prev+ded-for-in-i8-9-5817 

t•t--the--hi9h--sehoo1--teaeher--retirement--and-aee+a1 

25 see~r~ty-fund-prev+ded-for-in-28-9-581. 
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(2) The apportionment of money to the funds provided 

for under subsection (l)(b) aha~1 ~be made by the county 

superintendent based on the proportion that the mill levy of 

each fund bears to the total number of mills for all the 

funds. Whenever the total amount of money available for 

apportionment under this section is greater than the total 

requirements of a levy, the excess money and any interest 

income must be retained in a separate reserve fund, to be 

reapportioned in the ensuing school fiscal year to the 

levies designated in subsection (l){b). 

(3) In counties wherei:ft in which special road 

districts have been created according to law, the board of 

county commissioners shall distribute a proportionate share 

of the 66 2/3\ of the total amount received for the general 

road fund to s~eh the special road diatr%et-or districts 

within the county based upon the percentage that the total 

area of s~eh the road district bears to the total area of 

the entire county.• 

Section 8. Section 17-7-502, MCA, is amended to read: 

"17-7-502. Statutory appropriations -- definition 

requisites for validity. (l) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 

legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4), to be 
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effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 2-9-202; 

10-3-203; 10-3-312; 10-3-314; 

15-25-123; 15-31-702; 15-36-112; 

2-17-105; 

10-4-301; 

15-37-117; 

2-18-812; 

13-37-304; 

15-70-101; 

16-1-404; 16-1-410; 16-1-411; 17-3-212; 17-5-404; 17-5-424; 

17-5-804; 

19-10-305; 

19-12-301; 

23-5-306; 

19-8-504; 

19-10-506; 

19-13-604; 

23-5-409; 

19-9-702; 19-9-1007; 19-10-205; 

19-11-512; 19-11-513; 19-11-606; 

20-6-406; 20-8-111; [section 50]; 

23-5-610; 

23-5-1027; 27-12-206; 37-51-501; 

23-5-612; 

39-71-2504; 

67-3-205; 

80-2-103; 

23-5-1016; 

53-6-150; 

75-1-1101; 

82-11-136; 

53-24-206; 61-2-406; 

75-5-1108; 75-11-313; 

61-5-121; 

76-12-123; 

82-11-161; 90-3-301; 90-4-215; 90-4-613; 90-6-331; 90-9-306; 

and section 13, House Bill No. 861, Laws of 1985. 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 
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Montana. Agencies that have entered into agreements 

authorized by the laws of MOntana to pay the state 

treasurer, for deposit in accordance with 11-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

such payments. (In subsection (3), pursuant to sec. 10, Ch. 

664, L. 1987, the inclusion of 39-71-2504 terminates June 

30, 1991.)" 

Section 9. Section 20-3-106, MCA, is amended to read: 

•20-3-106. Supervision of schools powers and 

duties. The superintendent of public instructior has the 

general supervision of the public schools and districts of 

the state, and he shall perform the following duties or acts 

in implementing and enforcing the provisions of this title: 

(1) resolve any controversy resulting from the 

proration of costs by a joint board of trustees under the 

provisions of 20-3-362; 

C2) issue, renew, or deny teacher certification and 

emergency authorizations of employment: 

(3) negotiate reciprocal tuition agreements with other 

states in accordance with the provisions of 20-5-314: 

(4) serve on the teachers' retirement board in 

accordance with the provisions of 2-15-1010; 

(5) approve or disapprove the orders of a high school 
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commission in accordance with the provisions of boundary 

20-6-311; 

( 6) 

a school 

approve or disapprove the opening or reopening of 

in accordance with the provisions of 20-6-502, 

20-6-503, 20-6-504, or 20-6-505; 

(7) approve or disapprove school isolation within the 

limitations prescribed by 20-9-302; 

(8) generally 

procedures prescribed 

supervise 

by law in 

the school 

accordance 

budgeting 

with the 

provisions of 20-9-102 and prescribe the school budget 

format in accordance with the provisions 

20-9-506; 

( 9) establish a system of 

of 20-9-103 and 

communication for 

calculating joint district revenues in accordance with the 

provisions of 20-9-151; 

(10) approve or disapprove the adoption of a district's 

emergency budget resolution under the conditions prescribed 

in 20-9-163 and publish rules for an application for 

additional state aid for an emergency budget in accordance 

with the approval and disbursement provisions of 20-9-166; 

(11) generally supervise the school financial 

administration provisions as prescribed by 20-9-201(2); 

(12) prescribe and furnish the annual report forms to 

enable the districts to report to the county superintendent 

in accordance with the provisions of 20-9-213(5) and the 
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annual report forms to enable the county superintendents to 

report to the superintendent of public instruction in 

accordance with the provisions of 20-3-209; 

(13) approve, disapprove, or adjust an increase of the 

average number belonging (AND) in accordance with the 

provisions of 20-9-313 and 20-9-314; 

(14) distribute state equalization aid in support of 

the foundation program in accordance with the provisions 

20-9-331, 20-9-333, 20-9-342, 20-9-346, and 20-9-347; 

of 

(15) distribute state impact aid in accordance with the 

provisions of 20-9-304; 

(16) provide for the uniform and equal provision of 

transportation by performing the duties prescribed by the 

provisions of 20-10-112; 

(17) approve or disapprove an adult education program 

for which a district proposes to levy a tax in accordance 

with the provisions of 20-7-705; 

(18) request, accept, deposit, and expend federal 

meneys money in accordance with the provisions of 20-9-603; 

(19) authorize the use of federal moneys money for the 

support of an interlocal cooperative agreement in accordance 

with the provisions of 20-9-703 and 20-9-704; 

(20) prescribe the form and contents of and approve or 

disapprove interstate contracts in accordance with the 

provisions of 20-9-705; 
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(21) approve or disapprove the conduct of school on a 

Saturday or on pupil-instruction-related days in accordance 

with the provisions of 20-1-303 and 20-1-304; 

(22) recommend standards of accreditation for all 

schools to 

c0111pliance 

the 

with 

board of 

,,.ell 

public education and evaluate 

the standards and recommend 

accreditation status of every school to the board of public 

education in accordance with the provisions of 20-7-101 and 

20-7-102; 

(23) collect and maintain a file of curriculum guides 

and assist schools with instructional programs in accordance 

with the provisions of 20-7-113 and 20-7-114; 

(24) establish and maintain a library of visual, aural, 

and other educational media in accordance with the 

provisions of 20-7-201; 

(25) license textbo<>k dealers and initiate prosecution 

of textbook dealers violating the law in accordance with the 

provisions of the textbooks part of this title; 

(26) as the governing agent and executive officer of 

the state of Montana for K-12 vocational education, adopt 

the policies prescribed by and in accordance with the 

provisions of 20-7-301; 

(27) supervise and coordinate the conduct of special 

education in the state in accordance with the provisions of 

20-7-403; 
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(28) administer the traffic education program in 

accordance with the provisions of 20-7-502; 

(29) administer the school food services program in 

accordance with the provisions of 20-10-201, 20-10-202, and 

20-10-203; 

(30) review school building plans and specifications in 

accordance with the provisions of 20-6-622; 

(31) prescribe the method of identification and signals 

to be used by school safety patrols in accordance with the 

provisions of 20-1-408; 

(32) provide schools with information and technical 

assistance for compliance with the student assessmer.t rules 

provided for in 20-2-121 and collect and summarize the 

results of s~ell the student assessment for the board of 

public education and the legislature; 

(33) administer the distribution of state retirement 

equalization aid for each district's retirement fund 

expenditures in accordance with i9-9-53i 20-9-347; and 

(34) perform any other duty prescribed from time to 

time by this title, any other act of the legislature, or the 

policies of the board of public education." 

Section 10. Section 20-3-205, MCA, is amended to read: 

"20-3-205. Powers and duties. The county 

superintendent has general supervision of the schools of the 

county within the limitations prescribed by this title and 
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shall perform the following duties or acts: 

(l) determine, establish, and reestablish trustee 

nominating districts in accordance with the provisions of 

20-3-352, 20-3-353, and 20-3-354; 

(2) administer and file the oaths of members of the 

boards of trustees of the districts in his county in 

accordance with the provisions of 20-3-307; 

(3) register the teacher or specialist certificates or 

emergency authorization of employment of any person employed 

in the county as a teacher, specialist, principal, or 

district superintendent in accordance with the provisions of 

20-4-202; 

(4) act on each tuition application submitted to him 

in accordance with the provisions of 20-5-301, 20-5-302, 

20-5-304, and 20-5-311 and transmit the tuition information 

required by 20-5-312; 

(5) file a copy of the audit report for a district in 

accordance with the provisions of 20-9-203; 

( 6) classify districts in accordance with the 

provisions of 20-6-201 and 20-6-301: 

(7) keep a transcript and reconcile the district 

boundaries of the county in accordance with the provisions 

of 20-6-103; 

(8) fulfill all responsibilities assigned to him under 

the provisions of this title regulating the organization, 
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alteration, or abandonment of districts~ 

(91 act on any unification proposition and, if 

approved, establish additional trustee nominating districts 

in accordance with 20-6-312 and 20-6-313; 

(101 estimate the average number belonging (ANB) of an 

opening school in accordance with the 

20-6-502, 20-6-503, 20-6-504, or 20-6-506; 

provisions of 

( 11) process and, when required, act on school 

isolation applications in accordance with the provisions of 

20-9-302; 

(121 complete the budgets, compute the budgeted 

revenues and tax levies, file final and emergency budgets, 

and fulfill such other responsibilities assigned to him 

under the provisions of this title regulating 

budgeting systems; 

school 

(131 submit an annual financial report to the 

superintendent of public instruction in accordance with the 

provisions of 20-9-2111 

(14) qaarterly monthly, unless otherwise provided by 

law, order the county treasurer to apportion state money, 

county school money, and any other school money subject to 

apportionment in accordance with the provisions of 20-9-212, 

20-9-334, 20-9-347, 20-10-145, or 20-10-146; 

(15) act on any request to transfer average number 

belonging (ANB) in accordance with the provisions of 
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20-9-313(3); 

(16) calculate the estimated budgeted general fund 

sources of revenue in accordance with the provisions of 

20-9-348 and the other general fund revenue provisions of 

the general fund part of this title; 

(17) compute the revenues and the district and county 

levy requirements for each fund included in each district's 

final budget and report 11t1eh the computations to the board 

of county commissioners in accordance with the provisions of 

the general fund, transportation, bonds, and other school 

funds parts of this title; 

(18) file and forward bus driver certifications, 

transportation contracts, and state transportation 

reimbursement claims in accordance with the provisions of 

20-10-103, 20-10-143, or 70-10-145; 

(19) for districts •1hich do not employ a district 

superintendent or principal, recommend library book and 

textbook selections in accordance with the provisions of 

20-7-204 or 20-7-602; 

(20) notify the superintendent of public instruction of 

a textbook dealer's activities when required under the 

provisions of 20-7-605 and otherwise comply with the 

textbook dealer provisions of this title; 

(21) act on district requests to allocate federal money 

for indigent children for school food services in accordance 

-31- SB 26 

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 

SB 0026/02 

with the provisions of 20-10-205; 

(22) perform any other duty prescribed from time to 

time by this title, any other act of the legislature, the 

policies of the board of public education, the policies of 

the board of regents relating to community college 

districts, or the rules of the superintendent of public 

instruction; 

(23) administer the oath of office to trustees without 

the receipt of pay for administering the oath; 

(24) keep a record of his official acts, preserve all 

reports submitted to him under the provisions of this title, 

preserve all books and instructional equipment or ~upplies, 

keep all documents applicable to the Administration of the 

office, and surrender sach all records, books, supplies, and 

equipment to his successor; 

(25) within 90 days after the 

fiscal year, publish an annual 

close 

report 

of 

in 

the 

the 

school 

county 

newspaper stating the following financial information for 

the school fiscal year just ended for each district of the 

county: 

(a) the total of the cash balances of all funds 

maintained by the district at the beginning of the year; 

(b) the total receipts that were realized in each fund 

maintained by the district; 

(c) the total expenditures that were made from each 
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fund maintained by the district; and 

(d) the total of the cash balances of all funds 

maintained by the district at the end of the school fiscal 

year; and 

(26) hold meetings for the members of the trustees from 

time to time at which matters for the good of the districts 

shaii must be discussed." 

Section 11. Section 20-3-324, MCA, is amended to read: 

"20-3-324. Powers and duties. As prescribed elsewhere 

in this title, the trustees of each district shall: 

(1) employ or dismiss a teacher, principal, or other 

assistant upon the recommendation of the district 

superintendent, the county high school principal, or other 

principal as the board considers necessary, accepting or 

rejecting any recommendation as the trustees in their sole 

discretion determine, in accordance with the provisions of 

Title 20, chapter 4; 

(2) employ and dismiss administrative personnel, 

clerks, secretaries, teacher aides, custodians, maintenance 

personnel, school bus drivers, food service personnel, 

nurses, and any other personnel considered necessary to 

carry out the various services of the district; 

(3) administer the attendance and tuition provisions 

and otherwise govern the pupils of the district in 

accordance with the provisions of the pupils chapter of this 
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title1 

(4) call, conduct, and certify the elections of the 

district in accordance with the provisions of the school 

elections chapter of this title; 

(5) participate in the teachers' retirement system of 

the state of Montana in accordance with the provisions of 

the teachers' retirement system chapter of Title 19r 

(6) participate in district boundary change actions in 

acco[dance with the provisions of the districts chapter of 

this title; 

t7) organize, open, close, or acquire isolation status 

for the schools of the district in accordance with the 

provisions of the school organization part of this title; 

(8) adopt and administer the annual budget or an 

emergency budget of the district in accordance with the 

provisions of the school budget system part of this title; 

(9) conduct the fiscal business of the district in 

accordance with the provisions of the school financial 

administration part of this title; 

(10) establish the ANB, foundation program, perm~ss~•e 

~e•y• additional levy, cash reserve, and state impact aid 

amount for the general fund of the district in accordance 

with the provisions of the general fund part of this title; 

(11) establish, maintain, budget, and finance the 

transportation program of the district in accordance with 
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the provisions of the transportation parts of this title; 

(12) issue, refund, sell, budget, and redeem the bonds 

of the district in accordance with the provisions of the 

bonds parts of this title; 

(13) when applicable, 

administer, and budget for the 

fund, building reserve fund, 

establish, financially 

tuition fund, retirement 

adult education fund, 

nonoperating fund, school food services fund, miscellaneous 

federal programs fund, building fund, lease or rental 

agreement fund, traffic education fund, and interlocal 

cooperative agreement fund in accordance with the provisions 

of the other school funds parts of this title; 

(14) when applicable, administer any interlocal 

cooperative 

accordance 

agreement, 

with the 

gifts, legacies, or 

provisions of the 

financial parts of this title; 

devises in 

miscellaneous 

(15) hold in trust, acquire, and dispose of the real 

and personal property of the district in accordance with the 

provisions of the school sites and facilities part of this 

title; 

(16) operate the schools of the district in accordance 

with the provisions of the school calendar part of this 

title; 

(17) establish and maintain the instructional services 

of the schools of the district in accordance with the 
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of the instructional services, textbooks, 

education, and special education parts of this 

(18) establish and maintain the school food services of 

the district in accordance with the provisions of the school 

food services parts of this title; 

(19) make reports from time to time as the county 

superintendent, superintendent of public instruction, and 

board of public education may require; 

(20) retain, when considered advisable, a physician or 

registered nurse to inspect the sanitary conditions of the 

school or the general health conditions of each pupil and, 

upon request, make available to any parent or guardian any 

medical reports or health records maintained by the district 

pertaining to his child; 

(21) for each member of the trustees, visit each school 

of the district not less than once each school fiscal year 

to examine its management, conditions, and needs, except 

trustees from a first-class school district may share the 

responsibility for visiting each school in the district; 

(22) procure and display outside daily in suitable 

weather at each school of the district an American flag that 

measures not less than 4 feet by 6 feet; 

(23) adopt and administer a district policy on 

assessment for placement of any child who enrolls in a 

-36- SB 26 
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school of the district from a nonpublic school that is not 

accredited, as required in 20-5-110; and 

(24) perform any other duty and enforce any other 

requirements for the government of the schools prescribed by 

this title, the policies of the board of public education, 

0[ the rules of the superintendent of public instruction." 

Section 12. Section 20-3-331, MCA, is amended to read: 

"20-3-lll. Purchase of liability insurance. The 

trustees of any district may purchase insurance coverage for 

the district, trustees, and employees against liability for 

the death, injury, or disability of any person or damage to 

property. The trustees shall include the cost of coverage in 

the general fund budget of the district." 

Section 13. Section 20-5-305, MCA, is amended to read: 

"20-5-305. Eleaentary tuition rates. (1) Whenever a 

pupil of an elementary district has been granted approval to 

attend a school outside of the district in which he resides, 

under the provisions of 20-5-301 or 20-5-302, a~ch the 

district of residence shall pay tuition to the elementary 

district where the pupil attends school. Except as provided 

in subsection (2), the basis of the rate of tuition shall be 

determined by the attended district. The rate of tuition 

ahaii must be determined by: 

(a) totaling the actual expenditures from the district 

general fund7 and the debt service fund7-andT-if--the--p~pii 
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is-a-residen~-e~-anothe~-eo~ntyy-the-re~ireaent-!~nd; 

(b) dividing the amount determined in subsection 

(l)(a) by the ANB of the district for the current fiscal 

year, as determined under the provisions of 20-9-311; and 

(c) subtracting the---totai---of from the amount 

determined in subsection (l)(b) the per-ANB amount allowed 

by i8-9-3t6-thro~~h-i8-9-3ii-that-repreaenta the foundation 

program schedules aa-preacribed-by-i8-9-383-pl~a-the-per-ANB 

aaoHnt-determined-by-dividing-the--state--!tnancing--o£--the 

diatriet--permiaaiye--ievy--by-the-ANB-of-the-diatrietT-from 

the-amo~nt-determined-in-a~baeetion-ttttbt. 

(2) The tuition for a full-time elementary special 

education pupil must be determined under rules adopted by 

the superintendent of public instruction for the calculation 

of elementary tuition for full-time elementary special 

education pupils as designated in 20-9-311 for funding 

purposes." 

Section 14. Section 20-5-312, MCA, is amended to read: 

"20-5-312. Reporting, budgeting. and pay8ent for high 

school tuition. (1) Except as provided in subsection (2), at 

the close of the school term of each school fiscal year, the 

trustees of each high school district shall determine the 

rate of tuition for the current school fiscal year by: 

(a) totaling the actual expenditures from the district 

general fundT and the debt service fund7-andT-if--the--p~pil 
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ta-a-~eaiden~-e£-ane~her-eeuntyT-the-retireaent-fuftd; 

(b) dividing the amount determined in subsection 

(l)(a) above by the ANB of the district as determined under 

the provisions of 20-9-311: and 

(c) subtracting the---total---of from the amount 

determined in subsection (l)(b) the per-ANB amount allowed 

by ~8-9-3%6-thro~qh-~9-9-32%-that-re~resents the foundation 

program es-~reseribed-b7-i9-9-3&3-~~s--the--per-ANB--amo~nt 

determined--b7--di¥idinq-the-state-finane~nq-of-the-distriet 

permissiYe-ieyy-by-the-ANB-of-the-distrietT-from-the--amount 

determined-in-s~bseetion-tittbt schedules. 

(2) The tuition for a full-time high school special 

education pupil must be determined under rules adopted by 

the superintendent of public instruction for the calculation 

of tuition for full-time high school special education 

pupils as designated in <0-9-311 for funding purposes. 

(3) Before July 15, the trustees shall report to the 

county superintendent of the county in which the district is 

located: 

(a) the names, addresses, and resident districts of 

the pupils attending the schools of the district under an 

approved tuition agreement: 

(b) the number of days of school attended by each 

pupil: 

(c) the amount, if any, of each pupil's tuition 
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payment that the trustees, in their discretion, have the 

authority to waive: and 

(d) the rate of current school fiscal year tuition, as 

determined under the provisions of this section. 

(4) When the county superintendent receives a tuition 

report from a district, he shall immediately send the 

reported information to the superintendent of each district 

in which the reported pupils reside. 

(5) When the district superintendent receives a 

tuition report or reports for high school pupils residing in 

his district and attending an out-of-district high school 

under approved tuition agreements, he shall dete.mine the 

total amount of tuition due e~eh the out-of-district high 

schools on the basis of the following per-pupil schedule: 

the rate of tuition, number of pupils attending under an 

approved tuition agreement, and other information provided 

by each high school district where resident district pupils 

have attended school. 

(6) The total amount of the high school tuition, with 

consideration of any tuition waivers, for pupils attending a 

high school outside the county of residence must be financed 

by the county basic special tax for high schools as provided 

in 20-9-334. In December, the county superintendent shall 

cause the payment by county warrant of at least one-half of 

the high school tuition obligations established under this 

-40- SB 26 



1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

section out of the first money realized from the county 

basic special tax for high schools. The remaining 

obligations must be paid by June 15 of the school fiscal 

year. The payments must be made to the county treasurer of 

the county where each high school entitled to tuition is 

located. The county treasurer shall credit tuition receipts 

to the general fund of the applicable high school district, 

and the tuition receipts must be used in accordance with the 

provisions of 20-9-141. 

(7) For pupils attending a high school outside their 

district of residence but within the county of residence, 

the total amount of the tuition, with consideration of any 

tuition waivers, must be paid 

fiscal year. The trustees of 

during the ensuing school 

the sending high school 

district shall include the tuition amount in the tuition 

fund of the preliminary and final 

tuition amount is not subject 

budgets. This budgeted 

to the budget adjustment 

provisions of 20-9-132. The county superintendent shall 

report the net tuition fund levy requirement for each high 

school district to the county commissioners on the second 

Monday of August, and a levy on the district must be made by 

the county commissioners in accordance with 20-9-142. The 

levy requirement must be calculated by subtracting from the 

total expenditure amount authorized in the final tuition 

fund budget the sum of the cash balance in the tuition fund 
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at the end of the immediately preceding school fiscal year 

plus any other anticipated money that may be realized in the 

tuition fund. The trustees shall pay by warrants drawn on 

the tuition fund the tuition amounts owed to each district 

included in the county superintendent's notification. 

Payments must be made whenever there is a sufficient amount 

of cash available in the tuition fund but no later than the 

end of the school fiscal year for which the budget is 

adopted. However, if the trustees of either the sending or 

receiving high school district feel the transfer privilege 

provided by this subsection is being abused, they may appeal 

to the county superintendent of schools, who shall hold a 

hearing and either approve or disapprove the transfer." 

Section 15. Section 20-6-401, MCA, is amended to read: 

"20-6-401. Definitions. As used in this part, unless 

the context clearly indicates otherwise, the following 

definitions apply: 

(1) "Component districts• means the elementary or high 

school districts incorporated into the enlarged district. 

(2) "Eligible pupils" means the average number 

belonging (ANB) in the operating schools of the component 

districts and the tuition pupils residing in the component 

districts and attending another district's school under the 

tuition provisions of the school laws, except that the 

pupils residing in the component district having the largest 
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total number of pupils are ineligible for bonus payment 

consideration. 

(3) •Enlarged district" means the elementary or high 

school district resulting from the consolidation or 

annexation of two or more component districts. 

( 4) "General bonus payment" for first- and 

second-class school districts must be $388 $450 per eligible 

pupil per year for a period of 3 years and must be deposited 

in the enlarged district's general fund. General bonus 

payment for third-class school districts must be $589 $750 

per eligible pupil per year for a period of 3 years and must 

be deposited in the enlarged district's general fund. The 

general bonus payment must be made from the state school 

equalization aid account. 

(5) "Transportation bonus payment" is the provision of 

66 2/3' state financing of the on-schedule transportation 

amount as provided by the transportation provisions of the 

school laws. When an eligible pupil is entitled to 

transportation, the enlarged district is entitled to the 

transportation bonus payment for the eligible pupil for a 

period of 3 years. The payment must be made from the state 

transportation aid account. When the eligible pupil rides a 

bus providing transportation for ineligible pupils, the 

66 2/3' state financing of the on-schedule amount for this 

payment must be prorated to provide financing for the 

-43- SB 26 

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 

SB 0026/02 

eligible pupil." 

Section 16. Section 20-6-506, MCA, is amended to read: 

"20-6-506. 

school operated 

Budgeting and cost sharing when junior high 

by eleaentary district and high school 

district operating a county high school. (1) Whenever the 

opening of a junior high school is approved for the ensuing 

school fiscal year under 20-6-505, the county superintendent 

shall estimate the average number belonging (ANB) after 

investigating the probable enrollment for the junior high 

school. The ANB determined by the county superintendent and 

the ANB actually realized in subsequent school fiscal years 

shall must be applied under 20-9-320 to prorate the 

ma•~•~m-gene~al-rHnd-b~dge~-wiehoHt-a-•o~ee-~evy foundation 

program schedule amount provided in 20-9-303(2)(a) between 

the elementary and high school districts. Each district 

shall adopt its general fund budget on the basis of the 

prorated amount and shall finance its proportionate share of 

the cost of operating the junior high school. 

(2) The cost of operating the junior high school shall 

must be prorated between the elementary district and the 

high school district on the basis of the ratio that the 

number of pupils of their district is to the 

enrollment of the junior high school." 

total 

Section 17. Section 20-6-603, MCA, is amended to read: 

•20-6-603. Trustees' authority to acquire or dispose 

-44- SB 26 



1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

la 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

of sites and buildings --when election required. (l) The 

trustees of any district shaii-haye-the-authority-to ~ 

purchase, build, exchange, or otherwise acquireL o~ sellL or 

otherwise dispose of sites and buildings of the district. 

9Heh--aet%on--shaii Action may not be taken by the trustees 

without the approval of the qualified electors of the 

district at an election called for stteh the purpose of 

approval unless: 

(a) a bond issue has been authorized for the purpose 

of constructing, purchasing, or acquiring the site or 

building; 

(b) an additional levy under the provisions of 

20-9-353 has been approved for the purpose of constructing, 

purchasing, or acquiring the site or building; 

(c) the cost of constructing, purchasing, or acquiring 

the site or building is financed without exceeding the 

aax%aum-9enerai-fund-bttdget-without-a-¥ote-aaount-preseribed 

in--iB-9-3i6--thrott9h--iB-9-3ii foundation program schedule 

amount provided in 20-9-303(2)(a), andy in the case of a 

site purchase, the site has been approved under the 

provisions of 20-6-621; or 

(d) moneys-are money is otherwise available under the 

provisions of this title and the ballot for the site 

approval for sueh the building incorporated a description of 

the building to be located on the site. 

-45- sa 26 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

(2) When an election is conducted under the provisions 

of this section, it shaii must be called under the 

provisions of 20-20-201 and shaii must be conducted in the 

manner prescribed by this title for school elections. An 

elector qualified to vote under the provisions of 20-20-301 

shaii-be-permitted-to ~ vote in such the election. If a 

majority of those electors voting at the election approve 

the proposed action, the trustees may take the proposed 

action.• 

Section 18. Section 20-6-608, MCA, is amended to read: 

"20-6-608. Authority and duty of trustees to insure 

district property. The trustees of any district shall ha•e 

the--aHthority--ana--it-sha~~-be-their-duty-te insure any or 

all real and personal property of the district. The trustees 

shall include the cost of insurance in the general fund 

budget of the district." 

Section 19. Section 20-7-414, MCA, is amended to read: 

"20-7-414. Determination of children in need and type 

of special education needed -- approval of classes and 

prograas by superintendent. (l) The determination of the 

children requiring special education and the type of special 

education needed by these children sha~~--be is the 

responsibility 

shaii must be 

established in 

of the trustees, and s~eh the determination 

made in compliance with the procedures 

the rules of the superintendent of public 
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instruction. Whenever the trustees of a school district or 

the governing authority of an institution learn of a 

handicapped child in their jurisdiction who is in need of 

special education, they shall determine whether the child is 

in need of a surroqate parent by determining whether the 

parents or guardian is unknown or unavailable or if the 

child is a ward of the state. The determination must be made 

within 10 days of the date on which the trustees of a school 

district or the governing authority of an institution 

learned of the presence of the child in the district. If the 

child is in need of a surrogate parent, the trustees of a 

school district or the governing authority of an institution 

must nominate a surrogate parent for the child as provided 

in 20-7-461. 

(2) Whenever the trustees of any district intend to 

establish a special education class or program, they shall 

apply for approval and funding of the class or program by 

the superintendent of public instruction. The superintendent 

of public instruction shall approve or disapprove the 

application for the special education class or program on 

the basis of its compliance with the laws of the state of 

Montana, the special education policies adopted by the board 

of public education, and the rules of the superintendent of 

public instruction. No special education class may be 

operated by the trustees without the approval of the 
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superintendent of public instruction. Each special education 

class or program must be approved annually to be funded as 

part of the max~m~m-b~dge~-wiehe~~-a-•o~e foundation program 

for special education." 

Section 20. Section 20-7-422, MCA, is amended to read: 

"20-7-422. Out-of-state tuition for special education 

children. (1) If the trustees of any district recommend to 

the superintendent of public instruction the attendance of 

a child in need of special education in a special education 

program offered outside of the state of Montana, such the 

arrangements sha%% ~ not be subject to the out-of-state 

attendance provisions of the laws governing the attendance 

of pupils in schools outside the state of Montana. 

(2) Whenever the attendance of a child at an 

out-of-state special education program is approved by the 

superintendent of public instruction, i~--shall--he--~he 

respoftsihili~y-el the superintendent of public instruction 

shall, in cooperation with the department of family 

services, ~e negotiate the program for the child and the 

amount and manner of payment of tuition. The amount of 

tuition shall must be included as a contracted service in 

20-7-43l(l)(a)(iii)(A) in the maximum-hudge~-wi~heut-a-ye~e 

foundation program amount for special education." 

Section 21. Section 20-7-431, MCA, is amended to read: 

"20-7-431. Allowable cost schedule for special 
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rules -- annual 

determining the 

maxim~m-bad~et-w~ehe~e-e-veee foundation program amount for 

special education as defined in 20-9-321, the following 

schedule of allowable costs shall must be followed by the 

school district in preparation of its special education 

budget for state aid request purposes and by the 

superintendent of public instruction in his review and 

approval of the budget (for the purposes of determining the 

amount of the maxiaum-b~d~et-wit~c~e-a-~Ote foundation 

program for special education for the district, and as used 

in this schedule, •full-time special pupil" and "regular 

ANB" are to be determined in accordance with 20-9-311 and 

20-9-313): 

(a) instruction: salaries, benefits, supplies, 

textbooks, and other expenses including: 

(i) salaries and benefits of special program teachers, 

regular program teachers, teacher aides, special education 

supervisors, audiologists, and speech and hearing 

clinicians--the entire cost if employed full time in the 

special program; if such personnel are shared between 

special and regular programs--a portion of the entire cost 

corresponding to the entire working time which each s~eh 

person devotes to the special program; 

(ii) teaching supplies and textbooks if used 
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exclusively for special programs--the actual total cost; 

(iii) other expenses: 

{A) contracted services, including fees paid for 

professional advice and consultation regarding special 

students or the special program, and the delivery of special 

education services by public or private agencies--the actual 

total cost; 

(B) transportation costs for special education 

personnel who m~s~ travel on an itinerant basis from school 

to school or district to district or to in-state child study 

team meetings or in-state individualized education program 

meetings--the actual cost to the district calculated on the 

same mileage rate used by the district for other travel 

reimbursement purposes; 

(b) supportive services, including: 

(i) salaries and benefits of professional supportive 

personnel--the entire cost if employed full time in the 

special program; if s~eh the personnel are shared between 

special and regular programs--a portion of the entire cost 

corresponding to the entire working time which each s~eh 

person devotes to the special program. Professional 

supportive personnel may include counselors, social workers, 

psychologists, psychometrists, physicians, nurses, and 

physical and occupational therapists. 

(ii) salaries and benefits of clerical personnel £or 

-so- SB 26 



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 

who assist professional 

services--the entire cost if 

personnel 

employed full 

SB 0026/02 

in supportive 

time in the 

special program; if s~eh the personnel are shared between 

special and regular programs--a portion of the entire cost 

corresponding to the entire working time which each a~eh 

person devotes to the special program; 

(c) equipment: 

(i) equipment--the actual total cost; 

(ii) special equipment for district-owned school buses 

necessary to accommodate special students--the actual total 

cost; 

(iii) special equipment for school buses contracted to 

transport special students--that portion of the contract 

price attributable to the cost of special equipment or 

personnel required to accommodate special students--the 

actual special cost; 

(iv) repair and maintenance of equipment--the actual 

total cost; 

(d) room and board costs when the special pupil has to 

attend a program at such a distance from his home that 

commuting is undesirable as determined by the superintendent 

of public instruction. 

(2) The superintendent of public instruction shallT 

prior--to--September--%,--%9~~7--revise--the adopt rules in 

accordance with the policies of the board of public 
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supportive and 

administrative personnel and any personnel shared between 

special and regular programs; 

(b) defining the total special program caseload that 

shall ~ be assigned to specific support persons and the 

kinds of professional specialties to be considered relevant 

to the program before the district may count an allowable 

cost under subsection (l)(b) of this section; and 

(c) defining the kinds or types of equipment whose 

costs may be counted under subsection (l)(c)(i) of this 

section~ 

(3) An annual accounting of all expenditures of school 

district general fund mofteys money for special education 

ehall must be made by the district trustees on forms 

furnished by the superintendent of public instruction. The 

superintendent of public instruction shall make rules for 

s~eh the accounting. 

(4) If a board of trustees chooses to exceed the 

budget approved by the superintendent of public instruction, 

costs in excess of the approved budget may not be reimbursed 

under the maxim~m-bad9et-withoat-a-vote foundation program 

for special education. 

(5) Allowable costs prescribed in this section do not 

include the costs of the teachers• retirement system, the 
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public employees• retirement system, the federal social 

security system, or the costs for unemployment compensation 

insurance. 

(6) (a) Notwithstanding other provisions of the law, 

the superintendent of public instruction shall ~ not 

approve a maxtm~-badge~-withoat-a-vete foundation program 

amount for special education wh~eh that exceeds legislative 

appropriations; however, any unexpended balance from the 

first year of a biennial appropriation may be spent in the 

second year of the biennium in addition to the second year 

appropriation. 

(b) If the total allowable cost of the special 

education budgets exceeds legislative appropriations 

available for special education, each district shall receive 

a pro rata share of the available appropriations based 

prioritized budget items as established by 

upon 

the 

superintendent of public instruction. The amount of the 

approved budgets in excess of the available appropriations 

may not be reimbursed under the 

max±aum-bedge~-w±~heee-a-•eee foundation program for special 

education and is the responsibility of the school district." 

Section 22. Section 20-9-104, MCA, is amended to read: 

•20-9-104. General fund cash reserve. 1!1 At the end 

of each school fiscal year, the trustees of each district 

shall designate whee the portion of the general fund 
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end-of-the-year cash balance shall that is to be earmarked 

as cash reserve for the purpose of paying general fund 

warrants issued by the district from July l to November 30 

of the ensuing school fiscal year. ~he Except as provided in 

subsections (3) and (4), the amount of the general fund cash 

balance that is earmarked as cash reserve sftal% ~ not 

exceed 35' the following percentages of the final general 

fund budget for the ensuing school fiscal year aftd-shall~ 

(a) 35\ for a district that did not receive state 

equalization aid during the current school fiscal year; 

(b) 30\ for a district that received state 

equalization aid equal to 25\ or less of its foundation 

program schedule entitlement in the current school fiscal 

year; and 

(c) 20\ for a district that received state 

egualization aid e_qual to more than 25\ of its foundation 

program schedule entitlement in the current school fiscal 

year. 

(2) The amount held as cash reserve may not be used 

for property tax reduction in the manner permitted by 

20-9-14l(l){b) for other receipts. Any portion of the 

general fund end-of-the-year cash balance that is not 

earmarked for cash reserve purposes shall--be is cash 

reappropriated which-shall and must be used for property tax 

reduction as provided in 20-9-14l(l)(b)(iii). 
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(3) The limitation of subsection Cl! does not apply 

when the amount in excess of the limitation is equal to or 

less than: 

Ia) any amount received during the current school 

fiscal year under Public Law 81-874; 

(b) the unused balance of any amount received in 

settlement of tax payments protested prior to [the effective 

date of this section); or 

(c) any amount received as a general bonus payment 

under 20-6-401. 

(4) The limitation of subsection (1) does not apply if 

the amount earmarked a! cash reserve is $10,000 or less.• 

Section 23. Section 20-9-141, MCA, is amended to read: 

•20-9-141. Ca.putation of general fund net levy 

requira.ent by county superintendent. (l) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the tota%-of-the funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 

totaling: 

(i) the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; 
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t~~t-the--distrietLs-perm~ss~ve-ie•y-ameant-as-proyided 

~n-i8-9-~Si~ and 

tiiitl!!l any additional general fund budget amount 

adopted by the trustees of the district under the provisions 

of 20-9-353, including any additional levies authorized by 

the electors of the district. 

(b) Determine the tote%-ef-the-moneys money available 

for the reduction of the property tax on the district for 

the general fund by totaling: 

(i) anticipated federal moneys money received under 

the provisions of Title l of Public Law 81-874 or other 

anticipated federal mofteys money received in lieu of s~eh 

that federal act; 

(ii) anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

(iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 

(iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304; 

(v) anticipated or reappropriated revenue from Yehie~e 

property taxes and fees imposed under 23-2-517, 23-2-803, 

61-3-504(2), 61-3-521, and 61-3-537, and 67-3-204; 

(vi) anticipated net proceeds taxes for interim 

production and new production, as defined in 15-23-601; 
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(vii) anticipated interest to be earned or 

reappropriated interest earned by the investment of general 

fund cash in accordance with the provisions of 20-9-213(4): 

and 

lviii) anticipated revenue from corporation license 

taxes collected from financial institutions under the 

provisions of 15-31-702: and 

t•iiiti!!l any other revenue anticipated by the 

trustees to be received during the ensuing school fiscal 

year which may be used to finance the general fund. 

(c) Subtract the tota!-of-the-mofteys money available 

to reduce the property tax required to finance the general 

fund that has been determined in subsection (l)(b) from the 

total requirement determined in subsection (l)(a). 

(2) The net general fund levy requirement determined 

in subsection (l)(c) sha!! must be reported to the county 
' 

commissioners on the second Monday of August by the county 

superintendent as the general fund levy requirement for the 

district, and a levy sha!! must be made by the county 

commissioners in accordance with 20-9-142." 

Section 24. Section 20-9-201, MCA, is amended to read: 

"20-9-201. Definitions and application. (1) As used in 

this title, unless the context clearly indicates otherwise, 

•fund" means a separate detailed account of receipts and 

expenditures for a specific purpose as authorized by law~ 
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Funds are classified as follows: 

(a) A "budgeted fund" means any fund for which a 

budget must be adopted in order to expend efty money from 

s~eh the fund. The general fund, transportation fund, bus 

depreciation reserve fund, elementary tuition fund, 

retirement fund, debt service fund, leased facilities fund, 

building reserve fund, adult education fund, nonoperating 

fund, veea~ienal-~eeftnieal-center-£und7 and any other funds 

so designated by the legislature she~!--be are budgeted 

funds. 

(b) A "nonbudgeted fund 11 means any fund for which a 

budget is not required in order to expend any money an 

deposit in s~eh the fund. The school food services fund, 

miscellaneous federal programs fund, building fund, lease or 

rental agreement fund, traffic education fund, interlocal 

cooperative fund, and any other funds so designated by the 

legislature sha!!-be are nonbudgeted funds. 

(2) The school financial administration provisions of 

this title apply to all money of any elementary or high 

school district except the extracurricular money realized 

from pupil activities. Elementary and high school districts 

shall record the receipt and disbur.sement of all money in 

accordance with generally accepted accounting principles. 

The superintendent of public instruction has general 

supervisory authority as prescribed by law over the school 
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financial administration provisions, as they relate to 

elementary and high school districts7-as-preseribed--by--lav 

and. Be shall establish-s~eh adopt rules as-are necessary to 

secure compliance with the law.• 

Section 25. 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 which are entitled to 

a portion of s~eh the money according to the apportionments 

ordered by the county superintendent. A separate accounting 

shall must 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; and 

tdt--the-ee~nty-tax--in--s~pport--ef--the--high--seheol 

ebligattens--te--the--retirement--systems--of--the--state-ef 

Mefttana~ 

tet--any-additional--eoanty--tax--reqaired--by--law--te 

-59- SB 26 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

previde---£er---defteieney---£tnaneift9---of--tfte--e~emen~ary 

£eandaeien-pre9rama; 

tft--any-additional--eo~nty--tax--re~ired--by--law--ta 

pra¥ide---fer---defieieney--finaneing--ef--the--high--sehooi 

£e~nda~ien-pregrams;-and 

tgt~ any other county tax for schools, including the 

community colleges, which may be authorized by law and 

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 s~eh 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 in the final budget of each district and for each 

nonbudgeted fund established by each district1 

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

warrants properly drawn on the county or district school 
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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. 

(7) send all reyenues revenue received for a joint 

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

county treasurer designated as the custodian of such 

reven~es the revenue, no later than December 15 of each year 

and every 3 months thereafter until the end of the school 

fiscal year1 

(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--the--aum--ef-meney in all funds of the 

district to make payment of aueh the warrant. Redemption of 

registered warrants shai~ 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 such 
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the direction; 

(11) giye 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; anft 

(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 

(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)." 

Section 26. Section 20-9-213, MCA, is amended to read: 

"20-9-213. Duties of trustees. The trustees of each 

district shall have the sole power and authority to transact 

all fiscal business and execute all contracts in the name of 
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saen ~district. No person other than the trustees acting 

as a governing board sna~~-ne•e-tne-a~tnerity-to ~ expend 

moneys money of the district. In conducting the fiscal 

business of the district, the trustees shall: 

(l) cause the keeping of an accurate, detailed 

accounting of all receipts and expenditures of school MOneys 

money for each fund maintained by the district in accordance 

with generally accepted accounting principles and the rules 

prescribed by the superintendent of public instruction. The 

record of s~en the accounting snell must be open to public 

inspection at any meeting of the trustees. 

(2) authorize all expenditures of 

money and cause warrants to be issued for 

lawful obligations; 

district aoneys 

the payment of 

(3) ba•e--tne--aHtnority--to issue warrants on any 

budgeted fund in anticipation of budgeted revenues, except 

that sHen the expenditures sha~l ~ not exceed the amount 

budgeted for sHeh the fund; 

(4) invest any aoneys money of the district, whenever 

in the judgment of the trustees saeh the investment would be 

advantageous to the district, by directing the county 

treasurer to invest any money of the district in direct 

obligations of the United States government; in savings or 

time deposits in a state or national bank, building or loan 

association, savings and loan association, or credit union 
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insured by the FDIC, FSLIC, or NCUA located in the state; or 

in a repurchase agreement as authorized in 7-6-213. All 

interest collected on aaeh the deposits or investments sha~l 

~ be credited to the fund from which the money was 

withdrawn, except that interest earned on account of the 

investment of money realized from the sale of bonds snell 

must be credited to the debt service fund or the building 

fund, at the discretion of the board of trustees. The 

placement of the investment by the county treasurer •nell is 

not be subject to ratable distribution laws and sha%1 must 

be done in accordance with the directive from the board of 

trustees. A district may invest meneys money under the state 

unified investment program established in Title 17, chapter 

6. 

(5) cause the district to record every transaction in 

the appropriate account before the accounts are closed at 

the end of the fiscal year in order to properly report the 

receipt, use, and disposition of all money and property for 

which the district is accountable; 

t5t!§l report annually to the county superintendent, 

not later than August 1, the financial activities of each 

fund maintained by the district during the last completed 

school fiscal year, on the forms prescribed and furnished by 

the superintendent of public instruction. Annual fiscal 

reports for joint school districts shel% must be submitted 
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to the county superintendent of each county in which part of 

the joint district is situated. 

t6t11l whenever requested, report any other fiscal 

activities to the county superintendent, superintendent of 

public instruction, or board of public education; 

t~tl!l cause the accounting records of the district to 

be audited ann~ally biennially as required by %aw 2-7-503; 

and 

tBt121 perform, in the manner permitted by law, s~eh 

ather fiscal duties that are in the best interests of the 

district." 

Section 27. Section 20-9-301, MCA, is amended to read: 

"20-9-301. Purpose and---def~nition of foundation 

prograa and definition of general fund budget. (1) A uniform 

system of free public schools sufficient for the education 

of and open to all school age children of the state sha%% 

must be established and maintained throughout the state of 

Montana. The state shall aid in the support of its several 

school districts on the basis of their financial need as 

measured by the foundation program and in the manner 

established in this title. 

(2) The principal budgetary vehicle for achieving the 

minimum financing as established by the foundation program 

sha%%-be is the general fund budget of the district. The 

purpose of the general fund sha%%-be budget is to finance 

-65- SB 26 

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 

SB 0026/02 

those general maintenance and operational costs of a 

district not financed by other funds established for special 

purposes in this title. 

(3) The amount of the general fund budget for each 

school fiscal year sha%% ~ not exceed the financing 

limitations established by this title but shall-be-ne may 

not be less than the amount established by law as the 

foundation program. The general fund budget shall must be 

financed by the foundation program revenues and may be 

supplemented by the-perBissiye-levy-and ~ additional voted 

ievies-tn-~he-maftner levy and other revenue, as provided by 

law 20-9-353." 

Section 28. Section 20-9-303, MCA, is amended to read: 

"20-9-303. oefinition of foundation prograa and-its 

proportion-of-the--ma~im~m-general-f~nd-w%tho~t-a-veted-%eyy 

sehed~le--aBO~nt -- nonisolated school foundation program 

financing -- special education funds. (1) As used in this 

title, the term "foundation program" sfta%!-mean means the 

minimum eperatinq expenditures7-as-established-herein7 that 

are sufficient to provide for the educational program of a 

school. The foundation program relates only to those 

expenditures authorized by a district·• s general fund budget 

and shall ~ not include expenditures from any other fund. 

It shall-be is financed by: 

(a) county equalization meneys money, as provided in 
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20-9-331 and 20-9-333; and 

(b) state equalization aid, as provided in 20-9-343; 

(C) appropriations for special education; and 

(d) a district levy as provided in subsection (3) for 

support of a school not approved as an isolated school under 

the provisions of 20-9-302. 

(2) ~he-de%%ar-ame~nt-ef-the-fe~ndatien-pregram--aha%% 

be-----------------88,-----------------ef----------------the 

ma•im~m-9enera%-f~nd-b~d9et-withe~t-a-¥eted-%e¥y--%imitatien 

as--set-ferth-in-the-sehed~%es-in-i8-9-3l6-thre~9h-i8-9-3i%T 

The foundation program ef-an includes: 

(a) amounts in support of general education programs 

as provided in the schedules in 20-9-316 through 20-9-320; 

and 

(b) payments in support of special education programs 

under 20-9-321. 

(3) An elementary school having an ANB of nine or 

fewer pupils for 2 consecutive years which is not approved 

as an isolated school under the provisions of 20-9-302 aha%% 

be--ee•-eE may budget and spend the schedule amount, but the 

county and state shall participate in financing one-half of 

the foundation program, and the district shall finance the 

remaining one-half by a tax levied on the property of the 

district. Nhen a school of nine or fewer pupils is approved 

as isolated under the provisions of 20-9-302, the county and 
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state shall participate in the financing of the total amount 

of the foundation program. 

t3t1!l Funds provided to support the special education 

accounting budget may be expended only for special education 

purposes as approved by the superintendent of public 

instruction in accordance with the special education 

budgeting provisions of this title. Expenditures for special 

education aha%% must be accounted for separately from the 

balance of the school district general fund. Transfers 

between items within the special education budget for 

accounting purposes may be made at the discretion of the 

board of trustees in accordance with the financial 

administration part of this title. The unexpended balance of 

the special education accounting budget sha%%-earry carries 

over to the next year to reduce the amount of funding 

required to finance the district's ensuing year's 

maKim~m-b~dge~-wi~he~~-a-vote foundation pcogram amount for 

special education." 

Section 29. Section 20-9-311, MCA, is amended to read: 

"20-9-311. calculation of average number belonging 

(ANB). (1) Average number belonging must be computed by 

determining the total of the aggregate days of attendance by 

regularly enrolled, full-time pupils during the second 

semester of the preceding school fiscal year and the first 

semester of the current school fiscal year plus the 
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aggregate days of absence by regularly enrolled, full-time 

pupils during the second semester of the preceding school 

fiscal year and the first semester of the current school 

fiscal year and by dividing the total by 180. However, when 

a school district has approval to operate less than 180 

school days under 20-9-804, the total must be calculated in 

accordance with the provisions of 20-9-805. For the purpose 

of calculating ANB under this section, the days of 

attendance for a regularly enrolled pupil may not exceed 180 

pupil-instruction days and 7 pupil-instruction-related days. 

Attendance for a part of a morning session or a part of an 

afternoon session by a pupil must be counted as attendance 

for one-half day. In calculating the ANB for pupils enrolled 

in a program established under i&-7-ii7-pr~or-to-aan~ary--i7 

19747--or--p~rs~ant-to 20-7-117(1), attendance at or absence 

from a regular session of the program for at least 2 hours 

of either a morning or an afternoon session will be counted 

as one-half day attended or absent as the case may be. If a 

variance has been granted as provided in 20-l-302, ANB will 

be computed in a manner prescribed by the superintendent of 

public instruction, but in no case may the ANB exceed 

one-half for each kindergarten pupil. When any pupil has 

been absent, with or without excuse, for more than 10 

consecutive school days, including pupil-instruction-related 

days, his absence after the lOth day of absence may not be 
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included in the aggregate days of absence and his enrollment 

in the school may not be considered in the calculation of 

the average number belonging until he resumes attendance at 

school~ 

(2) If a student spends less than half his time in the 

regular program and the balance of his time in school in the 

special education program, he is considered a full-time 

special pupil but is not considered regularly enrolled for 

ANB purposes. If a student spends half or more of his time 

in school in the regular program and the balance of his time 

in the special education program, he is considered regularly 

enrolled for ANB purposes. 

(3) The average number belonging of the regularly 

enrolled, full-time pupils for the public schools of a 

district must be based on the aggregate of all the regularly 

enrolled, full-time pupils attending the schools of the 

district, except that when: 

(a) a school of the district is located more than 3 

miles beyond the incorporated limits of a city or town or 

from another school of the district, all of the regularly 

enrolled, full-time pupils of the school must be calculated 

individually for ANB purposes; 

(b) a junior high school has been approved and 

accredited as a junior high school, all of the regularly 

enrolled, full-time pupils of the junior high school must be 
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considered as high school district pupils for ANB purposes; 

(c) a middle school has been approved and accredited, 

all pupils below the 7th grade must be considered elementary 

school pupils for ANB purposes and the 7th and 8th grade 

pupils must be considered high school pupils for ANB 

purposes; or 

(d) a school has not been accredited by the board of 

public education, the regularly enrolled, full-time pupils 

attending the nonaccredited school are not eligible for 

average number belonging calculation purposes, nor will an 

average number belonging for the nonaccredited school be 

used in determining the foundation program for the district. 

(4) When 11th or 12th grade students are regularly 

enrolled on a part-time basis, high schools may calculate 

the ANB to include an •equivalent ANB• for those students. 

The method for calculating an equivalent ANB must be 

determined in a manner prescribed by the superintendent of 

public instruction." 

Section 30. Section 20-9-312, MCA, is amended to read: 

"20-9-312. Maxi•~•---~enerai--f~na--b~aget Foundation 

program schedule far grades seven and eight. The ANB 

calculated for grades 7 and 8 shaii must be funded at the 

high school rateL provided that the school meets the 

standards for accreditation of a middle school. When a~eh 

the pupils are actually enrolled in an elementary school, 
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the foundation program schedule amount a£-~fte-!enerai-f~nd 

hadget per ANB is determined from the high school schedule 

using the total ANB of the elementary school. To determine 

the total ANB of saeh-an the elementary school, the 7th and 

8th grade pupils shall must be included in s~eh the total." 

Section 31. Section 20-9-315, MCA, is amended to read: 

"20-9-315. Maximum general fund budget and exceptions. 

!ll The total amount of the general fund budget of any 

district shaii ~ not be greater than the generai-fana 

eaa~et--amoant--speei£iea--in--i9-9-3%6---thro~gh---i9-9-3il 

district 1 s foundation program as provided in 20-9-303, 

except when a district has adopted an emergency general fund 

budget under the provisions of 20-9-165 or when a district 

satisfies the requirements of 20-9-353. 

!2! Notwithstanding the provisions of subsection (1), 

a district's maximum gene~al fund budget may not exceed 121\ 

of the foundation program amount for that district, except: 

(a) when Public Law 81-874 funds are the source of 

funding for the excess amount, until the state receives 

approval of an application to equalize the funds under 20 

u.s.c. 240(d); 

(b) when a district had combined expenditures in 

school fiscal year 1988 from its general fund and 

comprehensive insurance fund in an amount greater than the 

maximum general fund budget allowed by this section, in 
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which case the maximum general fund budget of the district 

is limited to: 

(i) its school fiscal year 1988 combined expenditure 

amount until that amount does not exceed 121\ of the 

district's foundation program amount; or 

(ii) the average of its school fiscal year 1988 and 

1989 combined expenditure amounts until that average amount 

does not exceed 121\ of the district's foundation program 

amount.'' 

Section 32. Section 20-9-318. MCA, is amended to read: 

"20-9-318. Elementary school ma~im~m-b~dget foundation 

program schedule for ~98~-88 school fiscal year 1991 and 

succeeding years. For %987-88 the school fiscal year ending 

June 30, 1991, and succeeding school years, the elementary 

school max~m~--b~dge~ foundation program schedule is as 

follows: 

(1) For each elementary school having an ANB of nine 

or fewer pupils, the maximum sha%%-be-$287%58 is $29,399 if 

said the school is approved as an isolated school. 

(2) For schools with an ANB of 10 pupils but less than 

18 pupils. the maximum sha%%--be--$28T%58 is $29,399 plus 

$842T58 $1,228.74 per pupil on the basis of the average 

number belonging over nine. 

(3) For schools with an ANB of at least 14 pupils but 

less than 18 pupils that qualify for instructional aide 
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funding under 20-9-322, the maximum sha%%--be--$337842 is 

$48,190 plus $84~~58 $1,228.74 per pupil on the basis of the 

average number belonging over 14. 

(4) For schools with an ANB of 18 pupils and employing 

one teacher, the maximum s~n%i-be-$i~714i is $40,459 plus 

$84i•58 $1,228.74 per pupil on the basis of the average 

number belonging over 18, not to exceed an ANB of 25. 

(5) For schools with an ANB of 18 pupils and employing 

two full-time teachers, the maximum ehall-be-$44,i98 is 

$64,595 plus $5i1.68 $769.48 per pupil on the basis of the 

average number belonging aver 18, not to exceed an ANB of 

50. 

(6) For schools having an ANB in excess of 40, the 

maximum~ on the basis of the total pupils (ANB) in the 

district fer-eiemefttary-p~pi%s-wi%%-be, is as follows: 

(a) For a school having an ANB of more than 40 and 

employing a minimum of three teachers. the maximum of $%795~ 

a~n%1--be $2,854.18 is decreased at the rate of $%T98 ~ 

for each additional pupil until the total number (ANB) s~a%1 

haTe-rene~ed reaches a total of 100 pupils. 

(b) For a school having an ANB of more than 100 

pupils, the maximum of $17843--sha%%--be $2,687.92 is 

decreased at the rate of $i•T4 $2.54 for each additional 

pupil until the ANB shai%-~ave-reaehed reaches 300 pupils. 

(c) For a school having an ANB of more than 300 
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pupils, the maximum shall ~ not exceed $ly496 $2,181,84 

for each pupil. 

(7) The maximum per pupil for all pupils (ANB) and for 

all elementary schools shall must be computed on the basis 

of the amount allowed h~re~n in this section on account of 

the last eligible pupil (ANB). All elementary schools 

operated within the incorporated limits of a city or town 

shall must be treated as one school for the purpose of this 

schedule." 

Section 33. Section 20-9-319, MCA, is amended to read: 

•20-9-319~ Bigb school maximam--badge~ foundation 

program schedule for 198~-88 school fiscal year 1991 and 

succeeding years. For ~98~-88 the school fiscal year ending 

June 30, 1991, and succeeding school years, the high school 

max+m~m-budget foundation program schedule is as follows: 

(1) For each high school having an ANB of 24 or fewer 

pupils, the maximum shall-be-$ll4y845 is $178,762. 

(2) For a secondary high school having an ANB of more 

than 24 pupils, the maximum $4y~85-shaii-be of $7,448.11 is 

decreased at the rate of $Z6~18 $40.63 for each additional 

pupil until the ANB shail-hswe-reaehed reaches a total of 40 

saeh pupils. 

(3) For a school having an ANB of more than 40 pupils, 

the maximum of 84T~68-shali-be $6,799.03 is decreased at the 

rate of $26~18 $40.63 for each additional pupil until the 

-75- SB 26 

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 

SB 0026/02 

ANB shaii-haye-reaehed reaches 100 pupils. 

(4) For a school having an ANB of more than 100 

pupils, a the maximum of $iy88i--shaii--be $4,361.47 is 

decreased at the rate of $4~~~ $6.80 for each additional 

pupil until the ANB shair-ha•e-reaehed reaches 200 pupils. 

(5) For a school having an ANB of more than 200 

pupils, the maximum of $iy365--shaii--be $3,681.25 is 

decreased by $i•4B ~ for each additional pupil until the 

ANB shaii-ha•e-reaehed reaches 300 pupils. 

(6) For a school having an ANB of more than 300 

pupils, the maximum of $i7li5--shail--be $3,307.68 is 

decreased at the rate of 44 68 cents for each additional 

~ until the ANB shair-ha•e-reaehed reaches 600 pupils. 

(7) For a school having an ANB ower of more than 600 

pupils, the maximum shall ~not exceed $1799~ $3,102.21 

per pupil. 

(8) The maximum per pupil for all pupils (ANB) and for 

all high schools shall must be computed on the basis of the 

amount allowed he~ein in this section on account of the last 

eligible pupil (ANB). All high schools and junior high 

schools which have been approved and accredited as junior 

high schools, operated within the incorporated limits of a 

city or town, aha±± must be treated as one school for the 

purpose of this schedule." 

Section 34. Section 20-9-320, MCA, is amended to read: 
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"20-9-320. Maxim~m---qeneral--fand--b~dqet Foundation 

program schedule amount for junior high school. (l) The 

qenera%--fand--b~dqet foundation program schedule amount for 

an approved and accredited junior high school shall must be 

prorated between the elementary district qeneral-fand-badqet 

foundation program schedule amount and the high school 

district qenera%-fand--badget foundation program schedule 

amount in the following manner: 

{a) determine the per-ANB schedule amount for the 

school, as defined by 20-9-317 and 20-9-319, from the high 

school schedule; 

(b) calculate the ANB for the regularly enrolled 

full-time pupils enrolled in the 7th and 8th grades of the 

junior high school; 

(c) multiply the per-ANB schedule amount determined in 

subsection (l)(a) by the ANB calculated in subsection (l)(b) 

to determine the authorized genera%-fand-badget amount whieh 

shall--be available for the elementary district general-f~nd 

b~dget foundation program; and 

(d) subtract the amount determined in subsection 

(l)(c) from the total authorized qenerai-fand-b~dget a~ount 

for the school to determine the authorized qeneral--fand 

b~dget amount which-shall-be available for the high school 

district qeneral-fand-badget foundation program. 

(2) The general-fand-badget amount determined for each 

-77- SB 26 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

school of a district under the schedules provided in 

20-9-316 through 20-9-319 shall must be totaled to determine 

the maxia~m-gene~el-!~ft8-D~dget-wiefto~t-a-voted-%e~y 

foundation program schedule amount for s~eh the district~" 

Section 35. section 20-9-321, MCA, is amended to read: 

•20-9-321. Maxim~m---geftePa%--f~nd--b~dget Foundation 

program and contingency funds for special education. (l) For 

the purpose of establishing the 

maxim~m-D~dget-withoat-a-yote foundation program amount for 

a current year special education program for a school 

district, the superintendent of public instruction wi%1 

shall determine the total estimated cost of the special 

education program for the school district on the basis of a 

special education program budget submitted by the district. 

The budget w~!! must be prepared on forms provided by the 

superintendent of public instruction and viii must set out 

for each program: 

(a) the estimated allowable coats associated with 

operating the program where allowable costs are as defined 

in 20-7-431; 

(b) the number of pupils expected to be enrolled in 

the program: and 

(c) any other data required by the superintendent of 

public instruction for budget justification purposes and to 

administer the provisions of 20-9-315 through 20-9-321. 
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(2) The total amount of allowable costs approved by 

the superintendent of public instruction sha~~-be is the 

special education &a•i•~-badget-witheat-a-¥ete foundation 

program amount for current year special education program 

purposes. The total amount of allowable costs that are 

approved for the special education budget she~~ ~ not, 

under any condition, be less than the 

ma•iaaa-badget-witheat-a-¥ete foundation program amount for 

one regular ANB for each speeiai full-time special pupil in 

the school district. 

(3) If a special education program is implemented or 

expanded during a given school term too late to be included 

in the determination of the district 

aa•imam-badget-witheat-e-¥ete foundation program for the 

school year as p~escribed in this part, allowable costs 

approved under the budgeting provisions of subsections (1) 

and (2) for the operation of the program during the given 

year must be funded from any legislative appropriation for 

contingency financing for special education. Contingency 

funds granted under this subsection must be deposited in· a 
separate account of the miscellaneous programs fund of the 

district as provided in 20-9-507. However, if contingency 

funds are not available, then subject to the approval of the 

program by the superintendent under the emergency budget 

provisions of 20-9-161(5), allowable costs for the given 
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year may be added to the maxiaam-badget-witheat-a-Yete 

foundation program amount for special education for the 

subsequent school year. Saeh The allowable costs must be 

recorded as previous year special education expenses in the 

school district budget for the subsequent school year. 
• 

(4) The sum of the previous year special education 

expenses as defined in subsection (3) ebe¥e and the 

mazimum-budge~-witfte~~-a~vo~e foundation program amount for 

current year special education as defined in subsections (1) 

and (2) shaii--be is the special education budget for 

accounting purposes. 

(5) The maxim~m-b~d~et-withe~t-a-vote foundation 

program amount for special education will must be added to 

the mazimam-b~dget-withe~t-a-Yete foundation program amount 

of the regular program ANB defined in 20-9-311 and 20-9-313 

to obtain the total ma•imam-b~dget-witheat-a-Yete foundation 

program amount for the district." 

Section 36. Section 20-9-322, MCA, is amended to read: 

"20-9-322. Elementary instructional aide funding 

qualification. (1) An elementary school that anticipates an 

ANB of at least 14 but less than 18 pupils for the ensuing 

school fiscal year may determine the maximam--genere%--fand 

bad9et foundation program amount under the provisions of 

20-9-316(3) or 20-9-318(3) if eligibility is approved in 

accordance with the following provisions: 
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(a) No later than May 10 of each year, the school 

district shall submit its application for approval for 

instructional aide funding to the superintendent of public 

instruction. The application must include• 

(i) the ANB for the preceding ANB calculation period1 

(ii) the current ANB and the number of grade levels 

being taught on May l of the current year1 

(iii) an estimate of the ANB and the number of grade 

levels anticipated for the ensuing ANB calculation period! 

(iv) the factual information on which the estimate is 

based; and 

(v) any other information or data that may be required 

by the superintendent of public instruction. 

(b) The superintendent of public instruction shall 

immediately review all of the factors of the application and 

shall approve the application if the anticipated ANB is at 

least 14 but less than 18 pupils and a minimum of five grade 

levels are being taught as of May 1 of the current year or 

documentation is provided that indicates that the 

anticipated AHB will require a minimum of five grade levels 

to be taught in the ensuing school year. 

(2) Whenever a school district applies for and is 

approved for instructional aide funding under the provisions 

of subsection (1), the district shall hire an instructional 

aide. 
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(3) For the purposes of this section, the term 

•instructional aide• means: 

(a) a person who is under the direct supervision of a 

teacher; or 

(b) a certified teacher.• 

Section 37. Section 20-9-331, MCA, is amended to read• 

"20-9-lll. Basic county taz and other revenues for 

county equalization of the eleaentary district foundation 

program. (1) ft--shaif--be--the--d~ty--e!--the The county 

commissioners of each county ~e shall levy an annual basic 

tax of ~B 34 mills on the deffars dollar of the taxable 

value of all taxable property within the county, except for 

vehiefes-s~bjeet--te--taxatien--~nder--6t-3-584t~t 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 te--be collected from this levy shaft 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 ~eYeftbes revenue identified in subsection (2) 

belew--shaff must be subtracted from the sum of the county 
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elementary transportation obligation and 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 finance the 

difference determined ebeYe in subsection (l)(a), 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. 

(c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue from subsection 

(2) is insufficient to fully fund the percentage determined 

in 20-9-347(l)(b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-J47(l)(c), the county superintendent shall notify 

the superintendent of public instruction of the deficiency. 

~he superintendent of public instruction shall increase the 

state equalization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 

be made under this subsection (c) that allows a district to 

receive foundation program funding in excess of the 

foundation program amount of the district. 
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realized fro. the county's 

by this section and the 

reYenaes revenue from the following sources aha%% 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 shaii must be kept of saeh 

preeeeds-and-revenaes 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 ;.ct funds 

distributed to a county and designated for expenditure for 

the benefit of the county common schools under the 

provisions of 17-J-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 remaining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

aeeo~nt accounts for the various sources of revenue 

established or referred to in this section, 

(e) any federal or 

county as payment in 

state 

lieu 

-84-

money 

of the 

distributed to the 
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eatabi~shed-by-the-ee~nty--ievy--req~~red--by--thia--aeetien 

including federal forest reserve funds allocated under the 

provisions of 17-3-213; 

(f) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; and 

(g) anticipated revenue from vehieie property taxes 

and fees imposed under 23-2-517, 23-2-803, 61-3-504(2)~ 

61-3-521, and 61-3-537, and 67-3-204." 

Section 38. 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 

prograa. (1) ft--ahaii--be--the--d~ty--ef--the The county 

commissioners of each county to shall levy an annual basic 

special tax for high schools of i~ 21 mills on the dollar of 

the taxable value of all taxable property within the county, 

except for vehieles--a~b;eet-to-taxatien-~nder-6l-3-594tit 

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 te--be collected from this levy shali 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 
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by this levy which is retained by the county, the sum of the 

estimated reven~ea revenue identified in aabseetions-tittat 

and-tittbt-belew-shali subsection (2) must be subtracted 

fAom 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 finance the 

difference determined above in subsection (l)(a), the county 

treasurer shall remit the surplus 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. 

(c) If revenue from the basic levy prescribed by this 

section when combined with the other revenue froa subsection 

(2) is insufficient to fully fund the percentage determined 

in 20-9-347(l)(b) and the county is eligible for an 

apportionment of state equalization aid under the provisions 

of 20-9-347\l)(c), the county superintendent shall notify 

the superintendent of public instructi.on of the deficiency. 

The superintendent of public instruction shall increase the 

state equalization aid payments to the districts in the 

affected county to offset the deficiency. A payment may not 
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be made under this subsection (c) that allows a district to 

receive foundation program funding in excess of the 

foundation program amount of the district. 

(2) The proeeeds revenue realized from the county's 

portion of the levy prescribed in this section and the 

re•en~es revenue from the following sources sha!i ~ 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 she!! must be kept of these 

proeeeds 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 soJrces of revenue established in 

this section; 

(b) any federal or state maneys money distributed to 

the county as a payment in lieu of the property taxationL 

estab!ished--by--the--ee~nty--re•y--reqaired-by-thia-seetion 

including federal forest reserve funds allocated under the 

provisions of 17-3-213: 

(c) net proceeds taxes for interim production and new 

production, as defined in 15-23-601; and 

(d) anticipated revenue from •ehie!e property taxes 

and fees imposed under 23-2-517, 23-2-803, 61-3-504(2)L 

61-3-521, and 61-3-537, and 67-3-204." 
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Section 39. Section 20-9-343, MCA, is amended to read: 

"20-9-343. Definition of and revenue for state 

equalization aid. (1) As used in this title, the term •state 

equalization aid" means ~hose-meneya the money deposited in 

the state special revenue fund as required in this section 

plus any legislative appropriation of money from other 

sources for distribution to the public schools for the 

purpose purposes of equalization of the foundation program 

and retirement fund expenditures of the public school 

districts. 

(2) ~he----!egis!a~ive----~p~ropriation----ror---sta~e 

eqaaiiza~ion-aid-shall-be-made--~n--a--single--sam--for--~fte 

bienniam7 The superintendent of public instruction has 

aathority-te ~ spend a~eh-appropriatien7-~ogether-vith-the 

earmarked--reven~es--proyided--in--s~baeetion---t3t7 funds 

appropriated for state equalization aid •s required for 

equalization of the foundation program parpeses and 

retirement fund expenditures throughout the biennium. 

(3) The following aha!! must be paid into the state 

special revenue fund for state equalization aid to public 

schools of the state: 

(a) 3!T8,-er-a!! money received from the collection of 

income taxes under chapter 30 of Title 15, as provided by 

15-1-501; 

(b) i5t-ef-a!!-money, except as provided in 15-31-702, 
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money received from the collection of corporation license 

and income taxes under chapter 31 of Title 15, as provided 

by 15-1-501; 

(c) %98,-of-the money allocated to state equalization 

from the collection of the severance tax on coal; 

(d) %8&•--ef--~he money received from the treasurer of 

the United States as the state's shares of oil, gas, and 

other mineral royalties under the federal Mineral Lands 

Leasing Act~ as amended; 

(e) interest and income money described in 20-9-341 

and 20-9-342; 

(f) income from the education trust fund account; end 

(g) money received from the state equalization aid 

levy under [section 49}; 

(h) income from the lottery, as provided in 23-5-1027; 

tgtl!l in--sdditisn--ts--~hese--re•enaes7 the surplus 

revenues collected by the counties for foundation program 

support according to 20-9-331 and 20-9-333T; and 

(j) investment income earned by investing money in the 

state equalization aid account in the state special revenue 

fund. 

(4) The superintendent of public instruction shall 

request the board of investments to invest the money in the 

state equalization aid account to maximize investment 

earnings to the account. 
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t4tiil Any surplus revenue in the state equalization 

aid account in the second year of a biennium may be used to 

reduce ~he !!!!¥. appropriation required for the next 

succeeding biennium.• 

Section 40. 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 for 

state equalization aid she%% 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 fo[ debt service and for the 

payment of any end--s%% costs and expense incurred in 

connection with any adult education program, recreation 

program, school food services program, new buildings7-new 

~ grounds, and transportation. 

(2) The board of public education shall administer and 

distribute the state equalization aid 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 veald-aost-effee~iYeiy-meet-~he 

!iftaneia%--needa---e~---dis~riets provides for monthly 

distribution to each district of its foundation program 
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.!!!2!m!J 

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

county superintendents, budget boards, county treasurers, 

and trustees as it aay-~eea considers necessary; and 

(c) order the superintendent of public instruction to 

distribute the state equalization aid on the basis of each 

district's annual entitlement to sueh the aid as established 

by the superintendent of public instruction. In ordering the 

distribution of state equalization aid, the board of public 

education shell ~ not increase or decrease the state 

equalization aid distribution to any district on account of 

any difference whleh that may occur during the school fiscal 

year between budgeted and actual receipts from any other 

source of school revenue. 

(3) The board of Jublic 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 
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contested case hearing before the board of public education, 

as provided under the Montana Administrative Procedure Act. 

t3tlil Sheuld If a district reeelve receives more 

state equalization aid than it is entitlad to, the county 

treasurer must 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. 

t4tl6l (a) The first payment of state equalization aid 

must be~ 

tat based on an estimate of 20' of each district's 

entitlement; and 

tbt distributed by July 15 of the school fisc~l year. 

(b) Each subsequent monthly payment must be at least 

7' of the district's amount.• 

Section 41. Section 20-9-346, MCA, is amended to read: 

"20-g-346. Duties of the superiQtendent 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 each district's annual entitlement to 

state equalization aid in support of its retirement fund and 

foundation program, based on the data reported in the budgee 

retirement and general fund budgets for each district that 

has have been duly adopted for the current school fiscal 

year and verified by the superintendent of public 
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instruction and by applying saeh 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 

annaai entitlement of all districts to state equalization 

aid to enable the board of public education to order the 

distribution of state equalization aid; 

(3) distributing by state warrant or electronic 

transfer the state equalization aid, for each district 

entitled to saeh the aid, to the county treasurer of the 

county where the district is located, in accordance with the 

distribution ordered by the board of public education; 

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

complete data concerning meneys money available for state 

equalization aid and the entitlements for state equalization 

aid of the several districts of the state: 

(5) reporting to the board of public education the 

estimated amount which that will be available for state 

equalization aid: and 

(6) reporting to both branches houses of the state 

le9islature 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 
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available; 

(c) the apportionment made of each the available 

moneys money but not yet distributed; and 

(d) the latest estimate of accruals of moneys money 

available for state equalization aid." 

Section 42. Section 20-9-347, MCA, is amended to read: 

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

apportionaent in support of foundation program and 

retirement. (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 the total funds 

available to all counties in the state 

foundation program (including the 

available for state equalization aid 

in support of the 

state moneys money 

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 s~ch the county (excluding state moneys money 

available for state equalization aid in support of the 

foundation program) is of the total amount of the foundation 
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programs of all districts of s~eh the county. 

(c) Counties in which the percentage determined in 

subsection (l)(b) e~ceeds the percentage determined in 

subsection (l)(a) shal%--ftet--be are not entitled to an 

apportionment of 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 

moneys money available to all remaining counties in support 

of the foundation program (including the state mefteys money 

available for state equalization aid in support of the 

foundation program) is of the total amount of the foundation 

programs of all s~eh remaining counties. 

(e) Each district of each remaining county shall-be is 

entitled to an apportionment of the state equalization aid 

whieh-shal%-be in support of the foundation program equal to 

the difference between the percentage determined in 

subsection (l)(d) and the percentage determined for saeh the 

county in subsection (l)(b) multiplied by the foundation 

program amount for aaeh the district. 

(2) The superintendent of public instruction shall 

also apportion state equalization aid to each district in 

support of the district•s retirement fund expenditures, 

except as provided in 20-9-501(3), in the following manner 

and in accordance with rules that must be adopted by the 
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superintendent of public instruction: 

(a) For school fiscal year 1992, each county that 

would be required to levy, in support of the retirement fund 

budgets of the elementary and high school districts in the 

county, more than the average number of mills levied per 

county in taxable year 1989 for elementary or high school 

district retirement fund budgets, respectively, shall 

receive equalization aid equal to the amount required to be 

raised in excess of the amount raised in that county by the 

average levy per county. 

(b) For school fiscal year 1993, each county shall 

receive retirement equali2ation aid equal to 50\ of the 

amount required by the elementary districts and high school 

districts in the county. 

(c) For school fiscal years 1994 and succeeding years, 

each district shall receive retirement equalization aid 

equal to the full amount required by the elementary 

districts and high school districts in the county. 

titlll The superintendent of public instruction shall 

supply the county treasurer and the county superintendent 

with a report of the apportionments of state equalization 

aid to the sewers%-distriets county and each district of the 

county, and the state equalization aid aha%% ~ be 

apportioned to saeh the county and the districts in 

accordance with etteh the report." 
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Section 43. Section 20-9-351, MCA, is amended to read: 

•20-9-351. Funding of deficiency in state equalization 

If the re~ndatien--pregram--%eye%--made--~nder--the 

preyistens-er-i8-9-~48-is-%ess-than-l98tT-it--shal%--be--the 

d~~y--ef money available for state equalization aid is not 

sufficient to provide th~ foundation_ program schedule 

support determined in 20-9-348 and the retirement fund 

support required under 20-9-347, the superintendent of 

public instruction te shall request the budget director to 

submit a request for a supplemental appropriation in the 

second year of the biennium that we~%d-be is sufficient to 

complete the funding of retirement and the foundation 

programs of the elementary or secondary schools, or both, 

for the current biennium.• 

Section 44. Section 20-9-353, MCA, is amended to read: 

•20-9-353, Additional levy for general fund 

election for authorization to iapose. (1) ~e Except as 

limited by 20-9-315(2), the trustees of any district may 

propose to adopt a general fund budget in excess of the 

9enera1-r~nd-bad9et-ame~nt foundation program for s~eh the 

district as-established-by-the-aehed~%es-in-i8-9-~i6-thre~9h 

i&-9-~ii for any of the following purposes: 

(a) building, altering, repairing, or enlarging any 

schoolhouse of the district; 

(b) furnishing additional school facilities for the 
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district; 

(c) acquisition of land for the district; 

(d) proper maintenance and operation of the school 

programs of the district. 

(2) When the trustees of any district determine that 

an additional amount of financing is required for the 

general fund budget that is in excess of the statutory 

schedule amount, the trustees shall submit the proposition 

of an additional levy to raise such the excess amount of 

general fund financing to the electors who are qualified 

under 20-20-301 to vote upon s~eh the propositionL except 

that ne ~ election sha%i-be is not required to permit the 

school trustees to use any funds available to finance the 

additional amount other than those funds to be raised by the 

additional levy. s~eh The special election shell ~ be 

called and conducted in the manner prescribed by this title 

for school elections. The ballot for a~eh the election sheil 

~ state only the amount of money to be raised by 

additional property taxation, the approximate number of 

mills required to raise saeh the money, and the purpose for 

which s~eh the money will be expended7~ and--it--shall The 

ballot must be in the following format: 

PROPOSITION 

Shall a levy be made in addition to the levies 

authorized by law in s~eh the number of mills as may be 
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na~easary to raise the sum of (state the amount to be raised 

by additional tax levy), and being approximately (give 

number) mills, for the purpose of (insert the purpose for 

which the additional tax levy is made)? 

FOR the levy. 

AGAINST the levy. 

(3) If the election on any additional levy for the 

general fund is approved by a majority vote of these the 

electors voting at e~eh the election, the proposition she%% 

earry carries and the trustees may use any portion or all of 

the authorized amount in adopting the preliminary general 

fund budget. The trustees shall certify the additional levy 

amount authorized by sueh-a the special election on the 

budget form that is submitted to the county superintendent, 

and the county commissioners shall levy such the authorized 

number of mills on the taxi!ble value of all taxable property 

within the district, as prescribed in 20-9-141, as-ere 

required to raise the amount of sueh the additional levy. 

(4) Authorization to levy an additional tax under the 

provisions of this section sha%%-be is effective for only l 

schocl fiscal year and she%% must be authorized by a special 

election conducted before August 1 of the schocl fiscal year 

for which it is effective.• 

Section 45. Section 20-9-501, MCA, is amended to read: 

"20-9-501. Retirement fund. (1) The trustees of any 
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district 

teachers' 

employing 

retirement 

personnel 

system or 

who are members of the 

the public employees' 

retirement system or who are covered by unemployment 

insurance or who are covered by any tederal social security 

system requiring employer contributions shall establish a 

retirement fund for the purpcses of budgeting and paying the 

employer's contributions to such 

contribution for each employee 

teachers' retirement system shaii 

systems. The district's 

whO is a member of the 

must be calculated in 

accordance with Title 19, chapter 4, part 6. The district's 

contribution for each employee who is a member of the public 

employees' retirement system shaii must be calcul;.ted in 

accordance with 19-3-801. ,~he-distrtet-may-levy-a-spee~ni 

tax--to--poy--tts--eootr~bation--to--the--pabiie--empioyeesL 

re~iremen~---8ystem---ander--the--eenditiens--preseribed--in 

19-3-~&+T The district's contributions for each employee 

covered by any federal social security system shell must be 

paid in accordance with federal law and regulation. The 

district's contribution for each employee who is covered by 

unemployment insurance shall must be paid in accordance with 

Title 39, chapter 51, part 11. 

(2) The trustees of any district required to make a 

contribution to any saeh system referred to in subsection 

1!l shall include in the retirement fund of the preliminary 

budget the estimated amount of the employer's contribution 
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;oia~-eieses~ary-dta~r!et-or-a-;oiet--high--seheei--diatriet 

ahaii--be--prora~ed--~o--eaeh-eeaety-te-whteh-a-pert-ef-aaeh 

dia~riet-ta-ieeated-ie-the-aaae-preportioe-as--the--d!striet 

AHB--o!-the-;otat-dtstriet-ts-dtstrtbated-by-papti-restdeeee 

ift-eaeh-saeh--eoun~y.--~he--eounty--s~~rin~endenes--of--~he 

eoasties-sffeeted-ahali-jotetiy-determtne-the-net-rettreaeet 

faed--ieYy--r~aireaeat--for--eaeh--eeaety--as--praYided--ie 

iB-9-iSi-. 

t~t--Yhe--net--rettremeet--faed--ieyy--reqatremeet--for 

dis~r~eta--~hat-are-members-ef-speeial-eGueatien-eooperative 

agreemeata-shaii-be-prorated-to-eaeh-eaaety--tn--whteh--saeh 

dtstrtet-ts-ioeated-te-the-same-properttoe-as-ehe-badget-for 

the--speeia%-edaeaeioft-eooperative-agreemen~-of-the-distriet 

bears-to-the-total-badget-ef--the--eooperatt¥e-.--~he--eeaety 

aaperietendeets--of--the--eaaeeies--affeeted--shali--;atetly 

deeeratee-the-eet-retireaeet-faed-le¥y-reqatrement-far--eaeh 

eoaaty--ta--the--same-manner-as-pro¥ided-ie-i9-9-i5l-aed-fix 

and-le•y-ehe-aet-retirement-fand-le•y-fer-eaeh-eoanty-in-the 

saae-aanner-as-preYided--tn--28-9-lSiT---tSabeeetion--t•ttbt 

effeett¥e-~aiy-lT-i9BB--seeT-9T-eh-.-635T-h-o-i98~-.t 

(3) Retirement equalization aid may not be paid in 

.support of discretionary retirement costs incurred by a 

district that provides termination pay or lump-sum deferred 

compensation for an employee~ The trustees may levy a 

special tax to pay the district's contribution to the 
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appropriate retirement system for these discretionary 

obligations in accordance with 20-9-142." 

Section 46. Section 23-5-1027, MCA, is amended to 

read: 

"23-S-1027. Disposition of revenue. (1) A minimum of 

45% of the money paid for tickets or chances must be paid 

out as prize money. The prize money is statutorily 

appropriated, as provided in 17-7-502, to the lottery. 

(2) Commissions paid to lottery ticket or chance sales 

agents are not a state lottery operating expense. 

(3) That part of all gross revenue not used for the 

payment of prizes, commissions, and operating expenses, 

together with the interest earned on the gross revenue while 

the gross revenue is in the enterprise fund, is net revenue 

and must be paid quarterly from the enterprise fund 

established by 23-5-1026 to the superintendent of public 

instruction for distribution as ~ equalization aid ee 

the--rettrement--fand--obltgat~ons--ef--elementa~y--and-h~~h 

eeheel-distriets-tn-the-manner-proyided-te-i8-9-S~i for the 

public schools of Montana. The net revenue is statutorily 

appropriated, as provided in 17-7-502, to the superintendent 

of public instruction. 

(4) The spending authority of the lottery may be 

increased in accordance with this section upon review and 

approval of a revised operation plan by the budget office." 
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Section 47. Section 90-6-309, MCA, is amended to read: 

"90-6-309. Tax prepayaent -- large-scale aineral 

development. (1) After permission to commence operation is 

granted by the appropriate governmental agency, and upon 

request of the governing body of a county in which a 

facility is to be located, a person intending to construct 

or locate a large-scale mineral development in this state 

shall prepay property taxes as specified in the impact plan. 

This prepayment shall exclude the 6-mill university levy 

established under 20-25-423 and may exclude the mandatory 

county levy levies for the school foundation program e£-45 

miiis established in 20-9-331 and 20-9-333. 

(2) The person who is to prepay under this section 

111uoii . .!.!.·· not be obligated to prepay the entire amount 

established in subsection (l) at one time. Upon request of 

the governing body of an affected local government unit, the 

person shall prepay the amount shown to be needed from time 

to time as determined by the board. 

(3) The person who is to prepay shall guarantee to the 

hard-rock mining impact board, through an appropriate 

financial institution, as may be required by the board, that 

property tax prepayments will be paid as needed for 

expenditures created by the impacts of the large-scale 

mineral development. 

(4) When the mineral development facilities are 
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completed and assessed by the department of revenue, they 

sbllil-be ~subject during the first 3 years and thereafter 

to taxation as all other property similarly situated, except 

that in each year after the start of production, the local 

government unit that received a property tax prepayment 

shall provide for repayment of prepaid property taxes in 

accordance with subsection (S). 

(5) A local government unit that received all or a 

portion of the property tax prepayment under this section 

shall provide for tax crediting as specified in the impact 

plan. The tax credit allowed in any year may not, however, 

exceed the tax obligation of the developer for that year, 

and the time period for tax crediting is limited to the 

productive life of the mining operation." 

NEW SECTION. Section 48. coaprehenaive insurance fund 

balance -- transfer. A district that has a balance remaining 

on [the effective date of this section) in the district 

comprehensive insurance fund shall transfer the balance to 

the district general fund. 

NEW SECTION. Section 49. State equalization aid levy. 

There is a levy of 45 mills imposed on all taxable property 

within the state, except property for which a tax or fee is 

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

61-3-537, and 67-3-204. Proceeds of the levy must be 

remitted to the state treasurer and must be deposited to the 

-106- SB 26 
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credit of the state special revenue fund for state 

equalication aid for the public schools of Montana. 

IIBW SECTION. Section 50. State and county 

equalication revenue -- statutory appropriation. Revenue 

received in support of state and county equalization under 

the provisions of 20-9-331, 20-9-333, and 20-9-343 is 

statutorily appropriated, as provided in 17-7-502, to the 

superintendent of public instruction to be used for county 

equalization and state equalization aid for the public 

schools, as provided by law, and must be accounted for in 

accordance with generally accepted accounting principles. 

NEW SECTION. Section 51. Purpose 

teleca..unications network -- t.ple.entation -- consultant. 

(1) The purpose of this section is to promote the use of 

telecommunications technology for the purposes of enhancing 

educational opportunitie" provided to students in the 

Montana public school system and promoting equal access by 

students to those opportunities. 

(2) To provide for the training and education needs of 

public schools, the department of administration shall 

retain a telecommunications engineering 

support the development of design 

specifications for statewide video 

consultant 

criteria 

networking 

to 

and 

and 

improvements in the use of existing voice and data networks 

in the state. 
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consultant 

(a) seek advice and recommendations on improvements in 

telecommunications within Montana from the following 

entities: 

(i) the office of the superintendent 

instruction; 

(ii) the university system; 

of public 

(iii) local government and school district officials; 

(iv) agencies involved in economic development; 

(v) the executive, judicial, and legislative branches 

of state government; and 

(vi) local exchange carriers providing service within 

the states and 

(b) recommend and initiate network improvements during 

the biennium through shared use and enhancements of existing 

telecommunications systems, with emphasis on 

financial commitments to the extent possible. 

NEW SECTION. Section 52. Definition. As 

limiting 

used in 

[sections 52 through 58], ••committee• means the legislative 

oversight committee on school funding implementation created 

in [section 53]. 

NEW SECTION. Section 53. Legislative oversight 

oo.aittee on school funding implementation -- coaposition 

and appointment. (1) There is a legislative oversight 
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committee on school funding implementation. 

(2) The committee consists of 11 members, including: 

(a) four members of the house of representatives 

appointed by the speaker of the house; 

(b) four members of the senate appointed by the 

committee on committees of the senate; 

(c) the superintendent of public instruction or his 

designee as an ex officio nonvoting member; 

(d) a member of the board of public education as an ex 

officio nonvoting member; and 

(e) the governor or his designee as an ex officio 

nonvoting member. 

(3) No more than two legislative members from each 

house may be of the same political party. 

NEW SECTION. Section 54. Tera of office -- vacancies. 

(1) A committee member shall serve until the committee 

terminates as provided in (section 581. 

(2) A vacancy on the committee must be filled in the 

same manner as the o~iginal appointment. 

NEW SECTION. Section 55. Officers meetings 

quorwa -- coapensation. (l) The committee shall choose from 

its membership a chairman and vice chairman. 

(2) The committee shall meet upon the call of the 

chairman or at the request of any five members. 

( 3) Six members constitute a quorum to transact 
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business. 

(4) A legislative member is entitled to compensation 

as provided in 5-2-302. 

NEW SECTION. Section 56. Duties of coaaittee. The 

duties of the committee include but are not limited to: 

(1) monitoring the implementation of school funding 

equalization, including: 

(a) identification of any problems of implementation 

and options for resolving these problems; 

(b) continued analysis of school district budget and 

expenditure data and of improvements in school district 

accounting and reporting procedures; and 

(c) examination of other issues related to 

implementation; 

{2) directing the following studies of issues related 

to school funding equalization: 

(a) school transportation equalization, including but 

not limited to: 

(i) mechanisms to equalize transportation funding; and 

(ii) analysis of issues related to the costs and 

efficiencies of school transportation, including 

reimbursement schedules, load requirements, 3-mile limit, 

transporting ineligible transportee&, functions of the 

county transportation committee, and school district 

reporting and budgeting duties; 
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(b) school district capital outlay and debt service 

equalization, including but not limited to: 

(i) analysis of school district funds and budgets for 

various school district capital outlay and debt service 

obligations; and 

(ii) options for equalizing school district capital 

outlay and debt service obligations; and 

(c) continued study of issues related to equalization, 

including but not limited to retirement, uncollected taxes, 

tuition, student-based funding distribution methods, special 

education funding, and federal Public Law 81-874 revenue, 

especially as it pertains to revenue not linked to Native 

American students; 

(3) ongoing analysis of revenue sources related to 

school funding; 

(4) holding discussiols with any party contemplating 

litigation regarding compliance with the supreme court and 

district court rulings on school funding equalization; and 

(5) reporting its findings, options for legislative 

consideration, and any proposed legislation to the governor 

and the 52nd legislature. 

NEW SECTION. Section 57. Staff assistance. The 

committee may request the following governmental entities to 

provide staff assistance to the committee: 

(l) the office of public instruction; 
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(2) the governor•s office of budget and 

planning; 

(3) the board of public education; 

(4) the legislative council; 

program 

(5) the office of the legislative fiscal analyst; and 

(6) the office of the legislative auditor. 

NEW SECTION. Section 58. Termination. [Sections 

through 58) terminate December 31, 1990. 

52 

Section 59. Section 7-1-2111, MCA, is amended to read: 

"7-1-2111. Classification of counties. (1) For the 

purpose of regulating the compensation and salaries of all 

county officers, not otherwise provided for, and fo· fixing 

the penalties of officers' bonds, the ae•erai counties of 

this state shaii ~ be classified according to that 

percentage of the true and full valuation of the property 

therein in the counties upon which the tax levy is made, 

except for vehicles subject to taxation under 61-3-504(2), 

as follows: 

(a) first class--all counties having such a taxable 

valuation of $50 million or over; 

(b) second class--all counties having saeh a taxable 

valuation of more than $30 million and less than $50 

million; 

(c) third class--all counties having saeh a taxable 

valuation of more than $20 million and less than $30 
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million; 

{d) fourth class--all counties having s~eh a taxable 

valuation of more than $15 million and less than $20 

million: 

(e) fifth class--all counties having sneh a taxable 

valuation of more than $10 million and less than $15 

million: 

{f) sixth class--all counties having s~eh a taxable 

valuation of more than $5 million and less than $10 million; 

{g) seventh class--all counties having s~eh a taxable 

valuation of less than $5 million. 

(2) As used in this section, taxable valuation means 

the taxable value of taxable property in the county as of 

the time of determination plus: 

{a) that portion of the taxable value of the county on 

December 31, 1981, attributable to automobiles and trucks 

having a rated capacity of three-quarters of a ton or less: 

{b) that portion of the taxable value of the county on 

December 31, 1989, attributable to automobiles and trucks 

having a rated capacity of more than three-quarters of a ton 

but less than or equal to l ton; 

(c) the amount of interim production and new 

production taxes levied, as provided in 15-23-607, divided 

by the appropriate tax rates described in l5-23-607{2)(a) or 

{2){b) and multiplied by 60\: and 
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{d) the amount of value represented by new production 

exempted from tax as provided in 15-23-612 multiplied by 

60\, plus the value of any other production occurring after 

December 31, 1988, multiplied by 60\." 

Section 60. Section 7-7-2101, MCA, is amended to read: 

•7-7-2101. Liaitation on ~unt of county 

indebtedness. {1) No county may become indebted in any 

manner or for any purpose to an amount, including existing 

indebtedness, in the aggregate exceeding 23\ of the total of 

the taxable value of the property therein subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in l5-23-607{2){a) or {2)(b) and multiplied by 

60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612 multiplied by 

60\, plus the value of any other production occurring after 

December 31, 1988, multiplied by 60,, as ascertained by the 

last assessment for state and county taxes previous to the 

incurring of s~eh the indebtedness. 

{2) No county may incur indebtedness or liability for 

any single purpose to an amount exceeding $500,000 without 

the approval of a majority of the electors thereof voting at 

an election to be provided by law, except as provided in 

7-21-3413 and 7-21-3414. 

(3) Nothing in this section shall apply to the 
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acquisition of conservation easements as set forth in Title 

76, chapter 6." 

~on 61. Section 7-7-2203, MCA, is amended to read: 

"7-7-2203. Liaitation on a.ount of bonded 

indebtedness. ( 1) Except as 

through {4), no county may issue 

for any purpose which, with 

provided in subsections {2) 

general obligation bonds 

all outstanding bonds and 

warrants except county high school bonds and emergency 

bonds, will exceed 11.25\ of the total of the taxable value 

of the property therein, plus the amount of interim 

production and new production taxes levied divided by the 

appropriate tax rates described in l5-23-607(2){a) or (2)(b) 

and multiplied by 60\, plus the amount of value represented 

by new production exempted from tax as provided in 15-23-612 

multiplied by 60\, plus the value of any other production 

occurring after December 31, 1988, multiplied by 60\, to be 

ascertained by the last assessment for state and county 

taxes prior to the proposed issuance of bonds. 

(2) In addition to the bonds allowed by subsection 

{1) 1 a county may issue bonds which, with all outstanding 

bonds and warrants, will not exceed 27.75\ of the total of 

the taxable value of the property in the county subject to 

taxation, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607{2)(a) or (2)(b) and multiplied by 
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60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612 multiplied by 

60\, when necessary to do so, plus the value of any other 

production occurring after December 31, 1988, multiplied by 

60\ for the purpose of acquiring land for a site for county 

high school buildin9s and for erecting or acquiring 

buildings thereon and furnishing and equipping the same for 

county high school purposes. 

(3) In addition to the bonds allowed by subsections 

(1) and {2), a county may issue bonds for the construction 

or improvement of a jail which will not exceed 12.5\ of the 

taxable value of the property i.n the county sub;ect to 

taxation a 

(4) The limitation in subsection {1) does not apply to 

refunding bonds issued for the purpose of paying or retiring 

county bonds lawfully issued prior to January 1, 1932, or to 

bonds issued for the repayment of tax protests lost by the 

county." 

Section 62. Section 7-14-2524, MCA, is amended to 

read: 

"7-14-2524. Limitation on aaount of bonds issued -

excess void. (1) Except as otherwise provided hereafter and 

in 7-7-2203 and 7-7-2204, ftO ~ county shall may not issue 

bonds which, with all outstanding bonds and warrants except 

county hi9h school bonds and emergency bonds, will exceed 
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11.25\ of the total of the taxable value of the property 

therein, plus the amount of interim production and new 

production taxes levied divided by the appropriate tax rates 

described in 15-23-607(2)(a) or (2)(b) and multiplied by 

60\, plus the amount of value represented by new production 

exempted from tax as provided in 15-23-612 multiplied by 

60,, plus the value of any other production occurring after 

December 31, 1988, multiplied by 60\. The taxable property 

and the amount of interim production and new production 

taxes levied shall must be ascertained by the last 

assessment for state and county taxes prior to the issuance 

of s~eh the bonds. 

(2) A county may issue bonds which, with all 

outstanding bonds and warrants except county high school 

bonds, will exceed 11,25\ but will no·t exceed 22.5\ of the 

total of the taxable value of such property, plus the amount 

of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60\, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, plus the value of any other 

production occurring after December 31, 1988, multiplied by 

60\ when necessary for the purpose of replacing, rebuilding, 

or repairing county buildings, bridges, or highways which 

have been destroyed or damaged by an act of God, disaster, 

-117- SB 26 

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 

SB 0026/02 

catastrophe, or accident. 

(3) The value of the bonds issued and all other 

outstanding indebtedness of the county, except county high 

school bonds, shall not exceed 22.5\ of the total of the 

taxable value of the property within the county, plus the 

amount of interim production and new production taxes levied 

divided by the appropriate tax rates described in 

15-23-607(2)(a) or (2)(b) and multiplied by 60\, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, plus the value of any other 

production occurring after December 31, 1988, multiplied by 

60\, as ascertained by the last preceding general 

assessment.• 

Section 63. Section 7-14-2525, MCA, is amended to 

read: 

"7-14-2525. Refunding agreeaents and refunding bonds 

authorized. (1) Whenever the total indebtedness of a county 

exceeds 22.5\ of the total of the taxable value of the 

property therein, plus the amount of interim production and 

new production taxes levied divided by the appropriate tax 

rates described in 15-23-607(2)(a) or (2)(b) and multiplied 

by 60\, plus the amount of value' represented by new 

production exempted from tax as provided in 15-23-612 

multiplied by 60\, plus the value of any other production 

occurring after December 31, 1988, multiplied by 60\, and 
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the bOard determines that the county is unable to pay a~eh 

~ indebtedness in full, the board may: 

(a) negotiate with the bondholders for an agreement 

whereby the bondholders agree to accept less than the full 

amount of the bonds and the accrued unpaid interest thereon 

in satisfaction thereof; 

(b) enter into such agreement; 

(c) issue refunding bonds for the amount agreed upon. 

(2) These bonds may be issued in more than one series, 

and each series may be either amortization or serial bonds. 

(3) The plan agreed upon between the board and the 

bondholders shall be embodied in full in the resolution 

providing for the issue of the bonds.• 

Section~ Section 7-16-2327, MCA, is amended to 

read: 

"7-16-2327. Indebtedr:ess for park purposes. (1) 

Subject to the provisions of subsection (2), a county park 

board, in addition to powers and duties now given under law, 

aheii---haye has the power and duty to contract an 

indebtedness in behalf of a county, upon the credit thereof, 

for the purposes of 7-16-2321(1) and (2). 

(2) (a) The total amount of indebtedness authorized to 

be contracted in any form, including the then-existing 

indebtedness, must not at any time exceed 13\ of the total 

of the taxable value of the taxable property in the county, 
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plus the amount of interim production and new production 

taxes levied divided by the appropriate tax rates described 

in l5-23-607(2)(a) or (2)(b) and multiplied by 60\, plus the 

amount of value represented by new production exempted from 

tax as provided in 15-23-612, plus the value of any other 

production occurring after December 31, 1988, multiplied by 

60\, ascertained by the last assessment for state and county 

taxes previous to the incurring of a~eh the indebtedness. 

(b) No money may be borrowed on bonds issued for the 

purchase of lands and improving same for any auch purpose 

until the proposition has been submitted to the vote of 

those qualified under the provisions of thF state 

constitution to vote at such election in the county affected 

thereby and a majority vote is cast in favor thereof." 

Section 6&. Section 15-6-132, MCA, is amended to read: 

"15-6-132. Class two property description 

tazable percentage. (1) Class two property includes~ 

tat the annual gross proceeds of metal mines7 

tbt--~he--snn~si--gress--preeeeds--ef--~ndergre~nd-eesi 

•~nesT-and 

tet--the-snn~ai-grees-preeeeds-ef-eeei-mines-~sing--the 

strip-mining-methed. 

(2) Class two property is taxed ss-feiiavs~ 

tst--Preperty--deseribed--in-sabseetien-tittat-is-taMed 

at 3\ of its annual gross proceeds, as defined in 15-23-801. 
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tbt--Preper~y-deseribed-~n-s~bseetien-tlttbt--is--~exed 

et-33-if3,-ef-~~s-aftftdel-9Pass-preeeeds~ 

tet--Preper~y--deseribed--in-s~bseetien-tlttet-is-~exed 

et-4S,-of-i~s-ann~el-9ress-proeeeds~· 

Section 66. section 15-23-602, MCA, is amended to 

read: 

•15-23-602. Stateaent of sales proceeds on interim 

production and new production. (l) Bxeept-as ~provided in 

subsection (2), each operator or producer of interim 

production or new production of natural gas, petroleum, or 

other crude or mineral oil aast-oft-or-before-Aprii-tS-ift 

eaeh-year shall make out and deliver to the department of 

revenue a statement of the gross sales proceeds of adeh 

interim production or new production of natural gas, 

petroleum, or other crude or mineral oil from each well 

owned or worked by sdeh ~ person ddr~n9-the-next-preeeding 

eaiendar-year. The gross sales proceeds ehali ~ be 

determined by multiplying the units of production sold from 

the well times the royalty unit value of that production at 

the well. S~eh The statement shall must be in the form 

prescribed by the department and must be verified by the 

oath of the operator or producer or the manager, 

superintendent, agent, president, or vice-president of a~eh 

the corporation, association, or partnership. Sdeh The 

statement shall must show the following: 
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(a) the name and address of the operator, together 

with a list in duplicate of the names and addresses of any 

and-eli persons owning or claiming any royalty interest in 

the production from the well or the proceeds derived from 

the sale thereef of the production, and the amount or 

amodn~s paid or yielded as royalty to each of saeh those 

persons during the period covered by the statement; 

(b) the description and location of the well; 

(c) the number of cubic feet of natural gas, barrels 

of petroleum or other crude or mineral oil sold from the 

well during the period covered by the statement; and 

(d) the gross sales proceeds in dollars and cents or, 

in the case of sales between parties not acting at arm's 

length, the greater of the gross sales proceeds from or the 

fair market value of the products sold~ 

tet--exeept--for--interim-prodaet~on-and-new-prodaetion 

as-def~ned-in-15-i3-6Bl~ 

t~t--aetaai-eoet-of-extraetift9-prodaet-from-well~ 

tiit-eost-of-eenstraetion7-repairsy-and-bettermente~ 

tiiit-aetde~--eoet--ef--fire--inearanee--and---workere~ 

eompensation-tns~raftee~ 

ti•t-the--emodnt--paid--or--withheld-in-satiefaetion-of 

liability-for-exeise-ta•es-imposed-by-the-8T8T-90Yernment-on 

the--pred~et~onT--sale7--or--remoYal--of--the--natdra~--9es, 

peereleumT--or--other-er~de-or-m~nera~-oil-reported-~rs~ane 
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~o-sahaee~ien-t~ttetT-ine~ading-e-aepere~e-s~e~emen~-o!--~he 

eaoant--ef--aaeh--ta•es--peid--er-vithfte~d-frea-eaeh-royeity 

owner. 

(2) Each operator having interim production or new 

production as defined in 15-23-601 shall, on or before the 

last day of the months of October, January, April, and July, 

aake out and deliver to the department of revenue a 

statement of the gross sales proceeds of saeh the interim 

production or new production from each well owned or worked 

by saeh the person during the preceding calendar quarter. 

The statement must be in the form prescribed by the 

department and verified as provided in subsection (1). The 

statement she~% must show the information required in 

subsections (l)(a) through (l)(d)," 

Section 67. Section 15-23-603, MCA, is amended to 

read: 

"15-23-603. 

as As provided 

llet proceeds -- how ~ted. (1) S.eept 

in subsection t3t lll• the department of 

revenue shall calculate and compute from the returns the 

gross sales proceeds of the product yielded from saeh the 

well for the year covered by the statement and shall 

calculate the net proceeds of the well yielded to the 

producer, which net proceeds shall--he ~ determined by 

subtracting from the gross sales proceeds thereof--the 

follevin9~ of the well 
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tat all royalty paid in cash by the operator or 

producer and the gross value of all royalty apportioned in 

kind by the operator or producer that-shell-he determined by 

using as the value of a barrel of oil or a cubic foot of gas 

the average selling price for the calendar year of a barrel 

of oil or a cubic foot of gas from the well out of which the 

royalty was paid~~ 

tht--e1l---money---e•pended--for--neeessery--1ehor--end 

aaehinery-needed-end-ased-in-the-operation-end--deTelopmen~7 

tet--exeept--as--provided--in-sahseetien-t5tT-sll-money 

expended-for-neeessery--sapp~iea--needed--end--aaed--in--the 

eperatien-and-de¥elepment~ 

tdt--a1l--money-e•pended-for-impreTementaT-repairs7-and 

hettermenta-neeessary-in-and-aheat-the-working-ef-the--well7 

tet--that--pertien--ef--ail--moneyT--inelading-eos~s-of 

insuranee7-expended-!er-the-ae~isition-and-epera~ten-o£-any 

Tehiele-ased-in-the-eperetion-and-develepmen~--of--~he--vel~ 

vhieh--heers--the--same--retio-te-all-money-expended-!er-the 

aeqaiaition-end-as~-ef-~he-•ehiele-daring-~he--year--eo•ered 

by--the-stetement-as-the-namher-ef-ailea-the-wehiele-is-ased 

in-operetion-end-deTelepment-of-~he--w~ll--daring--the--year 

eoTered--hy--the--statement--heara--to--the--totel-ai~es-the 

•~hi~le-is-ased-daring-the-year-eo•ered-hy-th~-statement~ 

tft--ali-money-expended-for--fir~--insaraneeT--verk~rs~ 

eempensation--in8~raneeT--%iabili~y--inaHraneeT-and-eas~a%ty 
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~ftsa~anee--di~ee~iy--a~tribatabie--to--the---opera~ion---and 

deveiopaen~--of--the--weii--and-£o~-payments-by-opera~ors-~o 

weifare-and-re~irement--!~nds--when--p~evided--£er--tn--vage 

een~rae~s-beeween-eperators-and-employees; 

tgt--aii---aoney---e•pended---£or--any--per£ormanee--or 

indeanity-bonds-reqaired-by-the-iews-of-~his--s~a~e--or--the 

~aies--o£--any--stete--ageney7--wi~h-respee~-~o-the-well-£or 

whieh-~he-net-proeeeds-a~e-being-ealeaiated~ 

tht--~et-of-~he-asoan~-paid-or-withheld-in-satis£ae~ion 

of-liebility-for-exeise-taxes-imposed-by-~he-BTSo-governsen~ 

on-~he-prodae~ion7-saie7-or--reao¥al--of--~he--na~aral--gasT 

pe~roieaaT--or--other-erade-or-mineral-oil-yielded-from-saeh 

wellT-other-~hen--~he--asoant--of--saeh--texes--paid--by--or 

wi~hheid-froa-eaeh-~oyai~y-owner~-and 

tit--net-proeeeds-de~erained-ander-sabseetion-tat• 

tit--Ro--aoney--invested--in--the-well-and-improvements 

daring-eny-year-exeept-the-yea~-for-whieh-saeh-s~atement--is 

aade--aay--be--ineiaded--in--aaeh--expenditares7--exeept--as 

provided-in-15-ia-6847-and-saeh-expenditares-may-not-ineiade 

~he-salaries-o~-any-po~~ion-thereof-of-any-person-or-offieer 

no~--aetaaily--engaged--in--the--working--of--the--we%1---o~ 

saperintending-the-aanageaent-thereofT 

tat!ll For interim production or new production, net 

proceeds are the equivalent of the gross sales proceeds, 

without deduction for excise taxes, of the product yielded 
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from saeh ~ well for the year quarter covered by the 

statement, except that in computing the total number of 

barrels of petroleum and other mineral or crude oil or cubic 

feet of natural gas produced, there shall ~ be deducted 

therefrom so much ~hereof of the product as is used in the 

operation of the well from which the petroleum or other 

mineral or crude oil or natural gas is produced for pumping 

the petroleum or other mineral or crude oil or natural gas 

from the well to a tank or pipeline. 

t4t!ll ~o--determine-net-proeeeds-ander-sabseetion-tlt 

In the statement of sales proceeds required under 15-23-602 

for lease or unitized areas from which interim or new 

production and other production have been sold, the 

ded~etions-ailowed-in-sabseetions-tittbt-through-tittht-most 

be-prorated-on-the-basis-of-the number of barrels of interim 

and new production of oil or cubic feet of interim or new 

production of gas to must be segregated from and stated 

separately from the number of barrels of other production of 

oil or cubic feet of other production of gas. 

tSti!l In calculating the deduction for money expended 

for necessary chemical supplies needed and used in a 

tertiary recovery project 

revenue, as provided in 

approved by 

15-36-101, 

the department of 

the department shall 

require that the necessary chemical supplies, which include 

but are not limited to carbon dioxide supplies, be amortized 
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over a 10-year period beginning with the year in which the 

money was expended." 

Section 68. Section 15-23-605, MCA, is amended to 

read: 

"15-23-605. Assessment of royalties on interim 

production and new production. t±t---~he For interim 

production and n·ew production, the amount of royalty 

received7-Yaiued-as-prewided-in-i5-i3-683fittatT-iess-~et-e£ 

~he-ameHnt-e£-exeise-taxes-paid--by--er--withheid--lrem--~he 

reyaity--ewner--as-reper~ed-pursHant-te-iS-i3-6&itlttetti•tT 

shall in cash paid by the operator or producer and the gross 

value of all royalty apportioned in kind by the operator or 

producer determined by using as the value of a barrel of oil 

or a cubic foot of gas the average selling price for the 

calendar year of a barrel of oil or a cubic foot of gas from 

the well out of which the royalty was paid must be 

considered net proceeds to the recipient and shall must be 

assessed as follows: upon receipt of the lists or schedules 

setting forth the names and addresses of any and-ali persons 

owning or claiming royalty and the amount paid or yielded as 

royalty to sHeh the royalty owners or claimants during the 

year for which sHeh the return is made, the department of 

revenue shall proceed to assess and tax the same as net 

proceeds of mines. 

tit--Net--preeeeds--ler--interim--predaetlen--and---new 
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preduetien7--aa--dellned--in--i5-i3-6&i7--ineiudea-reyai~ies 

recei•ed-wi~ho~~-dedHe~ieft-£er-exeise-taxe••" 

S'ectfon 69. Sect'ii:u> 15-23...;60'7', IleA, ls ame'nded to 

read; 

"15-23-607. County assessors to ~te taxes. (l) 

Immediately after the board of county commissioners has 

fi:z:ed tax levies on the second .Monday in August, the cou·nty 

assessor shall, subject to the provisions of 15-23-·612, 

compute the taxes on sueh net proceeds, e•eep~ as provided 

in-l5-i3-6ii-and in subsection (2) of this section, and 

royalty assessments and shall deliver the book to the county 

treasurer on or before september 15. The county treasurer 

shall proceed to give full notice thereef of the assessments 

to saeh the operator and te shall collect the same-in-manner 

taxes as provided by law. 

(2) For interim production or new production, as 

defined in 15-23-601, the county assessor may not levy or 

assess any mills against the value of aueh the interim 

production or new production, but shall instead levy a tax 

as follows: 

(a) for interim production or new production of 

petroleum or other mineral or crude oil, 7\ of net proceeds, 

as described in 15-23-603t3ti!ll or 

(b) for interim production or new production of 

natural gas, 12\ of net proceeds, as described in 
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15-23-603t3till· 

(3) The amount of tax levied in subsections (2)(a) and 

(2)(b), divided by the appropriate tax rate and multiplied 

by 60\, shell must be treated as taxable value for county 

bonding purposes. 

(4) The operator or producer sheii-&e is liable for 

the payment of said the taxes and-same-sha%i that, except as 

provided in 15-16-121, be ~payable by and she!~ must be 

collected from saeh the operators in the same manner and 

under the same penalties as provided for the collection of 

taxes upon net proceeds of mines;-proYidedT-hewever7-~hat~ 

However, the operator may at his option withhold from the 

proceeds of royalty interest, either in kind or in money, an 

estimated amount of the tax to be paid by him upon saeh the 

royalty or royalty interest. After aaeh the withholdingL any 

deviation between the estimated tax and the actual tax may 

be accounted for by adjusting subsequent withholdings from 

the proceeds of royalty interests.• 

Section 70. Section 15-23-703, MCA, is amended to 

read: 

"15-23-703. Tazation of gross proceeds taxable 

value for bonding. i!l The county assessor shall prepare 

compute from the reported gross proceeds from coal a tax 

roll whieh that he shall transmit to the county treasurer on 

or before September 15 each year. The county assessor may 
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not levy or assess any mills against the reported gross 

proceeds of coal but shall levy a tax of 5\ against the 

value of the reported gross proceeds AS PROVIDED IN 

15-23-70l(l)(D). The county treasurer shall proceed to give 

full notice ~heree£ to each coal producer of the taxes due 

and to collect the taxes dae-wi~hift-68-deys-af~er-maiiing as 

provided in 15-16-101. 

tit--~he-ameaft~-e£-~ax-~e•ied-ift-sabseetieft-t~t-divided 

by-~he-tex-ra~e-is-the-~axab!e-•e!ae-o£-the--gross--preeeeds 

ef-eoal-fer-bonding-parpcses• 

(2) FOR BONDING, COUNTY CLASSIFICATION, AND ALL NONTAX 

PURPOSES, THE TAXABLE VALUE FOR GROSS PROCEEDS IS 45\ OF 

CONTRACT SALES PRICE AS DEFINED IN 15-35-102(5)." 

NEW SECTION. Section 71. Disposition of taxes. The 

county treasurer shall credit all taxes collected under 

15-23-703 in the relative proportions required by the levies 

for state, county, school district, and municipal purposes 

in the same manner as property taxes were distributed in the 

year preceding the budget year. 

Section 72. Section 15-36-101, MCA, is amended to 

read: 

"15-36-101. Definitions and rate of tax -- local 

government severance tax. (1) Every person engaging in or 

carrying on the business of producing petroleum, other 

mineral or crude oil, or natural gas within this state or 
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engaging in or carrying on the business of owning, 

controlling, managing, leasing, or operating within this 

state any well or wells from which any merchantable or 

marketable petroleum, other mineral or crude oil, or natural 

gas is extracted or produced sufficient in quantity to 

justify the marketing of the same must, except as provided 

in 15-36-121, each year when engaged in or carrying on any 

saeh the business in this state pay to the department of 

revenue a severance tax for the ex~lusive use and benefit of 

the state of Montana a-se¥erane~-eax plus a local government 

severance tax in lieu of a tax on net proceeds for the 

exclusive use and benefit of local government. The severance 

tax and the local government severance tax are computed at 

the following rates: 

(a) except as provided in subsections (l)(b), (l)(c), 

and (l)(d), 5' of the total gross value of all the petroleum 

and other mineral or crude oil produced by the person, plus 

the local government severance tax of 8.4l on production 

other than interim production and new production, from each 

lease or unit; but in determining the amount of severance 

tax~ there shall must be excluded from consideration all 

petroleum or other crude or mineral oil produced and used by 

the person during the year in connection with his operations 

in prospecting for, developing, and producing the petroleum 

or crude or mineral oil; 
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(b) 2.65\ of the total gross value of all natural gas 

produced, plus the local government severance tax of 15.25\ 

on natural 9as R.roduction other than interilll production or 

new production~ from each lease or unit; but in determining 

the amount of severance taxL there ehaii must be excluded 

from consideration all gas produced and used by the person 

during the year in connection with his operations in 

prospecting for, developing, and producing the gas or 

petroleum or crude or mineral oil; and there shaii must also 

be excluded from consideration all gas 1 including carbon 

dioxide gas, recycled or reinjected into the ground; 

(c) 2.5\ of the total gross value of the incremental 

petrole~m and other mineral or crude oil produced, plus the 

local government severance tax of 4.2\ on production other 

than interim production and new production, from each lease 

or unit in a tertiary recovery project after July l, 1985. 

For purposes of this section, a tertiary recovery project 

must meet the following requirements: 

(i) the project must be approved as a tertiary 

recovery project by the department of revenue. The approval 

may be extended only after notice and hearing in accordance 

with Title 2, chapter 4. 

(ii) the property to be affected by the project must be 

adequately delineated according to 

required by the department; and 
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(iii) the project must involve the application of one 

or more tertiary recovery methods that 

expected to result in an increase, 

can reasonably be 

determined by the 

department to be significant in light of all the facts and 

circumstances, in the amount of crude oil which may 

potentially be recovered. For the purpose of this section, 

tertiary recovery methods include but are not limited to: 

(A) miscible fluid displacement; 

(B) steam drive injection; 

(C) micellar/emulsion flooding; 

(D) in situ combustion; 

(E) polymer augmented water flooding; 

(F) cyclic steam injection; 

(G) alkaline or caustic flooding; 

(B) carbon dioxide water flooding; 

(II immiscible carbon dioxide displacement; or 

(J) any other method approved by the department as a 

tertiary recovery method. 

(d) e.eept ~as provided in 15-36-121(2), 3\ of 

the total gross value of all the petroleum and other mineral 

or crude oil, p~as--the-~eea~-to•ernaent-se•ersnee-ts•-e£ 

4T~'-on-predaetien-ether-thsn--interim--predaetien--snd--new 

prodaet~enr after the first 5 barrels, predaeed-by PLUS THE 

LOCAL GOVERNMENT SEVERANCE TAX OF 4.2\ OF ALL PRODUCTION, 

OTHER THAN INTERIM PRODUCTION AND NEW PRODUCTION, FROM a 
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stripper well, as defined in 15-36-121, that produces more 

than 5 barrels a day during the period beginning April 1, 

1989, and ending March 31, 1991. 

I 2) For purposes of this section, the term 

Rincremental petroleum and other mineral or crude oil" means 

the amount of oil, as determined by the department of 

revenue, to be in excess of what would have been produced by 

primary and secondary methods. The determination arrived at 

by the department must be made only after notice and hearing 

and shall specify through the life of a tertiary project, 

calendar year by calendar year, the combined amount of 

primary and secondary production that must be used to 

establish the incremental production from each lease or unit 

in a tertiary recovery project. 

(3) Nothing in this part may be construed as requiring 

laborers or employees hired or employed by any person to 

drill any oil well or to work in or about any oil well or 

prospect or explore for or do any work for the purpose of 

developing any petroleum or other mineral or crude oil to 

pay the severance tax, nor may work done or the drilling of 

a well or wells for the purpose of prospecting or exploring 

for petroleum or other mineral or crude oils or for the 

purpose of developing them be considered to be the engaging 

in or carrying on of the business. If, in the doing of any 

work, in the drilling of any oil well, or in prospecting, 
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exploring, or development work, any merchantable or 

marketable petroleum or other mineral or crude oil in excess 

of the quantity required by the person for carrying on the 

operation is produced sufficient in quantity to justify the 

marketing of the petroleum or other mineral or crude oil, 

the work, drilling, prospecting, exploring, or development 

work is considered to be the engaging in and carrying on of 

the business of producing petroleum or other mineral or 

crude oil within this state within the meaning of this 

section. 

(4) Every person required to pay the severance tax 

under this section shall pay the tax in full for his own 

account and for the account of each of the other owner or 

owners of the gross proceeds in value or in kind of all the 

marketable petroleum or other mineral or crude oil or 

natural gas extracted and produced, including owner or 

owners of working interest, royalty interest, overriding 

royalty interest, carried working interest, net proceeds 

interest, production payments, and all other interest or 

interests owned or carved out of the total gross proceeds in 

value or in kind of the extracted marketable petroleum or 

other mineral or crude oil or natural gas, except that any 

of the interests that are owned by the federal, state, 

county, or municipal governments sha%%-be ~ exempt from 

taxation under this chapter. Unless otherwise provided in a 
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contract or lease, tbe pro rata share of any royalty owner 

or owners will be deducted from any settlements under the 

lease or leases or division of proceeds orders or other 

contracts. (Subsection (l)(d) terminates on occurrence of 

contingency--sec. 7, Ch. 656, L. 1987.)" 

Section 73. Section 15-36-102, MCA, is amended to 

read: 

"15-36-102. Quarterly payaent of taz delayed 

payment of local government severance tax. S~eh (1) Except 

as provided in subsection (2), severance tax ~fta~% ~ be 

paid in quarterly installments for the quarterly periods 

ending, respectively, March 31, June 30, September 30, and 

December 31 of each year, and the amount of the tax for each 

quarterly period shall must be paid to the department of 

revenue within 60 days after the end of each quarterly 

period. 

(2) Local government severance tax must be paid in 

quarterly installments 1 year after the end of each quarter 

for which a statement is com~ted as required by 

15-36-105." 

Section 74. Section 15-36-105, MCA, is amended to 

read: 

"15-36-105. State.ent to acCORpany payaent -- records 

collection of tax -- refunds. (1) Each eftd-e¥ery person 

m~s~ shall, within 60 days after the end of each following 
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quarter, ma~e--e~t complete on forms prescribed by the 

department of revenue a statement showing the total number 

of barrels of merchantable or marketable petroleum and other 

mineral or crude oil or cubic feet of natural gas produced 

or extracted by aaeh the person in the state during each 

month of a~eh the quarter and during the whole quarter, the 

average value thereeE of the production during each month, 

and the total value thereeE of the production for the whole 

quarter, together with the total amount due to the state as 

severance taxes and local government severance taxes for 

a~eh the quarter, and m~at ~within such 60 days deliver 

aaeh the statement and, except as provided in 15-36-102(2} 

and 15-36-121, pay to the de~rtment the amount of the taxes 

shown by a~eh the statement to be due to the state for the 

quarter for which a~eh the statement is made, S~eh The 

statement must be signed by the individual or the president, 

vice-president, 

agent in this 

treasurer, assistant treasurer, or managing 

state of the association, corporation, 

joint-stock company, or syndicate making the statement. Any 

a~eh person engaged in carrying on aaeh business at more 

than one place in this state or owning, leasing, 

controlling, or operating more than one oil or gas well in 

this state may include all thereoE operations in one 

statement. The department shall receive and file all s~eh 

statements and collect and receive from a~eh the person 
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making and filing a statement the amount of tax payable by 

aaeh the person, if any, as the-same-shall-appear-Erem-the 

Eaee-ef appears in the statement. 

(2) It sha%%-be is the duty of the department to 

examine each of s~eh the statements and compute the taxes 

thereon, and the amount ao computed by the department sha%% 

be is the taKes tax imposed, assessed against, and payable 

by the taxpayer making the statement for the quarter for 

which the statement is filed. If the tax found to be due 

shalt-be is greater than the amount paid, the excess aha%1 

must be paid by the taxpayer to the department within 10 

days after written notice of the amount of the deficiency 

aha%1--be is mailed by the department to aaeh the taxpayer. 

If the tax imposed shalt-be is less than the amount paid, 

the difference must be applied as a credit against tax 

liability for subsequent quarters or refunded if there is no 

subsequent tax liability. 

(3) If the tax is not paid on or before the due date, 

there aha%1 must be assessed a penalty of 10\ of the amount 

of the tax, unless it is shown that the failure was due to 

reasonable cause and not due to neglect. If any tax under 

this chapter is not paid when due, interest sha%% must be 

added thereto to the tax at the rate of 1\ a month or 

fraction thereof, computed on the total amount of severance 

tax and penalty from the due date until paid." 
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~on 75. Section 15-36-112, MCA, is amended to 

read: 

•15-36-112. Disposition of oil and gas severance taxes 

calculation of unit value for local government severance 

~· (1) Each year the department of revenue shall determine 

the amount of tax collected under this chapter from within 

each eeuft~y SCHOOL DISTRICT. 

121 For purposes of the distribution of local 

government severance taxes collected under 15-36-101, the 

department shall determine the unit value of oil and gas for 

!!£h eeuntr SCHOOL DISTRICT as follows: 

(a) The unit value for petroleum and other mineral or 

crude oil for each eountr SCHOOL DISTRICT is the quotient 

obtained by dividing the !oeei--oo•ernmeft~--ae•eraftee NET 

PROCEEDS taxes calculated on petroleum or mineral or crude 

oil produced in that eeuntr SCHOOL DISTRICT in ~he--eurreft~ 

calendar year 1988 by the number of barrels of petroleum or 

other mineral or crude oil s~h;eet--to--iocal--goverftaent 

seweranee-~ex produced in that eeun~y SCHOOL DISTRICT during 

~he-year ~ 

(b) The unit value for natural gas is the quotient 

obtained by dividing the !eea!--ge•ernmeft~--seweranee NET 

PROCEEDS taxes calculated on natural gas produced in that 

eeunty SCHOOL DISTRICT in the-eurrent calendar year 1988 ~ 

the number of cubic feet of natural gas sabjeet-te-!eeai 
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gowernmeft~-seweraftee-tax produced in that eeaftty ~ 

DISTRICT during the-year 1988. 

titill The severance taxes collected under this 

chapter are allocated as follows: 

(a) the-amoant 7 -if-enrT-br--whieh--the--tax--eoi!eeted 

frem--within--a-eeunty-fer-any-fiseai-year-exeeeds-the-totai 

ameunt-eei!eeted-£rom-within-that-eounty--£or--the--pre¥ioas 

fiscal-~yearT--by--reason--oE--increase~--predae~ien-and-no~ 

beca~se-e!-inerease--in--er--eiiminatien--ef--£ederai--priee 

eeilings--Oft-eii-and-gas7 The local government severance tax 

is statutorily appropriated, as provided in 17-7-502, for 

allocation to the !enera!---Eund--o£--the county for 

distribution as provided in subsection t3t ~; 

(b) any ~ amount not allocated to the county under 

subsection tittat ~ is allocated to the state general 

fund. 

t3t!4) (a) For the purpose of distribution of the 

local government severance tax, the department shall adjust 

the unit value determined under this section according to 

the ratio that the local government severance taxes 

collected during the quarters to be distributed plus 

accumulated interest earned by the state and penalties and 

interest on delinquent local government severance taxes 

bears to the total liability for local government severance 

taxes for the quarters to be distributed. The taxes must be 
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calculated and distributed as follows: 

(i) By November 30 of each year, the department shall 

calculate and distribute to each eligible county the amount 

of local government severance tax, determined by multiplying 

unit value as adjusted in this subsection (4)(a) times the 

units of production on which severance tax was owed during 

the calendar quarters ending March 31 and June 30 of the 

preceding calendar year. 

(ii) By May 31 of each year, the department shall 

calculate and distribute to each eligible county the amount 

of local government severance taz, determined by multiplying 

unit value as adjusted in this subsection (4)(a) times the 

units of production on which severance tax was owed during 

the 2 calendar quarters immediately following those guarters 

referred to in subsection t4)(a)(i). 

(B) ANY AMOllN'l' BY WHICH THE TOTAL TAX LIABILITY 

EXCEEDS OR IS LESS THAN THE TOTAL DISTRIBUTIONS DETERMINED 

IN SUBSECTIONS (4)(A)(I) AND (4)(A)(II) MUST BE CALCULATED 

AND DISTRIBUTED IN THE FOLLOWING MANNER: 

(I) THE EXCESS AMOUNT OR SHORTAGE MUST BE DIVIDED BY 

THE TOTAL UNITS OF PRODUCTION TO OBTAIN THE TAX VALUE PER 

UNIT OF PRODUCTION. 

(II) THE TAX VALUE PER UNIT OF PRODUCTION MUST BE 

MULTIPLIED BY THE UNITS OF PRODUCTION IN THAT TAXABLE PERIOD 

IN EACH SCHOOL DISTRICT THAT BAD PRODUCTION IN THAT PERIOD, 
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AND THIS AMOUNT MUST BE ADDED TO OR SUBTRACTED FROM THE 

DISTRIBUTION TO EACH RESPECTIVE DISTRICT. 

tat1!ii£1 The county treasurer shall distribute the 

money received under subsection tittat-of--th~s--seetion--to 

the--eo~nty--and--to--aii--the-ineorporated-eities-and-towns 

with~n-the--eo~nty--~n--the--foiiowing--mannerT--~he--eoanty 

reeei¥es--the-a•a~iebie-money-aait~piied-by-the-ratio-ef-the 

r~rei-popaiat~on-to-the-ee~nty-pop~iat~onT-Baeh-~neorporated 

m~nieipaiity-reeei•es-the-a•aiiabie-money~~itipiied-by--the 

ratio--of-the-popaietion-o£-the-~neorporated-m~n~eipai~ty-to 

the--eoanty--pop~ietionT--~he--r~rai--pop~iet~on---~s---thet 

popaiet~on-of-the-eoanty-li¥ing-oatside-the-boandar~es-of-an 

ineorporeted--man~eipei~tyT-Popaietien-shaii-be-besed-on-the 

most-reeent-fig~res--as--determined--by--the--depertment--of 

eemmeree. 

tbt--~he-aoney-distrib~ted-~nder-this-sabeeetien-mey-be 

aeed--for-any-parpose-es-determ~ned-by-the-go¥erninq-body-of 

the-eo~ntyT-eityT-Or-town ~ TO THE TAXING JURISDICTIONS 

in the same manner that all other property tax proceeds were 

distributed during ~iscal year 1989 IN THE TAXING 

JURISDICTION." 

Section 76. section 15-36-121, MCA, is amended to 

read: 

"15-36-121. Exemption fraa severance tax. (1) It is 

the public policy of this state to promote a sufficient 
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supply of natural gas to provide for the residents of this 

state, to lessen Montana's dependence on imported natural 

gas, and to encourage the exploration for and development 

and production of natural gas, petroleum, and other mineral 

and crude oil within the state. 

(2) All new production, as defined in 15-23-601, from 

a well during the 24 months immediately following the date 

of notification to the department of revenue that an oil 

well is flowing or being pumped or that a gas well has been 

connected to a gathering or distribution system is exempt 

from all of the severance tax imposed by 15-36-101, provided 

the notification was made after March 31, 1987, and before 

July 1, 1991. 

(3) All the natural gas produced from any well that 

has produced 60,000 cubic feet or less of natural gas a day 

for the calendar year prior to the current year shall be 

taxed as provided in this section. Production must be 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area and by dividing the resulting quotient by 365. 

The first 30,000 cubic feet of average daily production per 

well is exempt from all of the severance tax imposed by 

15-36-101. Everything over 30,000 cubic feet of gas produced 

is taxed at 1.59\ plus a local government severance tax of 
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7.625\. 

(4) The first 5 barrels of average daily production 

from a stripper well are exempt from all of the severance 

tax imposed by 15-36-101, EXCEPT THE LOCAL GOVERNMENT 

SEVERANCE TAX. 

(5) For the purposes of this section, "stripper well" 

means a well that produces less than 10 barrels per day, 

determined by dividing the amount of production from a lease 

or unitized area for the year prior to the current calendar 

year by the number of producing wells in the lease or 

unitized area, and by dividing the resulting quotient by 

365. 

(6) Notwithstanding the provisions of subsections (2) 

through (4), all reporting requirements under the severance 

tax remain in effect. (Subsections (2) and (4) terminate on 

occurrence of contingency--sec. 7, Ch. 656, L. 1987.)" 

Section 77. Section 20-9-141, MCA, is amended to read: 

"20-9-141. Computation of general fund net levy 

requirement by county superintendent. (1) The county 

superintendent shall compute the levy requirement for each 

district's general fund on the basis of the following 

procedure: 

(a) Determine the tota~-of-the funding required for 

the district's final general fund budget less the amount 

established by the schedules in 20-9-316 through 20-9-321 by 
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totaling: 

(i) the district's nonisolated school foundation 

program requirement to be met by a district levy as provided 

in 20-9-303; 

(ii) the district's permissive levy amount as provided 

in 20-9-352; and 

(iii) any general fund budget amount adopted by the 

trustees of the district under the provisions of 20-9-353, 

including any additional levies authorized by the electors 

of the district. 

(b) Determine the tetal-of-the-moneys money available 

for the reduction of the property tax on the district for 

the general fund by totaling: 

(i) anticipated federal 

the provisions of Title I of 

mefteys money received under 

Public Law 81-874 or other 

anticipated federal moseys money received in lieu of saeh 

that federal act; 

(ii) anticipated tuition payments for out-of-district 

pupils under the provisions of 20-5-303, 20-5-307, 20-5-312, 

and 20-5-313; 

(iii) general fund cash reappropriated, as established 

under the provisions of 20-9-104; 

(iv) anticipated or reappropriated state impact aid 

received under the provisions of 20-9-304; 

(v) anticipated or reappropriated revenue from vehicle 
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property taxes imposed under 61-3-504(2) and 61-3-537; 

(vi) anticipated net proceeds tazes for interim 

production and new production, as defined in 15-23-601; 

(vii) anticipated revenue from local government 

severance taxes as p[ovided in 15-36-112; 

t¥iittviii) anticipated interest to be earned or 

reappropriated interest earned by the investment of general 

fund cash in accordance with the provisions of 20-9-213(4); 

and 

t¥iiit~ any other revenue anticipated by the 

trustees to be received during the ensuing school fiscal 

year which may be used to finance the general fund. 

(c) Subtract the tetal-ef-the-moaeys money available 

to reduce the property tax required to finance the general 

fund that has been determined in subsection (l)(b} from the 

total requirement determined in subsection (l)(a}. 

(2} The net general fund levy requirement determined 

in subsection (l)(c) shall must be reported to the county 

commissioners on the second Monday of August by tbe county 

superintendent as the general fund levy requirement for the 

district, and a levy shall must be made by the county 

commissioners in accordance with 20-9-142." 

Section 78. Section 20-9-331, MCA, is amended to read: 

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

county equalization of the ela.entary district foundation 
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prograa. (1) rt--shaii--be--the--d~ty--ef--the The county 

commissioners of each county te shall levy an annual basic 

tax of 28 mills on the de~~ars dollar of the taxable value 

of all taxable property within the county, except for 

vehicles subject to taxation under 61-3-504(2), for the 

purposes of local and state foundation program support. The 

revenue te--be collected from this levy shaii 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 l In order to determine the amount of revenue raised 

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

estimated reveft~es revenue identified in subsection (2) 

be~ew--shaii ~ be subtracted from the sum of the county 

elementary transportation obligation and 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 finance the 

difference determined abeve in subsection (l)(a), 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, 

-147- SB 26 

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 

SB 0026/02 

with any final remittance due no later than June 20 of the 

fiscal year for which the levy has been set. 

(2) The preeeeds revenue realized from the county's 

portion of the levy prescribed by this section and the 

re¥ll!ftues rev-enue from the following sources sh.al:i: 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 shaii must be kept of s~eh 

proeeeds-and-re¥enues 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 

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 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 reiDSining at the end of the immediately 

preceding school fiscal year in the county treasurer's 

aeeetlftl: accounts for the various sources of revenue 

established or referred to in this section1 
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(e) any federal or state money distributed to t~e 

county as payment in lieu of the property taxation 

establis~ed by t~e county levy required by t~is section1 

(f) 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, 19881 and 

(g) anticipated revenue from ve~icle property taxes 

imposed under 61-3-504(2) and 61-3-537." 

Section 79. 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 

progra.. (1) ~t--shaii--be--the--datr--e!--the The county 

commissioners of each county te s~all levy an annual basic 

special tax for high sc~ools of 17 mills on the dollar of 

t~e taxable value of all taxable property within t~e county, 

except for vehicles subject to taxation under 61-3-504(2), 

for the purposes of local and state foundation program 

support. The revenue te-be collected from t~is levy shaii 

must be apportioned to the support of the foundation 

programs of ~igh 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 whic~ is retained by the county, the sum of t~e 
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estimated revenaes revenue identified in subsections (2)(a) 

and (2)(b) beiew-shaii must be subtracted from the sum of 

the county's ~igh school tuition obligation and the total of 

the foundation programs of all ~igh school districts of t~e 

county. 

(b) If t~e basic levy prescribed by t~is section 

produces more revenue than is required to finance the 

difference determined abeye in subsection (l)(a), the county 

treasurer s~all 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 whic~ t~e levy has been set. 

(2) The preeeeds revenue realized from the county's 

portion of the levy prescribed in this section and the 

reYeft~es revenue from the following sources sha~~ ~ be 

used for t~e equalization of the high school district 

foundation programs of the county as prescribed in 20-9-334, 

and a separate accounting shaii must be kept of these 

preeeeds 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 revenue established in 
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this secti~nt 

(b) any federal or state meneys money distributed to 

the county as e payment in lieu of ehe property taxation 

established by the county levy required by this section; 

(C) 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 

(d) anticipated revenue from vehicle property taxes 

imposed under 61-3-504(2) and 61-3-537." 

Section 80. Section 20-9-352, MCA, is amended to read: 

"20-9-352. Per•issive aaount and per•issive levy. (1) 

Whenever the trustees of eny ! district sha~l-deem consider 

it necessary to adopt a general fund budget in excess of the 

foundation program amount but not in excess of the maximum 

general fund budget amount for s~eh the district as 

established by the schedules in 20-9-316 through 20-9-321, 

the trustees shall adopt a resolution stating the reasons 

and purposes for exceeding the foundation program amount. 

Saeh !h! excess above the foundation program amount she~l-be 

is known as the •permissive amount•, and it aha!! must be 

financed by a levy, as prescribed in 20-9-141, on the 

taxable value of all taxable property within the district, 

except for vehicles subject to taxation under 61-3-504(2), 

supplemented with any biennial appropriation by the 
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legislature for this purpose. The proceeds of aaeh--an the 

appropriation she~i must be deposited to the state special 

revenue fund. 

(2) The district levies to be set for the purpose of 

funding the permissive amount are determined as follows: 

(a) For each elementary school district, the county 

commissioners shall annually set a levy not exceeding 6 

mills on all the taxable property in the district, except 

for vehicles subject to taxation under 61-3-504(2), for the 

purpose of funding the permissive amount of the district. 

The permissive levy in mills shett--be is obtained by 

multiplying the ratio of the permissive amount to the 

maximum permissive amount by 6 or by using the number of 

mills whieh that would fund the permissive amount, whichever 

is less. If the amount of revenue raised by this levy, plus 

anticipated revenue from vehicle property taxes imposed 

under 61-3-504(2) and 61-3-537, is not sufficient to fund 

the permissive amount in full, the amount of the deficiency 

shal~ must be paid to the district from the state special 

revenue fund according to the provisions of subsections (3) 

and (4) of this section. 

(b) For each high school district, the county 

commissioners shall annually set a levy not exceeding 4 

mills on all taxable property in the district, except for 

vehicles subject to taxation under 61-3-504(2), for the 
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the permissive amount of the district. 

in mills sha%%--be is obtained by 

multiplying the ratio of the permissive levy to the maximum 

permissive amount by 4 or by using the number of mills whieh 

that would fund the permissive amount, whichever is less. If 

the amount of revenue raised by this levy, plus anticipated 

revenue from vehicle property taxes imposed under 

61-3-504(2) and 61-3-537, and plus net proceeds taxes far 

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, is not 

sufficient to fund the permissive amount in full, the amount 

of the deficiency aha%% must be paid to the district from 

the state special revenue fund according to the provisions 

of subsections (3) and (4) of this section. 

(3) The superintendent of public instruction shall, if 

the appropriation by the legislature for the permissive 

amount for the biennium is insufficient, request the budget 

director to submit a request for a supplemental 

appropriation in the second year of the biennium. The 

supplemental appropriation aha%% must provide enough revenue 

to fund the permissive deficiency of the elementary and high 

school districts of the state. The proceeds of this 

appropriation aha%% must be deposited to the state special 

revenue fund and she%% must be distributed to the elementary 
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and high school districts in accordance with their 

entitlements as determined by the superintendent of public 

instruction according to the provisions of subsections (1) 

and (2) of-this-seetioft. 

(4) Distribution under this section from the state 

special revenue fund aha%% must be made in two payments. The 

first payment she%% must be made at the same time as the 

first distribution of state equalization aid is made after 

January 1 of the fiscal year. The second payment she~~ must 

be made at the same time as the last payment of state 

equalization aid is made for the fiscal year. If the 

appropriation is not sufficient to finance the deficiencies 

of the districts as determined according to subsection (2), 

each district will receive the same percentage of its 

deficiency. Surplus revenue in the second year of the 

biennium may be used to reduce the appropriation required 

far the next succeeding biennium or may be tr.ansferred to 

the state equalization aid state special revenue fund if 

revenues in that fund are insufficient to meet foundation 

program requirements.• 

Section 81. Section 20-10-144, MCA, is amended to 

read: 

"20-10-144. Coaputation of revenues and net tax levy 

requirements for the transportation fund budget. Before the 

fourth Monday of July and in accordance with 20-9-123, the 
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county superintendent shall compute the revenue available to 

finance the transportation fund budget of each district. The 

county superintendent shall compute the revenue for each 

district on the following basis: 

(1) The "schedule amount" of the preliminary budget 

expenditures that is derived from the rate schedules in 

20-10-141 and 20-10-142 shall must be determined by adding 

the followinq amounts: 

(a] the sum of the maximum reimbursable expenditures 

for all approved school bus routes maintained by the 

district (to determine the maximum reimbursable expenditure, 

multiply the applicable rate per bus mile by the total 

number of miles to be traveled during the ensuing school 

fiscal year on each bus route approved by the county 

transportation committee and maintained by such district): 

plus 

(b) the total of all individual transportation per 

diem reimbursement rates for s~eh the district as determined 

from the contracts submitted by the district multiplied by 

the number of pupil-instruction days scheduled for the 

ensuing school attendance year: plus 

(c) any estimated costs for supervised home study or 

supervised correspondence study for the ensuing school 

fiscal year: plus 

(d) the amount budgeted on the preliminary budget for 
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the contingency amount permitted in 20-10-143, except if 

SGch the amount exceeds 10\ of the total of subsections 

(l)(a], (1)(b), and (l)(c) or $100, whichever is larger, the 

contingency amount on the preliminary budget shall must be 

reduced to eHeh the limitation amount and used in this 

determination of the schedule amount. 

(2] The schedule amount determined in subsection (l] 

or the total preliminary 

whichever is smaller, shall-be 

transportation fund 

is divided by 3 

budget, 

and the 

resulting one-third amount shall-be is used to determine the 

available state and county revenue to be budgeted on the 

following basis: 

(a) the resulting one-third amount shall--be is the 

budgeted state transportation reimbursement, except that the 

state transportation reimbursement for the transportation of 

special education pupils under the provisions of 20-7-442 

shsil must be two-thirds of the schedule aaount attributed 

to the transportation of special education pupils: 

(b) the resultin9 one-third amount, except as provided 

for joint elementary districts in subsection (2)(e), shall 

be is the budgeted county transportation reimbursement for 

elementary districts and shell must be. financed by the basic 

county tax under the provisions of 20-9-334; 

(c) the resulting one-third amount multiplied by 2 

shall-be is the budgeted county transportation reimbursement 
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amount for high school districts financed under the 

provisions of subsection (5) or--this-seetion, except as 

provided for joint high school districts in subsection 

(2) (e), and except that the county transportation 

reimbursement for the transportation of special education 

pupils under the provisions of 20-7-442 shaii must be 

one-third of the schedule amount attributed to the 

transportation of special education pupils: 

(d) when the district has a sufficient amount of cash 

for reappropriation and other sources of district revenue, 

as determined in subsection (3), to reduce the total 

district obligation for financing to zero, any remaining 

amount of s~eh district revenue and cash reappropriated 

shaii must be used to reduce the county financing obligation 

in s~bseetions subsection (2)(b) or (2)(c) and, if s~eh the 

county financing obligations are reduced to zero, to reduce 

the state financial obligation in subsection (2)(a); and 

(e) the county revenue requirement for a joint 

district, after the application of any district moneys money 

under subsection (2)(d) abewe, shaii must be prorated to 

each county incorporated by the joint district in the same 

proportion as the ANB of the joint district is distributed 

by pupil residence in each s~eh county. 

(3) The total of the moneys money available for the 

reduction of property tax on the district for the 

-157- SB 26 

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 

SB 0026/02 

transportation fund shaii must be determined by totaling: 

(a) anticipated federal moneys money received under 

the provisions of Title I of Public Law 81-874 or other 

anticipated federal mefteys money received in lieu of e~eh 

that federal act; plus 

(b) anticipated payments from other districts for 

providing school bus transportation services for s~eh the 

district: plus 

(c) anticipated payments from a parent or guardian for 

providing school bus transportation services for his child; 

p~s 

(d) anticipated or reappropriated interest to be 

earned by the investment of transportation fund cash in 

accordance with the provisions of 20-9-213(4); plus 

(e) anticipated or reappropriated revenue from vehicle 

property taxes imposed under 61-3-504(2) and 61-3-537; plus 

(f) net proceeds taxes for interim production and new 

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

severance taxes on any other pr-oduction occurring after 

December 31, 1988; plus 

(g) any other revenue anticipated by the trustees to 

be earned during the ensuing school fiscal year which may be 

used to finance the transportation fund; plus 

(h) any cash available for reappropriation as 

determined by subtracting the amount of the end-of-the-year 
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cash balance earmarked as the transportation fund cash 

reserve for the ensuing school fiscal year by the trustees 

from the end-of-the-year cash balance in the transportation 

fund. Saeh The cash reserve ehaii ~ not be more than 20\ 

of the final transportation fund budget for the ensuing 

school fiscal year and ehaii-be is for the purpose of paying 

transportation fund warrants issued by the district under 

the final transportation fund budget. 

(4) The district levy requirement for each district's 

transportation fund ehaii must be computed by: 

(a) subtracting the schedule amount calculated in 

subsection (1) from the total preliminary transportation 

budget amount and, for an elementary district, adding e~eh 

the difference to the district obligation to finance 

one-third of the schedule amount as determined in subsection 

(2)1 and 

(b) subtracting the amount of meneye money available 

to reduce the property tax on the district, as determined in 

subsection (3), from the amount determined in subsection 

(4)(a) abewe. 

(5) The county levy requirement for the financing of 

the county transportation reimbursement to high school 

districts shaii--be is computed by adding all saeh 

requirements for all the high school districts of the 

county, including the county's obliqation fo~ reimbursements 
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in joint high school districts. 

( 6) The transportation fund levy requirements 

determined in subsection (41 for each district and in 

subsection (5) for the county ehaii must be reported to the 

county commissioners on the second Monday of August by the 

county superintendent as the transportation fund levy 

requirements for the district and for the county, and s~eh 

the levies ehaii must be made by the county commissioners in 

accordance with 20-9-142." 

Section 82. Section 90-6-402, MCA, is amended to read: 

"90-6-402. Definitions. As useq in this part, the 

following definitions apply: 

(1) "Affected local government unit" means a local 

government unit that will experience a need to increase 

services or facilities as a result of the commencement of 

large-scale mineral development or within which a 

large-scale mineral development is loca~ed in accordance 

with an impact plan adopted pursuant to 90-6-307. 

(2) "Board" means the hard-rock mining impact board 

established in 2-15-1822. 

(3) "Mineral development employee• means a person who 

resides within the jurisdiction of an affected local 

government unit as a result of employment with a large-scale 

mineral development or its contractors or subcontractors. 

(4) 11 Mineral development student" means a student 
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whose parent or guardian resides within the jurisdiction of 

an affected local government unit as a result of employment 

with a large-scale mineral development ot its contractors or 

subcontractors. 

(5) "Jurisdictional revenue disparity" means property 

tax revenues resulting from a large-scale hard-rock mineral 

development that are inequitably distributed among affected 

local government units as finally determined by the board in 

an approved impact plan. 

{6) "Large-scale mineral development", for the 

purposes of this part, is defined in 90-6-302. 

{7) "Local government unit", for the purposes of this 

partr means a county, municipality, or school district. 

(I) "Taxable valuation• of a mineral development means 

the total of the gross proceeds taxable percentage specified 

in 15-6-132(2)tat when added to the taxable percentages of 

real property, improvements, machinery, equipment, and other 

property classified under Title 15, chapter 6, part 1.• 

Sectkln 83. Section 15-1-501, MCA, is amended to read: 

"15-1-501. Disposition of aoneys frc. certain 

designated license and other taxes. (1) The state treasurer 

shall deposit to the credit of the state general fund all 

aafteys money received by him from the collection of: 

(a) fees from driver's licenses, motorcycle 

endorsements, and duplicate driver's licenses as provided in 
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61-5-121; 

(b) electrical energy producer's license taxes under 

chapter 51; 

(c) severance taxes allocated to the general fund 

under chapter 36; 

(d) liquor license taxes under Title 16; 

(e) telephone [company] license taxes under chapter 

53; and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) All meneys money received from the collection of 

income taxes under chapter 30 of this title shall must be 

deposited as follows: 

(a) 58Ti' 48.1\ to the credit of the state general 

fund; 

(b) 10\ to the credit of the debt service account for 

long-range building program bonds as described in 17-5-408; 

and 

(c) 3lT8t 41.9\ to the credit of the state special 

revenue fund for state equalization aid to the public 

schools of Montana as described in 20-9-343. 

(3) All meneys money received from the collection of 

corporation license and income taxes under chapter 31 of 

this title, except as provided in 15-31-702, shall must be 

deposited as follows: 
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(a) 64\ to the credit of the state general fund; 

(b) 11\ to the credit of the debt service account for 

long-range building program bonds as described in 17-5-408; 

and 

(c) 25\ to the credit of the state special revenue 

fund for state equalization aid to the public schools of 

Montana as described in 20-9-343. 

(4) The state treasurer shall also deposit to the 

credit of the state general fund all asneys aoney received 

by him from the collection of license taxes, fees, and all 

net revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

(5) After the distribution provided for in 15-36-112, 

the remainder of the oil severance tax collections shaii 

aust be deposited in the general fund." 

Section 84. 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 pa,.ent. (1) 

state equalization aid shaii 

The money available 

must be distributed 

for 

and 

apportioned to provide an annual minimum 

for the elementary and high schools 

operating 

in each 

revenue 

county, 

ezclusive of revenues required for debt service and for the 

payment of any and--aii costs and expense incurred in 

connection with any adult education program, recreation 
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program, school food services program, new buildings7-new 

~ grounds, and transportation~ 

(2) The board of public education shall administer and 

distribute the state equalization aid 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 ws~id-most-e££eetiYeiy-aeet-the 

£inaneiai--needs---sf---distriets 

distribution to each district 

provides for aonthly 

of its retirement fund 

equalization amount and foundation program amount; 

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

county superintendents, budget boards, county treasurers, 

and trustees as it may-deem considers necessary; and 

(c) order the superintendent of public instruction to 

distribute the state equalization aid on the basis of each 

district's annual entitlement to s~eh the aid as established 

by the superintendent of public instruction. In ordering the 

distribution of state equalization aid, the board of public 

education aha~i !!I not increase or decrease the state 

equalization aid distribution to any district on account of 

any difference whieh that may occur during the school fiscal 

year between budgeted and actual receipts from any other 

source of school revenue. 
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(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. 

t3t121 Shodid If a district receive receives more 

state equalization aid than it is entitled to, the county 

treasurer mas~ 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. 

t4t!6! (a) The first payment of state equalization aid 

must be .. 

tat based on an estimate of 20\ of each district's 

entitlementT and 

tbt distributed by July 15 of the school fiscal year. 

(b) Each subsequent monthly payment must be at least 

7\ of the district's amount.• 

-165- SB 26 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0026/02 

NEW SECTION. Section 85. Repealer. (1) Sections 

15-23-604, 15-23-615, and 15-23-616, MCA, and section 12, 

Chapter 666, Laws of 1987, are repealed on passage and 

approval of [this act]. 

(2) Sections 20-9-105, 20-9-352, 20-9-531, and 

20-9-532, MCA, are repealed July 1, 1990. 

NEW SECTION. Section 86. Appropriation. (1) There is 

appropriated from the general fund $353,950 for the biennium 

ending June 30, 1991, to the superintendent of public 

instruction to establish standard accounting and reporting 

practices in all Montana public school districts and 

implement [this act). 

to 

(2) There is appropriated from the general fund 

$20,000 to the legislative council for the biennium ending 

June 30, 1991, for use by the committee established in 

(section 53]. 

(3) There is appropriated from the general fund to the 

department of administration $200,000 for the fiscal year 

ending June 30, 1990, to retain a telecommunications 

engineering consultant and to support development of and 

improvements in telecommunications networks in Montana as 

provided in (section 51). 

(4) There is appropriated from the general fund to the 

department of administration $300,000 for the biennium 

ending June 30, 1991, to be used for education network 
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implementation and improvements if a 50\ match in funds or 

equipment is available from other sources. 

NEW SECTION. Section 87. Codification instruction. 

(1) [Sections 49 and 50) are intended to be codified as an 

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

Title 20 apply to [sections 49 and 50]. 

(2) [Section 71) is intended to be codified as an 

integral part of Title 15, chapter 

provisions of 

[section 71]. 

Title 15, chapter 23, 

23, part 7, and the 

part 7, apply to 

NEW SECTION. Section 88. Effective dates rules. 

(1) [Sections 2, 5, 6, 39, and 51) are effective July 1, 

1989. 

(2) (Sections 1, 3, 4, 10 through 12, 13(l)(b) and (c) 

and (2), 14(l)(b) and (c) and (2) through (7), 15 through 

24, 25(13), 26 through 38, 40, 44, 46 through 49, and 83) 

are effective July 1, 1990. 

(3) [Sections 9, 41 through 43, and 84] are effective 

July 1, 1991. 

(4) [Sections 7, 13(l)(a), 14(l)(a), 25(1) through 

(12), and 45] are effective July 1, 1993. 

(5) [Sections 8, 50, 52 through 82, and 85 through 90] 

are effective on passage and approval. 

(6) The superintendent of public 

prior to July 1, 1990, adopt rules and 
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necessary to implement [sections 24 and 26]. 

NEll SECTION. Section 89. Applicability. (1) [Section 

49), 20-9-331, and 20-9-333 apply retroactively, within the 

meaning of 1-2-109, to all taxable years beginning after 

December 31, 1989. 

(2) [Sections 59 through 82] apply retroactively, 

within the meaning of l-2-109, to net proceeds taxes, 

severance taxes, and local government taxes on oil and gas, 

other than interim production and new production, produced 

after December 31, 1988. 

(3) [Sections 2 and 61 apply to all tax ·revenue 

recorded on or after July 1, 1989, without regard to the 

time the tax accrued. 

(4) [Section 83] applies to all tax revenue recorded 

on or after July 1, 1990, without regard to the time the tax 

accrued. 

NEW SECTION. Section 90. Coordination instruction. If 

House Bill No. 16 is passed and approved, the appropriation 

in (section 86(1)] is reduced by the amount of money 

appropriated in Bouse Bill No. 16. 

-End-
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STAN STEPHENS 
GOVERNOR 

The Honorable Jack Galt 
President of the Senate 
Capitol Station 
Helena, MT 59620 

The Honorable John Vincent 
Speaker of the House 
Capitol Station 
Helena, MT 59620 

itutr of !Wlontunu 
®ffirr of tilr ~ourrnor 

t!i;rlrnn, !Uontnnn 59620 
406-444·3111 

June 30, 1989 

Dear President Galt and Speaker Vincent: 

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 Senate Bill 26, "AN ACT TO GENERALLY REVISE PUBLIC 
SCHOOL FUNDING AND RELATED TAXATION LAWS; TO ELIMINATE THE 
PRESENT ELEMENTARY AND HIGH SCHOOL PERMISSIVE LEVIES; TO PROVIDE 
FOR PHASED-IN EQUALIZATION AID FOR RETIREMENT BEGINNING IN FISCAL 
YEAR 1992; TO ELIMINATE THE COUNTY RETIREMENT LEVY AND PROVIDE 
FULL EQUALIZATION SUPPORT OF EACH DISTRICT'S RETIREMENT FUND 
EXPENDITURES BEGINNING IN FISCAL YEAR 1994; TO INCLUDE 
COMPREHENSIVE INSURANCE COSTS IN THE GENERAL FUND BUDGET OF 
SCHOOL DISTRICTS; TO ADJUST THE FOUNDATION PROGRAM SCHEDULES FOR 
SCHOOL FISCAL YEAR 1991 AND SUCCEEDING YEARS; TO LIMIT, WITH 
CERTAIN EXCEPTIONS, THE MAXIMUM GENERAL FUND BUDGET OF A 
DISTRICT TO 121 PERCENT OF THE COMBINED FOUNDATION PROGRAM AND 
RETIREMENT FUND AMOUNTS FOR THE DISTRICT; TO FURTHER LIMIT THE 
GENERAL FUND RESERVE OF CERTAIN DISTRICTS; TO LIMIT TO 180 THE 
NUMBER OF PUPIL-INSTRUCTION DAYS FOR WHICH FOUNDATION PROGRAM 
SUPPORT MAY BE RECEIVED; TO REQUIRE DISTRIBUTION OF STATE 
EQUALIZATION AID IN MONTHLY PAYMENTS; TO INCREASE THE GENERAL 
BONUS PAYMENTS FOR ENLARGED DISTRICTS; TO REQUIRE SCHOOL 
DISTRICTS TO USE GENERALLY ACCEPTED ACCOUNTING PRINCIPLES; TO 
PROVIDE FUNDING FOR A TELECOMMUNICATIONS NETWORK FOR EDUCATION; 
TO PROVIDE FOR A LEGISLATIVE OVERSIGHT COMMITTEE ON SCHOOL 
FUNDING IMPLEMENTATION TO DIRECT STUDIES ON FURTHER EQUALIZATION 
OF TRANSPORTATION, CAPITAL EXPENDITURES, AND RETIREMENT AND TO 
PERFORM OTHER DUTIES; TO REALLOCATE LOTTERY REVENUE FROM 
RETIREMENT EQUALIZATION TO STATE EQUALIZATION AID; TO IMPOSE A 
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45-MILL STATEWIDE LEVY IN SUPPORT OF STATE EQUALIZATION AID; TO 
INCREASE THE COUNTY ELEMENTARY LEVY FROM 28 MILLS TO 34 MILLS AND 
THE COUNTY HIGH SCHOOL LEVY FROM 17 MILLS TO 21 MILLS; TO EXCLUDE 
ALL SCHOOL LEVIES FROM THE PROPERTY TAX LIMITATIONS OF 
INITIATIVE MEASURE NO. 105; TO IMPOSE A FLAT TAX RATE ON COAL 
GROSS PROCEEDS; TO ELIMINATE TAXATION OF NET PROCEEDS OF OIL AND 
GAS ON OTHER THAN INTERIM PRODUCTION AND NEW PRODUCTION; TO 
ESTABLISH A LOCAL GOVERNMENT SEVERANCE TAX IN LIEU OF A TAX ON 
NET PROCEEDS ON THE PRODUCTION OF OIL AND GAS OTHER THAN INTERIM 
PRODUCTION AND NEW PRODUCTION; TO PROVIDE FOR A 1-YEAR DELAY IN 
THE PAYMENT OF LOCAL GOVERNMENT SEVERANCE TAX ON OIL AND GAS; TO 
ALLOCATE THE PROCEEDS OF THE LOCAL GOVERNMENT SEVERANCE TAX ON 
OIL AND GAS IN THE SAME MANNER AS PROPERTY TAXES ARE DISTRIBUTED; 
TO CONTINUE THE 10 PERCENT PERSONAL INCOME SURTAX; TO INCREASE 
THE ALLOCATION OF PERSONAL INCOME TAX PROCEEDS TO STATE 
EQUALIZATION AID; TO REALLOCATE COAL SEVERANCE TAX PROCEEDS AND 
INCREASE THE ALLOCATION TO STATE QUALIZATION AID; TO STATUTORILY 
APPROPRIATE ALL REVENUE ALLOCATED BY LAW TO COUNTY AND STATE 
EQUALIZATION; TO PROVIDE VARIOUS APPROPRIATIONS; AMENDING 
SECTIONS 2-7-504, 7-1-2111, 7-7-2101, 7-7-2203, 7-14-2524, 
7-14-2525, 7-16-2327, 15-1-501, 15-6-132, 15-10-402, 15-10-412, 
15-23-602, 15-23-603, 15-23-605, 15-23-607, 15-23-703, 15-30-108, 
15-35-108, 15-36-101, 15-36-102, 15-36-105, 15-36-112, 15-36-121, 
17-3-213, 17-7-502, 20-3-106, 20-3-205, 20-3-324, 20-3-331, 
20-5-305, 20-5-312, 20-6-401, 20-6-506, 20-6-603, 20-6-608, 
20-7-414, 20-7-422, 20-7-431, 20-9-104, 20-9-141, 20-9-201, 
20-9-212, 20-9-213, 20-9-301, 20-9-303, 20-9-311, 20-9-312, 
20-9-315, 20-9-318 THROUGH 20-9-322, 20-9-331, 20-9-333, 
20-9-343, 20-9-344, 20-9-346, 20-9-347, 20-9-351, 20-9-353 
20-9-501, 20-10-144, 23-5-1027, 90-6-309, AND 90-6-402, MCA; 
REPEALING SECTIONS 15-23-604, 15-23-615, 15-23-616, 20-9-105, 20-
9-352, 20-9-531, AND 20-9-532, MCA, AND SECTION 12, CHAPTER 666, 
LAWS OF 1987; AND PROVIDING EFFECTIVE DATES AND APPLICABILITY 
DATES." for the following reasons. 

on three previous occasions I advised the legislature that a 
bill that does not have an ongoing permanent revenue source, and 
sufficient revenue to pay for the cost of the legislation would 
not be accepted. The legislature cannot increase taxes today and 
force tax increases on Montana citizens in the future by spending 
money the legislature does not have. Senate Bill 26, even by 
the admission of the sponsor, places Montana in an unbalanced 
fiscal position. 

Senate Bill 26 is irresponsible legislation. The 
legislature avoided its duty by approving a funding system that 
punishes the Montana taxpayer and is seriously flawed because of 
excessive spending allowed by very liberal spending caps in the 
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bill. 

I veto Senate Bill 26 for the reasons that include the 
following: 

-it retroactively imposes a major 10% income tax increase on 
Montanans. 

-in addition, taxes for Montanans would skyrocket with the 
equivalent of another 30% income tax surcharge and/or major 
increases in property taxes to cover the future costs 
mandated by this legislation. 

-it irresponsibly commits the state to more spending than 
current ongoing revenue sources will allow. A revenue 
shortfall in excess of $100 million begins to accumulate in 
1991 and undeniably grows unless more massive tax increases 
are enacted. 

If the legislature cannot define what is the present and 
future effect of Senate Bill 26, then I will. The bill subjects 
our citizens to undisputed massive tax increases, incurs unfunded 
future obligations and jeopardizes the future of our children's 
education through instability in funding. This legislation is an 
irresponsible attempt to meet the Montana Supreme Court decision. 

I exercise this veto of SB 26 with the welfare of the entire 
state in mind. I direct the legislature to continue working 
toward an acceptable, balanced, fiscally prudent school 
equalization plan that addresses the court mandate. 

STAN STEPHENS 
Governor 




